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* CHAIRMAN HESS: The hour has come and passed, and I 
J think we'd better get started with our hearing. My name is 
* Representative Hess from Bedford County, and I am going to 
5 start by letting each one of the members of the 
5 Transportation Committee introduce themselves and as to what 
7 area of the state they represents 

» I think we'll start with Keith. 
> REPRESENTATIVE McCALL: My name is Keith McCall. I 
) represent the northeast portion of the state» Carbon County 
I and part of Luzerne County. 
l REPRESENTATIVE DALEY: I'm Representative Daley. I 
t represent Washington and Fayette Counties. 
\ REPRESENTATIVE MARSICO: Representative Marsico, 
i representing parts of Dauphin County. 
i REPRESENTATIVE GEXST: Rick Qeist, representing 

Altoona and Logan Township. 
i CHAIRMAN HESS: By the way. Mr. Qeist is the Chairman 
i of this Committee. I'm just the Subcommittee Chairman on 
i Highway Safety. Our Chairman is going to have to be leaving 

us here directly to attend another Transportation meeting in 
the northern part of the stare. 

Thank you for being here. Rick. 
These hearings we're holding are pursuant to House 

Resolution 34, which was directed by the House of 
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i Representatives to the Committee on Transportation to 
2 conduct a study on vehicles being operated without insurance 
3 and/or registration on Pennsylvania highways, the risks 
4 posed to the citizens of Pennsylvania and possible need for 
5 Legislative action. This Resolution was introduced by 
s Representative Matt Wright from Bucks County. 
7 Matt, maybe you would like to summarise it a little 
i bit to get us started here. 
J REPRESENTATIVE WRIGHT: Thank you, Chairmen Qeist and 
1 Hess. I just want to take a couple minutes to summarise and 
I go over the intent on how I've led up to the Resolution. 
i Resolution 34 basically was developed from constituent 
1 complaints in my area that were involved with motor vehicle 
i accidents, maybe minor or major, and found out that one of 
> the particular other drivers did not have a registered 
i vehicle, did not have insurance, did not have it properly 
r inspected or something like that, and then to their 
I amazement, when law enforcement authorities came and did 
> their accident reports, had learned this, and then probably 
> wrote a ticket out and then let the driver get back in the 

car, who was uninsured, or an unregistered vehicle, get back 
i in the car and just drive away, to deal with the ticket 
i later, and to let that driver to continue to drive. 
t My constituents were outraged how we could condone — 
> and we don't condone it, obviously, with a ticket, but 
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1 they're outraged about how it affeots their driving safety, 
2 how it affects — some of the people have lost their 
3 driver's license; and I want to make it very clear, that's 
* not what I'm pursuing. I'm really pursuing offenses 
5 relating to the vehicle: registration, inspection and 
3 insurance. The intent of this Resolution is not to pursue 
7 the driver's license. But people are very much upset how 
3 these vehicles may didn't pass inspection, so therefore, 
i they're not safety minded; they're not insured, which 
} affects our insurance rates and it ends up probably in 
I litigation; and our law-abiding citizens are trying to 
i attempt to abide by the laws and there are people that 
) aren't. 
i Initially I wanted to introduce legislation similar 
> to Representative Thomas of Philadelphia. I didn't know 
; that he had that at the time. It is a little bit different, 
' but its concept was basically to impound vehicles. If law 
i enforcement authorities upon Investigation find out a 
i particular vehicle does not meet one of those requirements, 
i they would impound it until that person came forth with the 

proper insurance documents or the registrations, or 
inspections. I backed off of that after probing with 
various different groups, such as PennDOT and law 
enforcement and staff and whatnot, to try to find out first 
what some of the other avenues are and the pros and cons of 
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1 this particular aspect. 
2 The focus point ox my original invest!gation was the 
3 Legislative Budget and Finance Committee, which has a 
* report, which testified at a previous hearing we had 
5 approximately a month ago in Philadelphia. The reports are 
6 available. They had done a study using 1992, l93 and '94 
7 statistics. This problem is most pervasive in the 
9 Philadelphia area, very pervasive in the City of 
9 Philadelphia and the suburbs, and it's to a lesser extent 
) throughout the rest of the state. 1 want to make that very 
1 clear. That was one of the discussions with some of the 
2 Representatives from the last hearing about maybe the lack 
J of a problem and the lack of a need to correct it in other 
i parts of the state, such as the rural areas. 
> In 1992 the Budget and Finance Committee Report said 
i 27 percent of the vehicles in the City of Philadelphia were 
' not registered; 27 percent. The state average was 7 
* percent. So if they're not registered, they don't have 
> insurance. Even if they're paying the insurance, they don't 
) have insurance because it doesn't cover an unregistered 

vehicle; and they probably aren't even paying it anyway. 
! But you could imagine, over one-quarter of the vehicles 
i driving up and down those streets do not have insurance for 
■ whatever the reasons are. 
* Philadelphia police have written 57,000 tickets for 
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1 lack of insurance between '92 and '94. Out of the 57,000 
2 tickets — these are motor vehicles that they somehow found 
3 out did not have insurance. These are not the vehicles that 
4 they did not find. Out of those 57,000 vehicles, those 
5 tickets that they had written, only 22 percent ever ended up 
B in compliance, coming back and paying those tickets. So the 
7 rest of those tickets, 78 percent of those tickets, just 
3 disappeared. Don't forget, there's also money and revenue 
9 to the state and local municipalities from those tickets. 
3 So 1 was trying to find out if there is anything out 
I there that can help my constituents in their complaints. 
i Currently PennDOT does have a program that attempts to go 
3 cut and stop these drivers. Besides the suspensions and 
i whatnot, they do have a plate pick-up system where upon 
> learning that the vehicles are not registered or lack of 
s insurance, et cetera, the notices go out, and if people 
' don't respond in a factual way and it ends up not being 
I resolved, PennDOT will issue plate pick-ups to the local 
t municipalities; to go out to either the local police or 
i state police, issue a report to go pick up those tags. 

In some of our areas of the state compliance is 
> fairly good. In other areas, which you could imagine, 
i especially the City of Philadelphia, it is basically non

existent. So we have a program that is attempting to do it, 
and in some cases it does meet the needs, but in other cases 
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1 it radically does not meet the needs. 
2 Other groups have Identified the problem and have 
3 given their endorsements. Philadelphia City Council 
* recently has recognized the outrageousness of the system and 
5 the problem. They have issued a Council Ordinance upon 
5 adoption of some sort of enabling state legislation that 
7 would allow them to go out and to impound vehicles. They 
3 have taken that step. They have realized it's such a 
J problem in their area that they want the right, at least in 
) Philly, and of course, if it's a state right also, to go out 
I and confiscate these vehicles that do not comply, the 
>- violators. They have passed a Besolution. City Council has 
i testified before us at the last hearing, and Representative 
J Thomas is trying to address that in a piece of legislation 
> that he has introduced. 
i One of my particular townships, and I can only talk 
' about some of my area because I don't communicate that well 
\ with the rest of the townships across the state, they have 
> recognised — it's a fringe, it's a suburban Philadelphia 
) fringe township — recognized the problem of their own 

residents and residents that drive from out of Philly. They 
! have cited a particular section of law which PennDOT feels 
I that they're not accurately using, but it shows the extent 
■ that they have identified the problem and they are trying 
i themselves to try to correct it. It was Section 6311 of 
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t Title 75. which basically in their mind allows them to 
i detain vehicles till the proper documents are found. So if 
J it's a lack of insurance, they detain the vehicle 
% temporarily till the proper documents are obtained. 
> How, PennDOT basically feels that they are misusing 
5 this particular section because they feel it relates more to 
f weighing and inspecting trucks, but the township is — and 
1 local judges have upheld those tickets. But 1 suspect that 
) sometime that will be turned over. 
> Also, Philadelphia Traffic Court, I have not received 
! official documents, but in newspaper quotes the Traffic 
! Court is very much in favor of impoundment or something 
t similar to it. The Daily News. PhUadeJ-Phift Inquirer, our 
\ local papers in the suburban areas have all endorsed some 
; sort of impoundment process. 
i To sum up, people that do not have insurance 

registration or inspection are breaking the law. Some are 
i by accident. We all have constituents that have paperwork 
i problems, missed notifications, et cetera. But the vast 
i majority of these people do not have them and they know that 

they do not have the proper documents, and they are 
consciously breaking the law. The Resolution basically 
asks, are those violators posing a risk upon the rest of the 
citisens? I personally believe that they are. They are 
posing a safety risk and they are posing a risk in terms of 
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1 financial, such as increased auto insurance and litigation, 
2 and these people are outright Just breaking the lair. 
3 I do not have a recommendation of what to do, and I'm 
4 Just hoping that the Committee comes up with some sort of 
5 recommendations to try to solve this, 
6 The last thing is, I want the Committee to remember 
7 that the focus of the Resolution was not on why people do 
B not have insurance, even though that is a very important 
9 factor, but the point of the Resolution is the people that 
0 have been identified as violators, what are we going to do 
1 with them to keep them from driving those vehicles? If in 
a the meantime we come up with some possibilities of 
3 affordability and availability of insurance and those types 
i of aspects, I think that's only a plus. In the last hearing 
5 we did hear a lot of suggestions on that. 
5 I thank the Committee for allowing me to offer the 
r resolution and to come and testify. 
i Thank you. 
i CHAIRMAN HESS; Thank you, Matt. 
) Before we go on I wanted to make two introductions 
I which I missed. Phyllis Gould, who is our insurance expert 
! on the Insurance Committee, and Phyllis Brown, who is on the 
i Transportation Committee staff. Thank you for being here. 
t With that we'll proceed with our first person to 
► testify, Betty Serian, Deputy Secretary, Office of Safety 
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1 Administration for the Pennsylvania Department of 
2 Transportation. 
3 If you wish, you may summarise your statements, or 
* you may read them, whichever you may prefer. 
5 You may proceed. 
5 MS. SERIAN: I will probably do a little of both. 
7 CHAIRMAN HESS: Thank you. 
i MS. SERIAN: Good morning. My name is Betty Serian. 
) I am Deputy Secretary for Safety Administration for the 
) Pennsylvania Department of Transportation. I appreciate the 
I opportunity to talk to you today about House Resolution 34 
! and also about our continuing concerns regarding uninsured 
) motors in the Commonwealth. 
i My comments today are primarily going to focus on 
> PennDOT's current efforts regarding identifying uninsured 
> motorists, through an audit and verification process, and 
' how our future efforts can be improved. Additionally, this 
I morning, I would like to comment on an equally serious side 
i of the insurance verification business from a motor vehicle 
i registration perspective, and that is relative to fraud and 

sanctions. And I'll talk a little bit about that later in 
my testimony. 

First of all, the given, what we all know. The law 
requires that vehicle owners provide proof of insurance in 
order for their vehicles to be legally registered and be 
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1 operated on our highways. While this should be a given, as 
2 we Just heard it is not, and it does cause serious safety 
3 concerns. It also causes customer inconvenience and an 
4 administrative burden in a lot of ways. 
5 Insurance verification by FennDOT is primarily done 
6 in six ways. In other words, we have six interface points 
7 with motorists to determine their insurance verification, 
s These include, first of all, registration renewals and other 
9 registration and vehicle-related activity; that is both with 
0 PennDOT and also with our agents. Secondly, through 
1 insurance company notifications of cancellations is the 
2 second interface point. Thirdly* we conduct random audits. 
3 Fourth, annual safety inspections are one way of also 
* determining insurance. And also through the Department's 
5 acoident record system and through convictions for operating 
5 a vehicle without insurance. So there are six interface 
r points. 
i I won't address all six* but I do want to address 
) some of the key areas of those interface points regarding 
) insurance. 
I Let me first of all* though, address the registration 
! renewal process. Vehicle owners must self-certify so we 
) know that they have insurance. That means that when they 
i renew their registration, they need to tell us the name of 
> their company, the policy number, the effective date and the 
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1 effective date for termination as well. Along with the 
z self-certification method the law also requires verification 
3 of proof of insurance before any temporary registration 
* plates are issued. The applicant must present the 
5 Department or the Department's agent with an identification 
3 card, a declaration page from a policy, a certificate of 
7 financial responsibility or a valid binder issued by an 
3 insurance agent, all of those variables. 
i The second method of insurance verification involves 
) an interface with the insurance companies. That means that 
I companies are required to notify the Department within ten 
i calendar days from the time a vehicle insurance policy has 
t been cancelled. 
i In addition to those two methods we randomly audit 
i renewal applications on a sample basis and request 
; information from insurance companies for verification on 
' those policies. Statewide, we audit 25 percent of all 
i renewals, and 50 percent in Philadelphia because of the 
i pervasiveness of the uninsured motorist in our largest city. 
i Insurance information is also, as I noted, required 

during yearly inspections. 
Our aim through these key interface points is to 

provide a necessary check and balance system to help insure 
that motorists who do drive, drive with insurance. Now, are 
all these interface points enough? Probably not. But are 
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i they working and are they having impact? I would have to 
2 say that yes, they are. We take action to suspend 
3 registration as the law requires once we identify uninsured 
4 drivers. The suspension period is for three months, and the 
5 owner must provide new proof that the vehicle is insured and 
5 also pay a $50.00 restoration fee. 
7 The numbers are pretty high* and they speak for 
a themselves. In *93-*94, 160,000 registrations were 
9 suspended for no insurance. Right now, in *94-*95, that's 
D through April, roughly, about 146,000 registrations have 
I been suspended to date. Also, we suspend the driver's 
> license for three months if they are caught driving without 
J insurance. And as already noted, we also issue 
\ notifications to local police for plate pick-ups also, and 
> half of those revenues do go to the locals from the 
5 restoration fee. 
r How, can FennDOT and our partners do a better job? I 
) think we probably can In the insurance verification 
> business. I think we need to, and that certainly is my 
) intention. First of all, the process of verifying insurance 

needs to be refined. It needs to be clearly refined. I've 
I got to say that currently we're needlessly, and the only 
> word 1 could use is hassling our customers, our legitimate 
i customers, that is. We're requiring proof of insurance and 
i sending out requests for proof of insurance when, in most 

COMMONWEALTH REPORTING COMPANY (717) 781-71SO 



i oases, customers are just changing policies or looking for 
2 better rates or lesser premiums, 
3 Let me elaborate just a little bit. The verification 
* process has been extremely cumbersome for the Department as 
5 veil as insurance companies in that it requires considerable 
5 investment, in the past, in terms of human resources to 
r ensure compliance and to ensure the information Is properly 
i transmitted. The process, though, as cumbersome as it is, 
) has served to assist in identifying those drivers who drive 
> without insurance. 
I As I noted earlier, insurance companies are required 
> to notify the Department within ten days when a policy is 
t canceled. Until recently the Department has not attempted 
t to exercise its authority to require insurers to notify us 
i when new policies are issued. We are very much interested 
; in getting the industry to provide us with this information. 
' We've taken steps to streamline the process* and that is 
i clearly our intention, is to get the new information. 
i PennDOT recently contracted with Andersen Consulting 
> to redesign a new financial responsibility system, up and 

running as of April, and I'm happy to say this new system 
provides us with tremendous opportunities for even greater 

i interface with the insurance industry, and also increased 
productivity, and also improvements to our verification 
process. 
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1 Our objective with the system was a more customer-
2 friendly process; I mentioned the increased automation; to 
3 allow for an electronic exchange of information between the 
* Department and insurance companies. I do believe we're at 
5 the point right now with this new system where we can work 
5 together to proactively identify those motorists who are 
7 uninsured and not unnecessarily hassle those motorists who 
3 are insured, our legitimate customers. Our goal is to 
) improve service and customer contact with the Department, 
) and that's certainly one of the key foundations in safety 
i administration as we continue to improve our overall 
i services and our overall customer focus. 
i I want to avoid, very clearly, hassling the 
i legitimate customer and, at the same time, improve 
> efficiency. It's hard to believe, but about 50 percent of 
> the letters that we send out, proof letters as they're 
' called, asking for verification of insurance, 50 percent of 
t those letters go to customers who probably just changed 
> policies. That leaves for some very unhappy customers, and 
) I'm sure many of you have heard about that as well. To 

them, we're requiring those folks to jump through hoops that 
: they shouldn't have to. 
i Let me digress just to offer you a little bit of a 
'■ story relating to how volatile this subject is. On Saturday 
i I got married. At my wedding there was one of my husband's 
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1 aunts, I guess it was. We were walking around and greeting 
2 our guests and she said to him, "Do you know a Lawrence 
3 White, and is Lawrence White here?" I said, "Yes, he 
* happens to be." His name is Larry White. Bight now he's 
5 sitting right behind me and he works for Safety 
S Administration. "Why?" She said, "I got this letter from 
7 him and I am angry." What she got was a letter requiring 
9 proof of insurance, and all she did was change her insurance 
) policy. 
) A very true story. It happened, so I leave with you 
[ that impression of just how volatile this subject really is. 
> Today, really the onus, ladies and gentlemen, rests 
i with the vehicle owner. It probably doesn't have to be that 
i way. Do we know exactly who all the uninsured motorists 
> are? On any given day, I don't think we do. We might be 
i able to give you some statistics and some rates, but we do 
' not know probably exactly how many uninsured motorists there 
> really are. And that's because we don't have the 
i information that we need requiring new policies. 
i We know who the registered vehicles are. By simply 

exchanging and matching this information, we can more 
efficiently and with less customer inconvenience provide 

: those kind of details that we really need and find those 
people who are, indeed, driving without insurance. We are 
definitely in an information age characterized by a lot of 
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1 new technology. We have the technology available at PennDOT 
2 right now to be able to match those policies, and it's time 
3 we use it. We will continue to work with our sister agency, 
4 the Insurance Department, and insurance companies to use the 
5 technology that we have to better serve our mutual 
6 customers. 
7 How, I'm sure you'll probably hear, from the 
9 industry, some of the concerns that they have regarding the 
9 possibility of new policy information falling into the hands 
9 of the wrong people. I can sit here today and tell you that 
i I firmly believe that will not happen, and I can ensure that 
i that will not happen at FennDOT. 
i Right now I would like to turn to a different side of 
i the business, another side of the insurance verification 
5 business, and that is a dark side. In a lot of ways there 
3 are some dark sides to motor vehicle and driver licensing 
f and titling and registration. And let me talk a little bit 
i about that. 
» There are approximately 10,000 businesses located 
) across the Commonwealth right now. We refer to them as 

issuing agents. They are our issuing agents, PennDOT's 
! issuing agents. They process vehicle and title transfers, 
> registration plates, which they're provided by a fee from 
i us, and also a number of other motor vehicle related 
i activities. For the most part, and I want to emphasise, for 
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1 the most part, all of those folks are very legitimate. They 
2 provide an excellent service to PennDOT and to our 
3 customers. But we have found that some of these agents are 
* not as legitimate as they should be. They have not been 
5 properly verifying the applications to ensure that the 
3 customer has valid insurance. In fact, we've found this to 
7 be quite pervasive recently; that tags are being issued 
i based on bogus insurance or non-existent insurance. 
i It is vital that PennDOT, along with our state police 
) partners, continue to address this alarming concern. I 
I intend to definitely do that. Now that we know this is a 
> concern, I can't sit here and tell you today if it's the tip 
) of the iceberg or how far below the iceberg it goes, but I 
\ do know that we have a concern that definitely needs to be 
> addressed. 
> Currently the Vehicle Code sanctions need to be 
' reviewed for their effectiveness in addressing this problem 
i with our issuing agents, and we'll work with our partners in 
> the Transportation Committee to do that. 
i The sanctions right now against issuing agents are 

probably ineffective. I have directed my staff directly, in 
fact, to begin addressing the changes that need to be made 

i either administratively or within the laws and existing 
penalties and statutes that may require Legislative action 
to address this concern. In working with the state police 
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1 and others, such as the Insurance Department, the Attorney 
2 General's Office, and our issuing agents* I intend to ensure 
3 compliance with the statutes and regulations as they exist. 
4 In addition, the Department will work with 
5 authorities in Philadelphia to help them implement a 
B recently-signed city ordinance. The ordinance, which takes 
7 effect August 1, provides for removing vehicles from the 
a highway that are found to be improperly registered or 
9 uninsured. We believe that this takes some changes to the 
3 Code and requires some statutory language to allow this to 
i happen. 
2 More affordable insurance probably for some 
3 applicants definitely should be the goal. However, for 
i many, many folks, insurance costs are too high and they will 
> continue to operate motor vehicles any way they can. The 
5 fine for operating a motor vehicle without insurance is 
7 $300.00. This violation may also result, as I noted, in the 
i suspension of one's driver's license, along with the 
» registration. But that fine, as noted earlier in testimony, 
) pales in comparison to the cost of insurance in many areas 

in the Commonwealth. 
i Overall and in summary, our efforts at FennDOT to 
t address uninsured motorists are continuing. They continue 
i to evolve, they continue to improve in-house, and also I 
i hope that happens, too, with our private and public 
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I partners. There is no doubt in my mind that uninsured 
> motorists is a very serious concern; it's a serious subject 
i that demands, I believe, PennDOT's continued highest 
i attention, and in reality the sanity and the safety ot our 
i customers I believe require us to take a continuing active 
i role in the insurance verification process. 
' With that, ladies and gentlemen, thank you for the 
I opportunity to testify before you. 1*11 be happy to answer 
) any questions that you have. 
) (Whereupon, the written statement of Ms. Serian 

follows.) 

i 

\ 

i 

\ 
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IENTS TODAY PRIMARILY FOCUS ON PENNDOTS 

' EFFORTS REGARDING IDENTIFYING UNINSURED 

TS CTHROUGH AN AUDIT AND VERIFICATION 

I) AND HOW OUR FUTURE EFFORTS CAN BE 

D. ADDITIONALLY THIS MORNING, I WILL BRIEFLY 



ION FROM A MOTOR VEHICLE REGISTRATION 

riVE RELATIVE TO FRAUD AND SANCTIONS. 

E GIVEN. PENNSYLVANIA LAW {CHAPTER 17 , 

ION 1 7 8 6 OF THE VEHICLE CODE) REQUIRES THAT 

JWNERS PROVIDE PROOF OF INSURANCE IN ORDER 

R VEHICLES TO BE LEGALLY REGISTERED AND 

D ON THE HIGHWAYS- WHILE THIS SHOULD BE A 
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THE LAW ALSO REQUIRES VERIFICATION OF PROOF 

ONCE BEFORE THE ISSUANCE OF A TEMPORARY 

H O N PLATE. THE APPLICANT MUST PRESENT TO 

RTMENT OR ITS AGENT AN INSURANCE IDENTI-

CARD, A DECLARATION PAGE FROM A POLICY, A 

1TE OF FINANCIAL RESPONSIBILITY IF (SELF-

), OR A VALID BINDER ISSUED BY AN INSURANCE 



AN INTERFACE WITH INSURANCE COMPANIES. 

IE COMPANIES ARE REQUIRED TO NOTIFY THE 

SNT WITHIN 10 CALENDAR DAYS FROM THE TIME A 

MSURANCE POLICY HAS BEEN CANCELLED. 

3N, THE DEPARTMENT RANDOMLY AUDITS 

APPLICATIONS ON A SAMPLE BASIS, SENDING THE 

I O N TO THE INSURANCE COMPANIES FOR 

I O N . CURRENTLY, WE AUDIT 2 5 % OF 

TOONS STATEWIDE, EXCEPT FOR PHILADELPHIA 

E AUDIT SO% OF THE REGISTRATION RENEWALS. 

PHIA IS AUDITED AT THE HIGHER RATE BECAUSE 

ERVASIVENESS OF UNINSURED MOTORISTS IH OUR 

CITY. 

URANCE INFORMATION IS REQUIRED DURING 

tAFETY INSPECTIONS. PROOF OF INSURANCE IS 

ML FOR MOTORISTS TO OBTAIN A SAFETY 

ION STICKER. 



X NECESSARY CHECK AND BALANCE SYSTEM TO 

URE THAT MOTORISTS WHO DRIVE, DRIVE WITH 

5E. ARE ALL THESE INTERFACE POINTS ENOUGH? 

YNOT. BUT, ARE WE HAVING AN IMPACT? I WOULD 

SAY YES- ONCE THE UNINSURED DRIVERS ARE 

ID, WE TAKE ACTION TO SUSPEND THEIR 

m O N AS THE LAW REQUIRES. THE SUSPENSION IS 

SE MONTHS AND THE OWNER MUST PROVIDE NEW 

rIAT THE VEHICLE IS INSURED AND ALSO PAY A 

EE BEFORE THE REGISTRATION PRIVILEGE IS 

■D. IN FISCAL YEAR 1 8 9 3 - 9 4 , APPROXIMATELY 

REGISTRATIONS WERE SUSPENDED FOR NO 

ICE. FOR FISCAL YEAR 1 9 9 a - 9 S , ROUGHLY 

REGISTRATIONS HAVE BEEN SUSPENDED TO DATE. 

r ALSO SUSPENDS FOR THREE MONTHS THE 

i UCENSE OF MOTORISTS WHO ARE CAUGHT 

WITHOUT INSURANCE. 

INDOT AND OUR PARTNERS DO A BETTER JOB IN 

URANCE VERIFICATION BUSINESS? YES, I THINK WE 

ID THAT IS MY INTENTION. FIRST OF ALL, THE 



Y, WE ARE NEEDLESSLY HASSLING* LECITIMATE 

I S . WE ARE REQUIRING PROOF OF INSURANCE 

1NG OUT REQUESTS FOR PROOF OF INSURANCE 

MOST CASES, CUSTOMERS MAY SIMPLY BE 

I COMPANIES TO QET A LESSER PREMIUM. LET ME 

'E ON THIS POINT. THE VERIFICATION PROCESS 

I EXTREMELY CUMBERSOME FOR THE DEPARTMENT 

IS INSURANCE COMPANIES IN THAT IT REQUIRES A 

IABLE INVESTMENT IN HUMAN RESOURCES TO 

HAT INSURANCE INFORMATION IS PROPERLY 

fTED AND VERIFIED. THE PROCESS, AS 

SOME AS IT IS , HAS SERVED TO ASSIST IN 

NG THOSE WITHOUT INSURANCE SO THAT THE 

ENT CAN INITIATE THE SUSPENSION PROCESS. 

SD, INSURANCE COMPANIES MUST NOTIFY 

- WHEN A POUCY IS CANCELLED. UNTIL 

Y, THE DEPARTMENT HAS NOT ATTEMPTED TO 



NEW POLICIES ARE ISSUED. WE ARE VERY MUCH 

ED IN CETTING THE INDUSTRY TO PROVIDE US 

» INFORMATION. AND WE HAVE TAKEN STEPS TO 

NE THIS PROCESS. 

RECENTLY CONTRACTED WITH ANDERSEN 

ING TO REDESIGN AND IMPLEMENT A NEW 

L RESPONSIBILITY PROCESSING SYSTEM. 

JRT STARTED IN JULY 1 9 9 3 , AND I'M HAPPY TO SAY 

NEW SYSTEM BECAME OPERATIONAL AT THE END 

■ 

-S OBJECTIVE FOR REDESIGNING THE SYSTEM WAS 

:OP A MORE CUSTOMER FRIENDLY PROCESS, TO 

E AUTOMATION, AND TO PROVIDE FOR THE 

NIC EXCHANGE OF INFORMATION BETWEEN THE 

1ENT AND INSURANCE COMPANIES. I BELIEVE THAT 

«OW AT A POINT WHERE THE DEPARTMENT AND 

ICE COMPANIES CAN WORK TOGETHER TO 

VELY IDENTIFY UNINSURED MOTORISTS WITHOUT 

TO INVOLVE A MAJORITY OF OUR LEGITIMATE 

IERS IN THE PROCESS SIMPLY BECAUSE THEY 



IFYING CUSTOMER CONTACT WITH THE 

NT IS ONE OF THE KEY FOUNDATIONS OF OUR 

RIVE TO IMPROVE SAFETY ADMINISTRATION. 

AVOID HASSLING THE LEGITIMATE CUSTOMER 

E SAME TIME, IMPROVE EFFICIENCY. CURRENTLY 

* OF THE INSURANCE VERIFICATION LETTERS THAT 

JUT ARE TO CUSTOMERS WHO SIMPLY CHANGED 

£S. TO THEM, PENNDOT IS NOT A VERY CUSTOMER 

ORGANIZATION. TO THEM, WE ARE REQUIRING 

JUMP THROUGH HOOPS THEY SHOULDNT HAVE TO. 

IE ONUS OF PROVIDING PROOF OF INSURANCE 

TH THE VEHICLE OWNER. IT DOES NOT HAVE TO BE 

', AND IT SHOULD NOT BE. 

BNNDOT DOES NOT KNOW EXACTLY WHO ALL THE 

ED MOTORISTS ARE. IT DOES NOT HAVE TO BE 

f, AND IT SHOULDNT BE THAT WAY. 



ISURANCE COMPANIES KNOW WHO THEIR 

ARE. BY SIMPLY EXCHANQINQ AND MATCHING 

ION, THE OBJECTIVE OF IDENTIFYING UNINSURED 

S CAN BE ACCOMPLISHED MORE QUICKLY, MORE 

LY, AND WITH LESS CUSTOMER INCONVENIENCE. 

I AN INFORMATION AGE, CHARACTERIZED BY HIGH 

IGY- ITS TIME TO USE ITI WE WILL CONTINUE TO 

H OUR SISTER AGENCY, THE INSURANCE 

ENT, AND INSURANCE COMPANIES TO USE THE 

>CY WE HAVE TO BETTER SERVE OUR MUTUAL 

RS. 

«OW LIKE TO TURN TO ANOTHER SIDE OF THE 

3E VERIFICATION BUSINESS AND ADDRESS ISSUES 

TO VEHICLE INSURANCE FRAUD. 

INATELY, THERE IS A DARK SIDE TO MANY 

ISES AND THE VEHICLE TITLING AND REGISTRATION 

3NE THAT CAN BE RIPE FOR FRAUDULENT ACTIVITY. 

M. REQUIREMENT IS QUITE SPECIFIC: 

OWNERS MUST HAVE ADEQUATE INSURANCE 



L UNFORTUNATELY, AS YOU KNOW, THERE ARE 

ICLES BEING OPERATED WITHOUT THE PROPER 

»E. COMPOUNDING THE PROBLEM IS THAT SOME 

■PARTMENTS AGENTS INVOLVED IN THE HANDLING 

TRANSACTIONS ARE SIDE-STEPPING THE LAW. 

E APPROXIMATELY 1 0 , 0 0 0 BUSINESSES LOCATED 

rHE COMMONWEALTH WHICH WE REFER TO AS 

IGENTS. THEY PROCESS VEHICLE TITLE TRANSFER 

TIONS INCLUDING THE ISSUANCE OF TEMPORARY 

m O N PLATES CWHICH ARE PROVIDED BY THE 

IENT FOR A FEE) AND THE TRANSFER OF 

XTION PLATES. FOR THE MOST PART, THESE 

AGENTS PROVIDE AN EXCELLENT SERVICE AND ARE 

E TO THE DEPARTMENT AND OUR CUSTOMERS. 

9, WE HAVE FOUND THAT SOME OF THESE AGENTS 

ZED TO ISSUE OR TRANSFER PLATES HAVE NOT 

OPERLY VERIFYING THE APPLICATIONS TO ENSURE 

LID INSURANCE COVERAGE DOES, IN FACT, EXIST. 

LNTLY FOUND THAT REGISTRATION PLATES ARE 



tE. WE HAVE SUBSTANTIAL EVIDENCE TO CONFIRM 

IS HAPPENING AND THEHE IS A M P L E ECONOMIC 

■ FOR FRAUDULENT ISSUANCE. IT I S VITAL THAT 

, ALONG W I T H THE STATE POLICE, CONTINUE TO 

THIS ALARMING C O N C E R N . 

VEHICLE CODE SANCTIONS NEED T O BE REVIEWED 

Fl EFFECTIVENESS IN A D D R E S S I N G T H I S PROBLEM. 

LRTMENT WILL WORK W I T H OUR I S S U I N G AGENT 

5 AND T H E TRANSPORTATION COMMITTEE IN AN 

O A D D R E S S THIS I S S U E . 

m O N S AGAINST I S S U I N G AGENTS ARE ALSO 

TVE. | HAVE DIRECTED MY STAFF TO BEGIN 

MG WHAT CHANGES W E CAN TAKE 

rRATIVELY TO CHANGE EXISTING PENALTIES A N D 

/HAT CHANGES WOULD REQUIRE LEGISLATIVE 

WORKING WITH THE STATE P O U C E A N D OTHERS, 

• THE INSURANCE DEPARTMENT, A N D T H E ATTORNEY 

L'S OFFICE, W E HAVE INCREASED T H E N U M B E R OF 

D I S S U I N G AGENTS TO ENSURE COMPLIANCE W I T H 

3 STATUTES AND REGULATIONS. 



GANGES WHERE NECESSARY TO IMPROVE THE 

HON PROCESS WHEREBY BUSINESSES BECOME 

GENTS. 

IN, THE DEPARTMENT WILL WORK WITH 

IES IN PHILADELPHIA TO HELP THEM IMPLEMENT A 

SIGNED CITY ORDINANCE. THIS ORDINANCE 

KES EFFECT AUGUST 1 , 1 9 9 5 , PROVIDES FOR 

S VEHICLES FROM THE HIGHWAY THAT ARE FOUND 

iROPERLY REGISTERED OR UNINSURED. 

'ORDABLE INSURANCE FOR SOME APPLICANTS 

SHOULD BE A GOAL. HOWEVER, FOR MANY, ANY 

BE COST IS TOO MUCH AND THEY WILL CONTINUE 

ITE MOTOR VEHICLES ANY WAY THEY CAN. THE 

OPERATING A MOTOR VEHICLE WITHOUT THE 

D INSURANCE COVERAGE IS S 3 0 0 - T H I S VIOLATION 

D RESULT IN THE SUSPENSION OF ONE'S DRIVERS 

, IN ADDITION TO THE SUSPENSION OF THE VEHICLE 

ATION. THE S 3 0 0 FINE PALES IN COMPARISON TO 

T OF ANNUAL VEHICLE INSURANCE IN SOME 

PHICAL AREAS. 



D MOTORISTS ARE CONTINUING. THEY CONTINUE 

i AND IMPROVE IN-HOUSE AND THEY CONTINUE TO 

ID IMPROVE WITH OUR PRIVATE AND PUBUC 

i. THIS SUBJECT IS A SERIOUS SUBJECT THAT 

OUR HIGHEST ATTENTION- THE SANITY AND 

i OUR CUSTOMERS DEPEND ON PENNDOTS ROLE 

SURANCE VERIFICATION. 

U FOR THE OPPORTUNITY TO HIGHUGHT 

S CURRENT DIRECTION REGARDING INSURANCE 

I O N , OUR CONCERNS, AND OUR FUTURE PLANS. 



I CHAIRMAN HESS: Thank you. Congratulations on your 
i marriage. 
t MS. SERIAN: Thank you. 
t CHAIRMAN HESS: Are there any questions? Keith? 
i REPRESENTATIVE McCALL: Thank you, Mr. Chairman. 
J I, too, would like to congratulate you on your 
' marriage, 
t MS. SERIAN: Thank you. 
i REPRESENTATIVE McCALL: Hopefully, this is not your 
> honeymoon. 

MS. SERIAN: Yes* it is. Part of it. 
! REPRESENTATIVE McCALL: Let me tell you, I was really 
i happy to hear your testimony, certainly, regarding some of 
i the steps that you'll be taking on verifying insurance. As 
i you know, our offices are really on the front lines. We are 
) issuing agents and we do a lot of work in our district 

offices and we hear a lot of complaints. One of those 
i complaints certainly has been verification of insurance. I 
i would submit to you that it is well over 50 percent of the 
' people who come to my office are just changing agents. I'm 

happy to see that you're going to take steps to maybe change 
that policy verification, because what we find is that 
oftentimes people are just changing insurance companies. 
They receive a letter to verify their insurance, and we are 
calling the insurance company and telling the insurance 
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1 company that they have to write a letter on their letterhead 
2 verifying that they have a change of insurance. 
3 I was talking to your Legislative liaison about the 
* problem and discussing whether or not a YIN number should be 
5 used, because a VIN number doesn't change, in verification. 
3 But let me just comment that I'm happy to hear that you're 
7 going to try to address this problem. My district office 
i staff will be delighted to hear that you are trying to fix 
J this problem. 
} But as an alternative, has — and I have asked this 
I question of Secretary Yerusalim, and I guess I'll throw it 
> out to you. As an alternative, would you ever consider 
> doing a complete reissuance of plates in the Commonwealth? 
I 1 know it's a costly measure, but couldn't that be a way 
> that we can verify, by doing a complete reissuance? 
i MS. SERIAN: That subject has been approached a 
' number of times. Right now the onus for a new plate, as you 
i know, is on the motorist, and for $5.00 they can get a new 
i plate. The overall issuance probably would cost between 
i fifteen and twenty million dollars, to issue a new plate. 

And I've got to say, right now FennDOT probably is not in a 
position to make that a high priority. 

REPRESENTATIVE McCALL: A complete reissuance would 
cost how much? 

MS. SERIAN: Fifteen to twenty million dollars. 
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1 REPRESENTATIVE McCALL: Is It that high? 
2 MS. SERIAN: Yes. That would be a new plate for 
3 every registered vehicle, not just one person who wanted 
* one, but for every registered vehicle, plus all the mail and 
5 all the administrative work that would so along with that. 
s We estimate fifteen to twenty million dollars. 
7 REPRESENTATIVE McCALL: All of these people that 
a you've cited for driving without insurance, the 160,000 last 
S year and another 148,000 this year, how many of those people 
i are recurring? 
I MS. SERIAN: Recurring we do not know. I do not know 
I exactly how many are recurring. What our new financial 
1 responsibility system will allow us to do is to have an 
i exact record of insurance that exists right now with that 
> motorist, as well as any other insurance that they may have 
J had. We'll be able to have a record. We don't have that 
' right now. We have the company that they have as of right 
I now, when they're registered, or when they renew. 
> REPRESENTATIVE McCALL: I guess the point I'm trying 
) to drive at, we have all these people, and if we don't have 

a high recurrence rate, it seems that the next logical way 
: to try to address this problem would be reissuance. 
i When was the last time FennDOT or this state did a 
■ reissuance? 
i MS. SERIAN: I believe it was in the '70s, 1977. 
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1 That's a good point. I understand. 
2 REPRESENTATIVE McCALL: I guess, and I'm not strongly 
3 advocating that, but I think it's certainly an alternative 
* that the Department should be looking at to see if we can 
5 maybe help Representative Wright in his quest to try to get 
> some of these uninsured motorists off the road. 
7 MS, SERIAN: Thank you. 
i REPRESENTATIVE McCALL: Thank you, Mr. Chairman. 
} CHAIRMAN BESS: Thank you. 
) Representative Bruce? 
i REPRESENTATIVE DRUCE: Thank you, Mr, Chairman. 
> Thank you for your testimony, Ms. Serian. I just 
) have one question, and it goes back to some comments that 
i were made at our initial hearing by the police department of 
> Philadelphia and a concern that they raised about the 
t ability to interface with the Department's computers in 
' order to accurately verify one's current insurance. If 
i we're to move to this change of legislation, if you will, on 
i our level that would allow for the impoundment of these 
i vehicles by Philadelphia police officers when they pull over 

motorists, in light of their comments they seemed to 
indicate at our initial meeting that they didn't have the 
ability to accurately know whether or not that person was, 
indeed, driving without insurance through PennDOT's records. 
I wonder if you could clarify their comments to us. We 
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i spoke in my office a little bit about this. 
2 MS. SERIAN: Yes. 
3 REPRESENTATIVE DRUCE: But maybe for the Committee's 
* benefit, since they- heard different comments at our initial 
5 meeting, are there efforts underway to try to coordinate so 
5 that indeed, if they pull someone over, if they don't have 
7 insurance, it's accurate, so then if they impound that 
i vehicle, the last thing they want to be doing is Impounding 
3 vehicles when, in fact, there is insurance there and the 
) information hasn't made its way through the system. 
I MS. SERIAN: It's my understanding that all police 
? forces, especially those in large cities like Philadelphia, 
1 can interface with what is referred to as our claim system, 
i where they do have access to motor vehicle and driver 
> records. He have not taken any further steps at this point 
s to allow for additional interfaces with our system. It's 
' something I think we have to look at, as we talked about. 
I As we look at that we have to ensure that we maintain the 
) security and the integrity of not only that record but that 
) customer also. So I think it's something that, to be 

honest, at this point, I think we have to continue to look 
: at. 
I REPRESENTATIVE BRUCE: Just for our information, when 

they interact with that system, what does it tell the 
Philadelphia police department, as an example? Will it tell 
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1 them if the person is currently operating or suspended and 
a if they have current auto insurance, both of those pieces of 
3 information? 
* MS. SERIAN: Yes. It would tell them what stops are 
3 on that person's record, and if there is an F stop — if 
3 there is a stop on that record, it will tell them that they 
7 are suspended and that's an invalid registration. Now, 
i that's pretty much all that it will tell them. 
) REPRESENTATIVE DRUCE: They may have a valid 
) registration and not have insurance, and the computer would 
I not be able to communicate that to the police department? 
> MS. SERIAN: Yes. That's true. 
t MR. WHITE: If I might clarify, Representative Druce, 
i the current system where they interface through the claims 
i network provides basic information related to the 
t registration status of that vehicle. It may, on some 

records, contain what we call an F stop, which would be 
t communicated to the police officer. In fact, an F stop is a 
i financial responsibility stop. 
i Fart of our new system design is that we hope to 

eventually capture insurance information on each vehicle 
record, at which time we will have the ability to provide 
them with, hopefully, up-to-date and accurate information. 
We currently do not have that today, but it's something that 
we're hoping that with our new system, as we evolve here and 
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i we collect more information, thai we will be able to in the 
2 future provide them with that. 
3 MS. SERIAN: They will still have to enter through 
* the claim system. 
5 MR. WHITE: Yes. They would still come in through 
3 that network, but we would have the information readily 
7 available. 
3 CHAIRMAN HESS: Pardon me, sir. Would you identify 
3 yourself for the record? 
} MR. WHITS: I'm sorry. My name is Larry White. I'm 
i the Acting Director for the Bureau of Motor Vehicles. I'm 
i the guy that I guess her in-law was looking for at the 
) wedding. 
i CHAIRMAN HESS: Thank you. 
> REPRESENTATIVE DRUCE: Thank you, Mr. Chairman. 
J CHAIRMAN HESS: Thank you. 
r Representative Marsico? 
I REPRESENTATIVE MARSICO: Thank you, Mr. Chairman. 
> Good morning. I was wondering if you had the 
) opportunity in the last year or so — I believe this 

Committee or a subcommittee of this Committee had a hearing 
! on the question of reissuing new license plates — if you 
i had an opportunity in the last year or so to see the report 
I that was presented to us at one time during the last year by 
i the Pennsylvania Economy League, which did a study to 
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t determine the cost/benefit of a complete new license plate 
2 system. If you haven't, I would Just ask that you take a 
3 look at that, and at some point in time in the future, then 
* give us your thoughts on that. 
5 MS. SERIAN: Thank you. I certainly will look at 
5 that. The Economy League did you say? 
f REPRESENTATIVE MARSICO: Yes. Actually, it was in 
i January 1994, and it was, again, a study to determine the 
J cost/benefit prepared by the Pennsylvania Economy League 
) actually for the Pennsylvania Chiefs of Police Association. 
i MS. SERIAN: I will definitely take a look at that. 
> REPRESENTATIVE MARSICO: Thank you very much. 
) MS. SERIAN: Thank you. 
I CHAIRMAN HESS: Thank you, Ron. 
i Are there any other questions by any members of the 
; panel? 
' REPRESENTATIVE WRIGHT: I have quite a few. 
i Hopefully, they'll be quick. 
\ CHAIRMAN HESS: Representative Wright. 
i REPRESENTATIVE WRIGHT: Thank you, Chairman. I have 

quite a few of them. Hopefully* we can go through them 
pretty quick. 

I'm still a little confused. When a Philadelphia 
police officer — following up on Representative Druce's 
question — or maybe others, but we'll just say 
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' Philadelphia, when they pull a car over, they testified to 
2 us that when they do a computer check, and if they're clean, 
3 they really don't know whether that vehicle is suspended — 
* this is what they testified to us about — or whether that 
> driver's license is suspended. How, I kind of hear a 
3 conflicting thing here. I'm really confused. 
7 MR. WHITE: Representative Wright, I believe, as I 
i indicated, when they do an inquiry through the network, the 
) basic information that is available to them would also 
) include any suspension activity, that the vehicle is 
i currently suspended or the driver's license would have been 
! currently suspended. So I'm not quite sure that I 
) understand where they're coming from. It's my understanding 
i that that information is available. What is not available 
> at the current time, as I tried to indicate, is that if the 
( vehicle is currently registered and if there is no stop on 
' it for, say, financial responsibility, I think you can make 
> the assumption that they are in fact insured, because 
> they're registered. How, that may or may not be the case. 
i At some point in time we hope to be able to, on every 

vehicle record, capture up-to-date insurance information 
> that we would be able to tell them: yes, this person is in 
i fact insured based upon the information that we have 

available, and possibly, here is the insurance company that 
they're insured with, so they can verify that information. 
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1 REPRESENTATIVE WRIGHT: I got the impression from my 
2 local police forces in Philadelphia that the concern, the 
3 way you described it, it's possible to pull somebody over 
* and the computer says its clean, when in fact it may not be. 
5 So that's one possible mistake. 
5 MS. SERIAN: That's possible. That's true. 
7 REPRESENTATIVE WRIGHT: But my law enforcement in 
i Philadelphia basically implied what they were concerned with 
) was when vehicles are supposedly marked suspended, or the 
) driver's license, and therefore if they follow up and they 
i impound or do something and they find out that they're not 
> suspended, because the driver sitting there says, "I do have 
t valid insurance," or whatever, and then it's found out later 
L that there really was; that the computer was wrong. That's 
i what my local law enforcement says is the biggest problem. 
t They don't want to go get a tow truck guy to come out and 
' impound and then the tow truck impoundment yard, if it's 
i privately owned, is going to have concerns about, "Well, 
i who's going to pay me? I expended time and effort. It was 
f on the lot overnight," et cetera. 

One of the problems I testified about when I first 
started this, my local law enforcement was leery about this 
because of the administrative problems in case there were 
mistakes. But I got the impression that it was the exact 
reverse of what you just described was the problem; that it 
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t would show that they are suspended, and in fact they were 
2 not, which is exactly the reverse of what you are 
3 describing. 
* MR. WHITE: I can only address that I think this way. 
5 Based on my knowledge, I know the system carries on it, on a 
s very general inquiry screen that our people have access to 
7 when they call in, you know, and they're communicating with 
3 the police officers, that they would know at that point in 
a time whether the vehicle is under suspension or not, and 
} also a driver's license. 
I I think we can look into that and certainly get some 
i information back to you on that. 
* REPRESENTATIVE WRIGHT: Now, you said called in. I 
1 didn't ask the question when we talked specifically with the 
> Philadelphia police department. They have a patrol officer 
5 on the street and he sees a car. And 1 don't know this, X 
' guess it varies, but let's say Philadelphia* because 
t obviously that's where the biggest problem is. What is the 
> normal procedure? You may or may not know. Do they radio 
) contact their control room, their control room then accesses 

the computer, is that what it is, and then verbally 
: corresponds back over the radio with them? 
i MR. WHITE: There's basically two ways that you can 
■ access information, and one is through the state police 
i claim system. Quite a few enforcement agencies go through 
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i that system, and it's exactly as you described. You call in 
i and a check is done via computer, because they have access 
3 to our system. 
t Another service that we provide in the Bureau of 
5 Motor Vehicles, we have a complement of about 15 people in 
i our law enforcement section where we man phones, and a lot 
r of local police departments will call us directly and we 
t will provide information to them over the phone. 
) REPRESENTATIVE WRIGHT: Is that if they're not on 
) line? 
! MR. WHITE: Yes. They may not be going through the 
! claim system. That's basically two ways that that 
i information is provided to them. 
i REPRESENTATIVE WRIGHT: I want to jump subjects now. 
i There's been much talk in the past about people who don't 
i receive documents, notices in the mail. Now, whether 

generally they're lying or whatever, whatever the case, and 
i as you well know, in the past there have been many 
i legislators who have attempted to require certified mail. 

US. SERIAN: Yes. 
REPRESENTATIVE WRIGHT: For suspension or for all 

these kinds of documents. I, in fact, just talked to Bob 
the other day. A woman claimed she never got it. How* we 
don't know what the issue is and we're just taking it for 
face value. How does someone — this is a reoccurring 
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1 problem. I don't know if it is strong enough for the 
2 Legislature to take action, but what is the opinion of 
J FeiwDOT about certified mail? Obviously, it's going to 
* increase cost. And would it have any effect if we did do 
5 it? If we bit the bullet and we gave you the money, would 
5 it have any effect? 
r MS. SERIAN: 2 don't believe that it would. I still 
i think we would have those folks who wouldn't pick up their 
a mail knowing what it was, getting a certified letter from 
) PennDOT, knowing you might not have insurance or knowing 
i your driver's license might be suspended. I think we would 
? still have that problem. Or we would have people signing 
1 for the letter that may not be that person; it might be 
L someone from their family. 
> Our overall position is we believe that how it works 
> now is the best way. I think there are people who probably 
' don't get their letters in the mail. I think they're a very 
t small percentage. And we believe that the costs would be 
) very prohibitive from doing that. 1 don't know the exact 
> numbers, but I know they're very high in terms of 

suspensions or in terms of insurance, requests for proof of 
t insurance that we send out. It would be very costly to do 
i that, and our position is that we feel we would not want to 

use registered mail. 
ME. MUSTIS: May I address this further? 
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1 MS. SERXAH: If you would like to, yes. 
2 HR. MUSTIN: Bob Mustin from PennDOT, Legislative 
3 Liaison. 
♦ We did certified mail, the Department, in the late 
5 '70s. Sixty percent of the people who received that mail — 
3 60 percent of the addressees refused to accept delivery of 
7 that mail, and it came back to the Department, That's just 
i an inordinate expense and it's a very, very labor intensive 
) process because you have to do the rexurn receipt, and they 
) have to generally be done by hand. It didn't achieve any 
i results. 
i There is also case law on the books that said that 
) it's incumbent upon the police officer to prove that if 
L someone is prosecuted for either operating during suspension 
> of their driver's license or registration, that it's 
i incumbent upon them to prove actual notice. So therefore, 
' if you use certified mail and it's not signed for, you 
I haven't achieved anything, and if someone else signs for it, 
» you haven't achieved anything either because you can't prove 
i that the addressee actually received that notice. 

So, like I said, it's a very expensive, labor 
intensive process that does not achieve the results that one 
would believe that it would. 

REPRESENTATIVE WRIGHT: How, turning to a different 
issue. You said that you are getting better at identifying 
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i those vehicles that are going to be suspended for a couple 
2 of different reasons. One hundred and sixty thousand 
3 notices went out in '93 and '94. Could you describe then 
4 what happens next? I've heard this before, but could you 
5 describe what the process is next? Excluding the people who 
B then contact you back and try to rectify the problem, what 
7 do you do with the rest of those people that haven1t 
8 responded? What is the process then? 
9 MS. SSEXAN: The process, aside from the auditing 
0 process, the verification process, we get about 115 
1 cancellation tapes I believe it's weekly from insurance 
a companies. I'll take you through a flow chart. That's what 
3 I'm looking at. That's how I had to understand it as well. 
* We get 115 tapes weekly from the insurance companies. Then 
5 we match that tape — only on cancellation notices right 
3 now; we only get cancellation notices, so we're only 
7 matching canceled policies or policies where people might be 
i changing. We'll take the cancellation tape, match it 
J against the registration renewals, and then determine that 
) batch of motorists who do not have, we don't believe have 
I insurance. 
*- Once those folks are identified* a customer 
i verification or proof letter is sent out to the customer. 
t The customer is asked to provide proof of insurance in one 
> of four different ways that they can provide proof of 
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I insurance. 
I The next part of that flow chart is if they provide 
3 proof of insurance, we say thank you, in so many ways. We 
t send them a notification that says, "Thank you. You 
i provided it." Many customers don't do anything, or else 
5 they call us. They call the telephone information center. 
? And clearly, about 30 percent of the calls that come into 
s our telephone information center are on insurance-related 
t aspects, which is another indication that if we had this 
) match it would be a lot less of customer inquiries. 
! So if they provide us proof of insurance, we say 
! thank you. If they don't provide us proof of insurance, we 
I send an official notification out to them that say. all 
\ right; you will be suspended effective such-and-such a date. 
i That suspension becomes effective 42 days after they receive 
i that notice. And then we suspend them effective when they 

turn their tags or their plates in to us. So that 42 days 
i may be expanded. If they don't turn their plate in to us in 
i 50 days, they're suspended, but that three-month suspension 
i starts on that 50th day, so they may have four months of 

overall suspension. Suspension does not become effective 
until they turn their plates over to us. 

Then after three months — 
REPRESENTATIVE BRIGHT: That was 42 days, or 50, 

after the first letter went out. 
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1 MS. SERIAN: Forty-two days after the first letter 
2 won't out; correct. 
3 REPRESENTATIVE WRIGHT: But there was a period of 
* time before that first letter went out. 
5 MS. SERIAN: That's correct. 
B REPRESENTATIVE WRIGHT: So how long from discovery 
7 that there was cancellation of insurance to the first letter 
a or the second letter? 
3 MS. SERIAN: From the proof letter that goes out, 
J they have 45 days to let us know if they had insurance or 
I not. Now, in that 45 days they very well may have had a 
i lapse of 31 days without insurance. They have 45 days to 
i let us know. In that 45 days they may or may not have 
t insurance, once again, Then secondly, after 45 days, a 
> second letter goes out that says: you*re suspended, and you 
> have 42 days, 42 more days, to provide proof of insurance or 
7 file a timely appeal. And the appeal, if there's a pending 
> appeal, we'll hold off on the suspension. 
) So it's basically 45 days from that first letter, 
\ plus 42 days, and then their suspension is effective and a 

stop is immediately put, as Larry referred to, an F stop, a 
! financial responsibility stop, is put on their vehicle 
( registration. Then they have three months suspension, if 
■ they turn their tags back in to us. If they do not turn 
i their tags back in to us, we notify local law enforcement to 
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\ pick up the tags. 
2 REPRESENTATIVE WRIGHT: How long will it take for 
* that letter to go out? 
\ MS. SERIAN: Twenty-eight days. 
> REPRESENTATIVE WRIUHT: An additional 28 days? 
5 MS. SERIAN: That's correct. 
r REPRESENTATIVE WRIGHT: Now. I've been keeping score 
J here, and we have a month — it's about a month before you 
» maybe even get notice from the insurance company. 
> MS. SERIAN: Ten days on cancellations. Insurance 
I companies are required to notify us within ten days. 
> REPRESENTATIVE WRIGHT: So you know within ten days. 
I MS. SERIAN: That's required. 
\ REPRESENTATIVE WRIGHT: And then do you send that 
> letter out immediately? 
) MS. SERIAN: Within a week, I believe it is, yes. 

REPRESENTATIVE WRIGHT: That first letter goes out. 
i Then It's a month-and-a-half, roughly, — 
i MS. SERIAN: We're assuming you have insurance. 
\ REPRESENTATIVE WRIGHT: Then if nothing happens, the 

second letter goes out, and then another month-and-a-half 
comes; then you'll send a notification to the police 
departments, 

MS. SERIAN: That's 28 days; that's correct. 
REPRESENTATIVE WRIGHT: So that's four-and-a-half 
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1 months, roughly — 
2 MS. SERIAN: That's 28 days after the effective date. 
i REPRESENTATIVE WRIGHT: — that notification sees out 
* to the law enforcement to do something, 
5 MS. SERIAN: That's correct. 
5 REPRESENTATIVE WRIGHT: And, of course, now — well, 
7 I guess what my first Question was, really, starting at this 
3 point, what happens when the law enforcement gets it? 
i That's really what my question was. The law enforcement now 
) has notice in their hands — 
l MS. SERIAN: That's what we really can't control. 
! REPRESENTATIVE WRIGHT: Okay, but what's supposed to 
l happen? 
i MS. SERIAN: what's supposed to happen? 
> REPRESENTATIVE WRIGHT: Yes. 
i MS. SERIAN: They're supposed to pick up the tag and 
' return it to us. And by doing that, that local authority, 
I that local government, gets half of the restoration fee. 
> REPRESENTATIVE WRIGHT: That is also the state 
i police, too, or just local? 

MS. SERIAN: It's both. 
! REPRESENTATIVE WRIGHT: Do you have any statistics of 
> how many notices go out versus returns? 
i MS. SERIAN: No, I don't, not offhand. We could 
i probably get those. 
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1 REPRESENTATIVE WRIGHT; I think I have that. I think 
2 I requested that from the legislative office before, and I 
J think I have that. But I thought that was a very low 
* figure. 
5 MS. SERIAN: I would believe it is. 
3 REPRESENTATIVE WRIGHT: So I guess the point I was 
7 going to make after the response was that even though the 
) computer printout goes to the local township police forces, 
) idie rate of return of those plates, for them to go out and 
) get it, is very small, and probably, I'm going to make the 
I assumption, in Philadelphia is very, very poor, so we're 
i probably wasting our time. In maybe some of these more 
t rural areas where they have a little more time to do it, 
L there may be a pretty good return. 
i MS. SERIAN: That's exactly right. 
t REPRESENTATIVE WRIGHT: The place where we have the 
' most problem is where we need the most enforcement. 1 guess 
t that's where I wanted to follow up and end up. We've 
i identified these vehicles, we have made an attempt to 
i contact them, but really, does PennDOT have a solution of 

what to do now? Now that we have identified Tom Jones' 
! vehicle, that Chevy is not registered; it's been suspended. 
i You sent the notices out. The plate hasn't come back. Does 

PennDOT have a recommendation of what should be done? 
MS. SERIAN: We would hope that local law enforcement 
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1 would work with ua to pick up the plates and return the tags 
2 to us. At this point we mainly can suspend the 
3 registrations, and that's pretty much what we can do at this 
4 point aside from our own employees going out and picking up 
5 the tags, and I believe we have done that in the past in 
B some cases. But we do not do that now. 
7 CHAIRMAN HESS: Pardon me one second, while we're on 
3 that subject about the local law enforcement and the state 
9 police picking up the tags. What is the percentage of 
0 return of those tags and what's the time frame on that? 
t MS. SERIAtf: I don't have that, Representative Hess, 
2 but 1 can get that for you. The percentage of the pick-ups 
i and the returns, 1 can get that for you. I can find the 
i exact number of letters that go out to law enforcement. 
> CHAIRMAN HESS: is the percentage pretty high? 
> MS. SERIAN: My guess would be it's almost non-
7 existent; very low. 
) CHAIRMAN HESS: I am told probably the reason that 
> this is happening is that they are not physically going out 
) and picking the plates up; they're making a phone call, 

"Would you please bring your plate in?" Wait three weeks, 
f if you don't get it, "Would you please bring your plate in?" 
> In the meantime there's three, six, eight, ten weeks go by. 
J I think probably a directive of some sort, maybe working 
> with the Pennsylvania state police commander saying: you 
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I must so out physically and pick up those plates, not be 
i making phone calls and asking them to please bring in the 
J plates. I know this is happening. That's why your return 
x is low. 
> MS. SERIAN: And that's not the way it should happen. 
3 That's exactly right. 
r CHAIRMAN HESS; That's not the way it's supposed to 
i be. 
) MS. SERIAN: If you were to ask me, would I please 
) bring my plates down, I probably would, but I'm not sure 
I that John Q. Customer would. 
> CHAIRMAN HESS: Probably about 10 percent of those 
I people who are called are law-abiding citizens, they just 
i got behind the 8 ball because they had a house payment to 
; make or a college tuition payment to make, "I'll let my 
; insurance go, but I'll catch it up before the 30 days is up 

so I don't lose my license," but in the meantime they have 
i an accident. Then there's a problem because their insurance 
i is lapsed. The insurance company doesn't want to pay; then 
i there's a real problem. 

I think PennDOT might want to meet with Major Miller 
and discuss this problem with him, and maybe some sort of a 
directive through the commander's office can be sent out to 
local enforcement that this practice of making phone calls 
to return plates should cease and desist and they be 
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1 physically picked up on routine patrol. Maybe not a special 
* trip being made out that day or whatever, but I'm sure the 
3 patrols that are going out in certain areas within the week, 
* that they could swing by and stop and see if that car is 
5 physically at that property or whatever. 
3 MS. SERIAN: We will do that. 
r CHAIRMAN HESS: Representative Druce? 
) REPRESENTATIVE DRUCE: One clarification for the 
} record. The extraordinary amount of time between the letter 
) and the reply back from the individual, then the second 
I letter and the second subsequent time period for reply, why 
> is that? 
> MS. SERIAN: The first letter that goes out is a 
i proof letter. And I want to preface this by saying ideally 
i we should be concentrating on those people who do not have 
» insurance. If we had matching tapes for new policies, then 
' we would not be concentrating our efforts on those people 
t who have insurance, those legitimate customers. With that 
i information, our concentration should not be on hassling the 
i customer but should be on those people who do not have 

insurance. That initial proof letter right now provides the 
legitimate customer, most of them, about 50 percent — many 

i of them who are — that initial proof letter is to allow 
that customer 45 days to tell us if they had insurance or 
not. If they have lapsed insurance over 30 days, 31 days 
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I exactly, if they provide us with the information that 
i they've lapsed insurance on 31 days, then immediately we 
i suspend their registration and tell them when it's 
l effective. We don't do it that day. I believe it's 42 
5 other days. 
3 There is a considerable amount of time. Fart of that 
7 time, Representative Bruce, is to allow the legitimate 
j customer the opportunity to provide us with proof of 
) insurance. And the other is to provide that customer with 
) the opportunity to appeal, basically, and they have that 
I opportunity. And there might be some legitimate concerns. 
> REPRESENTATIVE DRUCE: They would notify you of that 
t appeal in that process? 
i MS. SERIAN: Yes. They have to notify us of that 
i appeal. 
i REPRESENTATIVE DRUCE: 1 would be curious about that. 

If you probably just did for a limited period of time a 
i test, I would suspect that those who are legitimately 
i insured probably reply to you much sooner than 40-some odd 
i days, and I'll bet those who do not, obviously, never reply 

to you. 
MS. SERIAN: Right. 
REPRESENTATIVE DRUCE: I would just like to make one 

comment. Representative Hess made an excellent point about 
our police, but I happen to be of the mind that I share 
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1 their view that they've got more important things to do, and 
2 particularly in the City of Philadelphia they do. We 
3 discussed and we talked about the idea that I have of 
* bringing our constables into this process in terms of 
5 picking up tags, adding to their fee when they pick these 
6 up, much like they serve a warrant. Maybe it's a very 
7 unorthodox idea, I guess, in the sense of how the Department 
3 would deal with those in disseminating this information, but 
9 to the extent we can sort of break away from what has been 
& habit and tradition, I think that route may well become a 
1 very useful resource to pick up tags from individuals as 
2 opposed to relying upon over-exhausted state police who've 
i got other matters to deal with, and certainly the City of 
i Philadelphia police department. 
I MS. SERIAN: X think that we have to step out of the 
i box, if you will, as we look at the subject and find a 
r better way. I'm not exactly sure what that better way is to 
i pick up the tags, if it's working with the state police or 
> if it's through the constable system, or if it's through 
t another private system, possibly, but 1 think we cannot just 

rely on the way things used to be, and we need to look at 
s other ways to address this. 
i Thank you. 
• CHAIRMAN HESS: Thank you. 

Representative Wright, do you have some more 
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1 questions? 
2 REPRESENTATIVE WRIGHT: Yes. I want to continue with 
3 my line of thought, I did find a letter signed by Larry 
* White with a couple different things on it. Point number 2, 
5 a report is sent to the local police departments identifying 
5 the license plates which should be picked up. An estimate 
7 is that of the approximately 50,000 plates — and I think 
J we're talking about the time frame of l93-'94 on this — of 
s the approximately 50,000 plates, local police picked up 
> approximately 35 percent. 
i MS. SERIAM: That's a lot higher than I would have 
> guessed. 
t REPRESENTATIVE WRIGHT: I don't know if that's good 
L or bad, but I would suspect that's in one of our rural areas 
> as opposed to our urban areas. 
; I guess where I was leading is there is a system out 
' there to attempt to get that car off the road. It may take 
t a long time, but there is a system. Unfortunately, what 
\ happens is we have a law enforcement department that may 
i legitimately try to find these vehicles; they may not even 

be there anymore. They could be in Maryland now or 
whatever, they moved, et cetera. So that could be one of 

i the reasons why the statistics are down. But in some areas 
I would think there is a lack of motivation by the police 
departments, and I guess what maybe the Committee has to do 
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> is to find some other motivation. 
>- I was going to follow the line of thought that 
i Bepresentative Druce brought up about putting a bounty on 
i it. The local police enforcement departments, 1 would bet 
> — I never asked this question, but I would bet that half of 
> the restoration fee is not worth their while 
r administratively for the amount of time that an officer, and 
> his benefits, and the cost of the car, and the insurance. 
I If you divide up every second that that officer is out on 
) the streex, how much it costs, I would bet that the 

administrators of Fhilly or some other area would probably 
! say, that's at the bottom of the priority list. In a small 
i town they may have time to do it, they may know everybody. 
■ But I also thought that the constables might be a very valid 
> prospect, but then we'll have to make it financially 

rewarding to them. I don't know what dollar that would be. 
But what I want to talk about, X forgot one thing. 

Clarification. Right now insurance companies are supposed 
to notify you when someone discontinues their insurance. 

MS. SERIAH: Within ten days; that's correct. 
REPRESENTATIVE WRIGHT: Within ten days. One of the 

problems you have, at some point you have learned that Tom 
Jones doesn't have insurance anymore with Allstate. Are 
insurance companies required, when they sign up a new 
customer, to notify you? 
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I MS. SERIAN: No. 
l REPRESENTATIVE WRIGHT: So, therefore, that's why we 
I have to go through all these long administrative steps to 
i find out whether they have insurance or not? 
i MS. SERIAN: We believe that within the Code the 
i provisions exist for them to provide us with new policy 
' information. 
t REPRESENTATIVE WRIGHT*' You mean shall or may? 
( MS. SERIAN: I believe it says "shall." But along 
i those lines, it also calls for the Department to promulgate 

regulations to do that as well* and we're working on that. 
> We will probably work with the Committee to look for 
i Legislative action to allow that to happen. 
■ REPRESENTATIVE WRIGHT: So if it was mandated and 

followed through, if it worked the way it was supposed to, 
if the insurance companies had "x" amount of days to notify 
the Department about new sign-ups, that would cut a lot of 
your administrative work? 

MS. SERIAN. Yes, sir, it would. And right now is 
the opportune time for that. Only until this past April, we 
did not have the system capability to match tapes and to 
provide that kind of information from a high tech 
standpoint, so to speak. Now we do. We have a financial 
responsibility system that allows those tapes for new 
policies and canceled policies and registrations to be 
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1 matched. We did not have that capability until this past 
2 April. That's why it even makes it more imperative now that 
3 we have the new policy information. 
4 REPRESENTATIVE WRIGHT: Thank you. 
5 Thank you, Mr. Chairman, for your indulgence. 
s CHAIRMAN HESS: Representative Marsico? 
7 REPRESENTATIVE MARSICO: Representative Taylor I 
3 think has a problem, and one of our staff people had 
9 communicated it to me just before he left, and bear with me 
l because I'm not sure if I understand it completely myself. 
I Issuing agents in Philadelphia, I guess, are having 
? this problem with possible liability if they issue a 
i temporary tag or registration and are not able to verify 
t with the Department over evenings or possibly weekends or 
> things like that, be able to verify immediately with the 
> Department on proof of insurance. Are there going to be any 
r attempts to address this problem, or could there be, in the 
> legislation that you may be proposing? 
> That's how I understand the problem. I'm sorry I 
> couldn't give you any more information on it. 

MS. SERIAN: I'll be happy to call Representative 
I Taylor, if you'd like. Right now those issuing agents are 
I to verify insurance themselves. 
■ REPRESENTATIVE MARSICO: I'm sorry? 
> MS. SERIAN: The issuing agents are to verify 
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1 insurance themselves. If a customer walks in for a 
2 temporary tag, that customer is to provide proof of 
J insurance. As I noted a little bit earlier, we are finding 
4 that issuing agents are not properly identifying insurance. 
5 That means that they are writing in companies that don't 
3 exist; they are putting the same policy number on five or 
7 six different registrations. The onus is on them, and the 
i liability should be, and the onus on x-hera as an issuing 
J agent to sign off on that motor vehicle form — and I'm not 
) exactly sure of the number of it — but on that motor 
I vehicle form that they have verified proof of insurance. 
>. How, also, what the issuing agents in Philadelphia do 
I is they, too, call our law enforcement area — and we are 
L there 24 hours a day and on weekends as well — for them to 
i verify that that tag, that that is a valid registration. 
i But no, we do not tell them if there is insurance or not, 

because we don't know that. On any given day, right now, I 
i could have insurance today and not have it tomorrow. 
i But I will call Representative Taylor and discuss it 
i with him, if you'd like. 

REPRESEHTATIVE MARSICO: Thank you. 
> MS. SERIAN: You're welcome. 
> MR. MUSTIN: Representative Marsico, I just wanted to 

add to that that the law already requires — I believe it's 
under Section 1318 of the Vehicle Code that it requires that 
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1 issuing agent to verify that coverage by looking at. as 
2 Betty indicated in her testimony, the I.D. card, the 
3 declaration page, certificate of self insurance, or a 
* binder. They are required by law to do that already. And 
5 the liability is on them. 
5 CHAIRMAN HESS: Thank you. 
7 Are there any other questions? 
s (Ho response.) 
* CHAIRMAN HESS: 1 have one or two myself. What sort 
3 of problem would it pose PennDOT — a twofold question — 
i and also cost, if the officer, when he made the stop to 
i check the registration and the license of that individual, 
) that he be able to check the insurance at -that point? Has 
i the Department given any thought to being able to put that 
> on the computer? And what would the cost figure be involved 
i in that? 
' MS. SERIAN: I don't know what the cost figure would 
I be, but there probably is a way for us to interface now. 
> with the new financial responsibility system. 1*11 let 
I Larry clarify that. 

MR. WHITE: I think, as I indicated earlier, part of 
! our aim, Bepresentative Hess, is to eventually be able to 
i capture that information and store it on our records so that 
1 it would be available to provide to the officer when he 
> called in. But you have to keep in mind that the 
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I information that's on our system, it's dynamic, it's not 
t set. You may have it today, but we don't know that you have 
I it tomorrow, unless our system is going to be updated with 
i respect to getting information and working cooperatively 
> with the industry and the companies. Because it's such a 
i dynamic process. 

CHAIRMAN HESS: Yes. I understand it would be a 
i continuous thing, on a daily basis, updating the system, but 
t it would be 90 percent better than what we have now. 
i MS. SEBIAK: That's exactly right. And I think that 

is something that we should look into. Also, once again, it 
would be not only dynamic but much more accurate if we had 
the new policies as well as the cancellations. 

CHAIRMAN HESS: I would be very interested to know 
Just exactly the price tag that would be put on such a ̂ hing 
versus what the savings would be to FennDOT and the 
insurance companies by having that information. 

MR. WHITE: If I may just add one comment. I believe 
we've already made that investment, and we've designed the 
new system to be able to capture and retain that 
information. So I don't believe there would be any 
additional costs above and beyond what we've already 
expended in designing and implementing the system in order 
to do that. 

CHAIRMAN HESS: Wouldn't there be manpower in putting 
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1 that information on the system? 
'■ MR. WHITE: No. It would be done electronically by 
* exchanging information with insurance companies. That's one 
1 way to do it. 
> MS. SERIAN: Let me clarify, Representative Hess, so 
i I understand. You're asking what the cost would be for 
' adding new policy information to our system? 
l CHAIRMAN HESS: Yes. Keeping the system updated, and 
) also adding that information to the system. 
) MS. SERIAN: That already exists. That capability is 

available. That's how the system was designed, to about 
! $1.5 million, for a new financial responsibility system. 
i You could say that the shelves are there waiting for those 
\ tapes to come on so that we can have the new policy 
> information. 
> How, there is an interface, 1 believe, that would 

have to be done with the vehicle registration system, DUX 
I that pretty much is done also. But if there are any other 
■ changes or any other costs involved, I will let you know. 

CHAIRMAN HESS: To me then, if I may make a statement 
at this point, that would be very, very important to the 
officers at the time they make the stop; you know, if they 
have an automobile there that doesn't have a registration, 
it's not going to move; if he doesn't have a financial 
responsibility card from the insurance company, then that 
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1 automobile is not going to move. He's going to nave to let 
2 them go, and three weeks later try to find out where the 
3 automobile went when he receives notification from PennDOT 
* that he*a to pick up such-and-such a plate. And especially 
5 in the city, Not so much in the rural area; he can find out 
6 where people live, because people are more observant, I 
1 think. But I would be -very interested in knowing that. 
J MS. SEBXAM: I will follow up with you. 
J CHAIRMAN HESS: Are there any further questions from 
) the Committee? 
i REPRESENTATIVE WRIGHT: Mr. Chairman, may 1 ask one 
i more? 
) CHAIRMAN HESS: Yes. Representative Wright. 
t REPRESENTATIVE WRIGHT: Can I ask PennDOT's opinion 
> about if it was a greater push and we had a greater success 
i rate at confiscating license plates — not vehicles, but the 
' plates, comments have been raised before that that would 
t promote a behavior of stealing plates. Such as my old beat-
) up Chevy out back. I don't have insurance or whatever and 
) you come, the police come, and take my plate. I need to 

drive. I go up the street and 1 just rip off a person's 
! plate. It has been commented back to us that even by that 
i type of enforcement, people who are pushing that idea of 

impoundment of vehicles are saying if you just do the 
current system, which is find ways to improve the pick-up of 
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1 license plates, we'll be encouraging theft of other plates 
2 and those cars will still be driving around. Of course, now 
3 we're getting into a higher penalty phase, but people are 
4 desperate and they're going to steal license plates, and we 
5 really haven't got these cars off the road yet. 
8 Do you have any comments about that. 
7 MS. SEEIAN: That's happening right now. People are 
s stealing tags and they're stealing registration renewal 
9 stickers, and that's happening right now. I think that that 
3 may continue to happen, but 1 think from PennDOT's 
1 perspective, our primary objective should be to get as many 
2 uninsured motorists and cars off the road as possible. So 
J while that may initiate other criminal activities, I'm not 
I sure that's something that we should be that concerned about 
> if our effort is to remove that one vehicle that does not 
s have insurance. 
r REPRESENTATIVE WRIGHT: The way you phrased that 
> perked the question. Do you have opinions on — I hear 
> debate personally about trying to restructure the tag pick-
) up, you know, let's try to beef that up, let's try to find 

the problems, et cetera, versus, no, that's no going to 
! work; let's just impound the vehicle, and that could be a 
> legitimate debate that we may or may not take up* but that 
■ could be a debate, and somebody's going to come to PennDOT 
i and say: what's your opinion? 
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1 MS, SERIAN: Impounding, obviously, is a local 
2 decision from Philadelphia's perspective. Our opinion would 
3 be that I would suggest that we beef up, so to speak, the 
\ tag pick-up program and approach it from that perspective. 
i REPRESENTATIVE WRIGHT: Thank you, 
5 CHAIRMAN HESS; Thank you, Representative Wright. 
f Just one more question. I notice in my district we 
) have had a lot more of the stickers being stolen than the 
> tags being stolen. In fact, my neighbor had two stickers 
) stolen within three months time. They just stripped the 
i sticker off the plate. Has there been a significant 
* increase in sticker theft over license plate theft, have you 
I noticed? 
I MS. SERIAN: I believe, y^st that there has been, and 
> I would let Larry address those numbers, if he has them. 
i But yes, there has been a significant increase, because they 

want the registration sticker. We've looked at options, and 
i we don't have a good one at this point. 
i REPRESENTATIVE WRIGHT: Have you considered a sticker 
i on the window just like an inspection? 

MS. SERIAN: Yes. We've looked at that as well, but 
I believe local police enforcement have indicated to us that 
they still prefer to have that sticker on the tag so you can 
tell that that's a currently registered vehicle while it's 
moving, more so than the inspection sticker on the 
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i windshield. But it is an issue; it's a growing issue, 
2 CHAIRMAN HESS: Thank you. I want to thank all three 
3 of you for coming and giving us your time this morning, Bob, 
* and congratulations on your wedding, and Mr. White. Thank 
5 you very much for coming. 
5 MS. SERIAL: Thank you. 
7 CHAIBMAN HESS: The next person to testify before the 
3 Committee is Diana Lee, Assistant Vice President of 
J Research, National Association of Independent Insurers. 
> Also, she will be accompanied by Robyn Simon, Assistant 
I Counsel, National Association of Independent Insurers. 
i Thank you. You may begin. 
i MS. LEE: Thank you very much. Good morning 
i everyone. My name Is Diana Lee and, as you mentioned, I am 
> Assistant Vice President of Research with the National 
> Association of Independent Insurers. The NAII is a 
' property/casualty trade association representing about 38 
I insurer groups who write about one-third of the premium 
) volume of private passenger automobile insurance here in the 
> Commonwealth of Pennsylvania. In addition, NAII is also an 

insurance statistical agent. We represent, in our data 
i base, about two-thirds of the premium volume here in the 
i State of Pennsylvania. 

In the interest of time, I will Just summarise my 
statement. I've been asked to attend to describe the 
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1 various methodologies that have been used in the past and 
2 present with regard to estimating the uninsured motorist 
3 populations in different areas, and my associate, Robyn 
4 Simon, will address the various problems going on in other 
5 states as well as an alternative solution. 
6 There have been numerous efforts made to collect 
7 information on the number of uninsured motorists or vehicles 
e and the magnitude of the damage that they incur. There are 
9 about four approaches that have been used in the past. Each 
0 one has certain drawbacks, though, and 1 will Just very 
1 briefly run through these different approaches for you. The 
2 different approaches involve accident reports, registration 
3 samples, a comparison of vehicle registration to insured 
4 vehicles, and consumer surveys. 
5 Now, accident reports do not really yield direct 
6 information on the number of uninsured vehicles. Accidents 
7 involve uninsured vehicles and these may not be reported as 
8 much as accidents involving insured vehicles. In any event, 
9 the reports provide information on uninsured oars only at 
D the time of the accidents. So the methodology of looking at 
1 accident reports has been abandoned, essentially, to 
z estimate the uninsured motorist population. 
J How, you've already heard from Betty Serian the 
I difficulties of looking at registration samples to determine 
> the uninsured motorist population. Again, let me just 
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1 repeat that the major pitfall is the treatment of 
2 unverifiable registrations; in other words, determining 
3 whether a registered vehicle really has insurance or not. 
4 So that is really not a good way of looking at uninsured 
5 motorist vehicle estimations either. 
6 Comparing the vehicle registrations with the number 
7 of insured cars has -v&xy serious drawbacks. The two sets of 
8 data are not compatible whatsoever, and in some instances 
9 it's been found that the number of insured cars actually 
0 exceed the number of registrations; and also the fact that 
1 registrations sometimes include commercial vehicles, and 
2 there's also double-counting involved sometimes, because if 
3 you have a car and you sell it to me, then the car may end 
4 up being registered twice. So that is one of the more 
5 common methodologies used, where you look at the 
e registrations and you also look at the insured car years and 
7 you try to determine the uninsured vehicles based on that, 
B but that's not very workable either. 
9 Then lastly, there are consumer surveys that have 
D been done in the past. These do provide some -very good 
1 estimates based on looking at the entire country, but then 
i if you're looking at local areas or states, that can be a 
J problem because, number one, consumer surveys are very 
x expensive to conduct, and also, you're looking at a 
5 relatively small sample of respondents. So consumer surveys 
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1 have some value, but on a local level probably not as much 
2 usefulness as one would hope to have. 
3 In the last decade or so a new methodology has arisen 
* which involves auto Insurance claims data, and this is 
5 another way of measuring the size of the uninsured motorist 
5 population. Mow, this type of information provides a more 
7 direct measure of the injuries and the damage being caused 
s by uninsured and hit-and-run vehicles. Uninsured motorist 
9 claims represent injuries to either the insured or their 
J family members or people riding in the car caused by an 
i uninsured motorist or hit-and-run motorist. The bodily 
i injury claim represents injuries caused by insured 
i motorists. Claim frequencies measure the number of 
I insurance claims made per 100 insured cars. It's really 
; more appropriate to look at claim frequencies than the 
j actual claim counts themselves. 
r How, some useful information can be obtained by 
1 looking at the U.M. claim frequencies alone, but there are 
} so many factors that really affect the magnitude of the U.M. 
) frequency by itself. For example, you've got influences 

such as claims consciousness, a no-fault law, influences 
! such as weather or the price or the availability of 
i gasoline, and other extraneous factors which may influence 
■ just looking at the U.M. claim frequency. So it's really 
; important to try to normalise that by comparing that to 
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1 something else which would minimize any distortions. 
2 One way to minimize these influences is to compare 
3 the frequency of the uninsured motorist claims to the 
4 frequency of bodily injury liability claims. It's believed 
5 that this is a fairly reasonable proxy to determine the 
6 proportion of uninsured motorist vehicles. It measures the 
7 probability that an injury to an insured will have been 
8 caused by an uninsured motorist. 
9 A simple example is suppose there are 450 bodily 
0 injury claims and 45 uninsured motorist claims. The ratio 
1 of that is 10 percent. This resulting ratio of 10 percent 
2 indicates that claims caused by uninsured and hit-and-run 
3 motorists are one-tenth as frequent as claims caused by 
* motorists who can be identified as insured. 
5 So this is a methodology that has been used by 
s different insurance companies and insurance research groups 
7 to determine the uninsured motorist population among various 
s states. Based on HAII data for the three-year period 1989 
3 to 1991, the ratio of the O.H. to 6.1. claim frequency is 
J about 15 percent for Pennsylvania. In other words, given an 
I injury to an insured car occupant, the chances are about 15 
i in 100 that an insured motorist caused it. 
i I have attached a table to my testimony that provides 
1 estimated uninsured motorist populations for every single 
> state with the exception of New York, Massachusetts and 
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I South Carolina. As you see, Pennsylvania ranks 21st highest 
> among the states shown here, again, having a 15 percent 
! uninsured motorist population. Countrywide, the D.H. 
i population is estimated to be about 20 percent, so 
> Pennsylvania is bound to have a slightly better than average 
5 CM. population. 
' Also on page 4 of my testimony I have included 
t population estimates for uninsured motorists, comparing 
l Pennsylvania to countrywide, from 1976 to 1985. These, 
\ however, are not based solely on NAII data, but it's data 

that is based on NAII and another statistical agent. As you 
i look at the numbers here, you'll see that Pennsylvania, for 
i the most part, has had slightly higher than average 
■ uninsured motorist populations. 
i The point is that the O.M. to B.I. frequency ratios 
; do indicate that a relatively large number of uninsured 

motorists continues to exist here in Pennsylvania. Hot 
surprisingly, most of them reside in the Philadelphia area. 

i The Insurance Besearch Council Group, in its 1989 report on 
uninsured motorists, found that the estimate uninsured 
motorist population in the Philadelphia metropolitan area 
was about two-and-a-half times greater than that of the 
entire state. This clearly indicates that the compulsory 
law here in Pennsylvania is not very effective; it doesn't 
work properly. And we've also found that to be the case in 
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1 other states having this type of legislation. 
2 At this point I would like to turn it over to my 
3 associate, Robjrn Simon, so that she can address what has 
4 been happening in other states and what an alternative 
5 solution is. 
6 (Whereupon, the written statement of Ms. Lee 
7 follows.j 
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wcmss 
; is Diana Lee, Assistant Vice President of Research, with the National 
on of Independent Insurers (NAH). NAII is a property/casualty insurance trade 
an a>mistuig of approximately 570 con^anies of all sizes and types. Within this 
ihip are 38 insurer groups writing more than a third of the private passenger 
He business in the Commonwealth of Pennsylvania. NAII also serves as a 
L agent throughout the country; our Pennsylvania personal automobile insurance 
i represents more than two-thirds of this state's premium volume. I appreciate the 
lity to be here today to discuss the provisions of House Resolution No. 34 on 
d motorists in this Commonwealth. 

f THE UNINSURED MOTORIST PROBLEM 
incerned about me uninsured motorist problem would like to have reliable 
ion about the number of uninsured vehicles being operated on the streets and 
sand about the magnitude of the damage they cause. Although numerous efforts 
sn made to collect such information, the task has proved to be surprisingly difficult 
rt seen any precise statistics on the number of uninsured motorists on a state by 
is, despite efforts by insurers and public officials to collect such data. 

ipproache^ nave been used m me past to estimate the percentages of uninsured 
j and the proportion of accidents they cause. The more common ones are based 
cGtdent reports; (2) registration samples; (3) comparison of insured cars with 
ions; and (4) surveys. A discussion of each one follows. 

lent reports generally contain insurance information so that state agencies can 
rarious state financial responsibility laws. These reports have sometimes been 
estimate the percentage of uninsured vehicles in a state. Because there are wide 
is in the results of state accident reports, e^, the definitions of "reportable 
s," financial responsibility requirements, and in methods of recording and reporting 



data, attempts to estimate the proportion of uninsured motorists have been 
sd. In any event, it should be noted that these reports only provide information on 
>rtion of vehicles found to be uninsured at the time of accident 

respect to registration samples, random selections of registered vehicles have 
ie in the past to determine whether insurance coverage was in force. Registration 
o not account for unregistered vehicles, which are probabtylesslikerytobe 
In addition, these studies do not account for uninsured vehicles from out of state 
ccidents caused by hit-and-run motorists, who may or may not be uninsured. 

nethod of comparing the number of vehicle registrations with the number of 
ars reported by insurance comrmmesrias serious o^awbacks. The two sets of data 
illy comparable, rendering this methodology virtually useless for this particular 
One anomaly found in the comparison is that the number of insured cars exceed 

>er of vehicles registered in the same year for one ormore states. Registered 
nay also include some commercial vehicles in addition to being double-counted, 
old by one person to another may be registered twice. 

tin consumer surveys make it possible to look at the demographic characteristics 
tiolds owning one or more uninsured vehicles. These surveys may be relatively 
B to conduct, especially if state-specific data are needed on a periodic basis. 
nes conducted by the Insurance Research Council indicate that, countrywide, 
£> of vehicles registered for personal use are uninsured. These surveys, however, 
ndications that some of the vehicles reported as uninsured were not in operating 
land were not being used at the time of the interviews. Taken at race value, this 
duce the proportion of vehicles being driven without insurance. It is also possible 
e additional vehicles belonging to survey participants were uninsured, but that the 
wing interviewed did not report them. 

™ BASED ON INSURANCE CLAMS DATA 
rile insurance claims data offer another way of measuring the size of the uninsured 
problem. This type of information provides a more direct measure of the injuries 
age being caused by uninsured and hit-and-run vehicles. Claims data are 
rty useful for kwking at chaiiges over tm^ U.M. claims 
t injuries to either the insureds, their family nKmbers, or people riding in their car 
y an uninsured motorist or hit-and-run motorist BX liability claims are injuries 



jy insured motorists. Qaim frequendes measure the rmmbcr of insurance daims 
sr 100 insured vehicles; they are mote appropriate to examine than the actual claim 

*ful information can be c>btamed by lookiiig at U ^ 
umber of claims incurred under the U.M. coverage per 100 U.M-insured vehicles 
■. However, such frequencies are affected not only by the number of uninsured or 
run vehides, but also by ovei^acddentnUes in a given state or locality. Inhigh-
ireas, both insured and uninsured vehicles are likely to generate higher claim 
des than their counterparts in low-hazard areas. States with similar proportions of 
sd vehides also could produce different claim frequences because of differences in 
onsdousness, the impact of tort liability thresholds associated with no-fault auto 
se laws, and other influences such as weather, price or availability of gasoline, and 
mit changes. 

y of minimizing these extraneous influences is to compare the frequency of 
ed motorist claims to the corresponding frequency of bodily injury liability claims 
1 in the same areas during the same time periods. The relationship between the 
pry can be expressed mathematically by dividing the UJ& claim frequency by the 
m frequency. Since U.M. and BX claims both require that the injured person be 
to payment from a third party on a fault basis, it is likety that both types of daims 
cted equally by traffic condittons and other factors that cause accident rates to vary 
e area to another. To the extent that such factors affect the BX and VM. claim 
des in the same way, the ratio of UJtl-to-BX frequencies is unaffected, 

io of U.M.-to-BX claim frequendes produces a reasonable proxy for the number of 
eddents caused by uninsured or hit-and-run motorists. When U.M. claim 
des are high in relation to the corresponding BX liability claim frequencies, this 
s that uninsured and hit-and-run motorists are a more significant part of the 
t-involved population in those jurisdictions. Although this ratio provides 
ition similar to that provided by state accident reports, its advantage is that 
x daims data are collected on a more uniform basis from state to state. 

tration follows which explains the concept of the U.M.-to-B.I. claim frequency ratio. 
\ there are 10,000 car owners, 9,000 who have BX and U.M. insurance coverage and 
ho have no coverage. If both groups have an at-fault injury aeddent frequency of 



), then one could expect the 9,000 insureds to generate 450 bodily injury claims. 
0 uninsured motorists would have 50 at-fault accidents. Based on the population 
ion, about 90% of these 50 accidents would be with insured drivers, resulting in 
ting a U.M claim. Hence, there would be 450 B.L claims and 45 U.M. claims, or a 
6) ratio which is also the estimated percentage of uninsured motorists. The 
ratio of 0.10 indicates that claims caused by uninsured and hit-and-run motorists 
tenth as frequent as claims caused by motorists who can be identified as insured. 

shed table shows TJ,M.-to-BX claim frequency ratios on a countrywide and state-
jasis. Based on NAII data for the three-year period, 1989-1991, the ratio of U.M-
aimfrequeiKy was 15.4% for the Commonwealth of Pennsylvania, This ratio 
s the probability that a given injury to an insured car occupant win have been the 
in uninsured motorist In other words, given an injury to an insured car occupant, 
ces are about 15 in 100 that an uninsured motorist caused it Also shown in the 
the individual state ranks of the estimated uninsured motorist population. Low 
in these rankings indicate that the uninsured motorist problem is relatively more 
it in those states. Pennsylvania is found to rank Iwenry-first highest in the nation 
ig Massachusetts, New York, and South Carolina). Compared to the country as a 
ennsylvania has a slightly lower-than-average U.M. population. 

e U.M.-to-B.L claim frequency ratio as an estimate of the uninsured motorist 
on, listed below are ratios from 1976 to 1985 for Pennsylvania and Countrywide. 
ce of this information is the Insurance Research Council (formerly All-Industry 
i Advisory Council). 

Pennsylvania Countrywide 
1976 129% 92% 
1977 8.7% 9.7% 
1978 9.6% 10.5% 
1979 108% 11.1% 
1980 12.8% 121% 

1981 16.4% 1Z9% 
1982 15.7% 12.6% 
1983 15.4% 13.2% 
1984 15.8% 13.0% 
1985 162% U.8% 



re table indicates that for the most part during this decade, the magnitude of the 
d motorist problem for Pennsylvania has been slightly more severe than the nation 
le. It should be noted that the above figures were computed using a somewhat 
ita base than that of NAII and, hence, may not be entirely comparable to the latest 
imputed by our organization. 

L-to-Bl frequency ratios indicate that a relatively large number of uninsured 
s contuiues to exist m the Commonwealm of Pennsylvania. Not surprisingly, most 
probably reside in the Philadelphia area. Based on findings in a 1989 report of the 
e Research Council, the estimated uninsured motorist population in the 
phia Metropolitan area is about two-and-a-half times greater than the entire state. 
Ihe present compulsory insurance law in Pennsylvania is not effective; this also has 
nd to be the case mother states having this type of legislation. 



PRIVATE PASSENGER AUTOMOBILE 
ESTIMATED UNINSURED MOTORIST POPULATIONS 

1989-1991 

XMT*p.(%) Sank UM Pop. (ft) 

Alabama 28.3% 33 Missouri 12.5% 
Osaka 23.6% 38 Montana 10.0% 
trteona 18.3% 45 Nebraska 6.4% 
Arkansas 13.4% 18 Nevada 16.4% 
JalHomia 14.8% 40 New Hampshire 9.5% 
Colorado 39.9% 23 New Jersey 14.2% 
Jonnecttcut 12.1% 4 New Mexico 27.3% 
telaware 17.6% 48 North Caroma 5.0% 
HstofCo). 21.6% 43 North Dakota 8.8% 
Tortda 13.7% 26 Ohio 13.6% 

leorgfa 20.1% 5 Oklahoma 26.9% 
tawaH 15.9% 17 Oregon 16.6% 
daho 10.7% 21 Pennsylvania 15.4% 
Illnois 13.6% 6 Rhode Island 26.7% 
ftdtana 22.7% 47 South Dakota 5.3% 

owa 9.9% 7 Tennessee 24.5% 
Cansas 7.3% 10 Texas 22.2% 
Gentucky 13.0% 40 Utah 9.5% 
.ouisiana 13.4% 30 Vermont 13.2% 
Maine 5.6% 14 Virginia 19.3% 

Maryland 13.3% 12 Washington 20.4% 
Michigan 12.6% 42 West Virginia 9.1% 
Minnesota 15.7% 36 Wisconsin 10.7% 
Mississippi 32.7% 35 Wyoming 11.2% 

Countrywide 19.9% 

The above figures are hdMdual state ratios of U.M. claim frequency to B. I. claim 
icy. TbeserattosrjrovKtoagoodindfcalionofth^ 
ad motorists and may, therefore, be used as a proxy to measure the extent of the 
ed motorist problem. 

New York, Massachusetts and South Carolina are not listed because UM data for NY is 
diy accessible, and NAII does not collect any auto data for MAandSC. Also, note that 
Jo's estimated UM population is high, In part, because UM claimants m this state are 
liked to demonstrate that their injury is sertouserKHKjh to colectbenems, whereas Bl 
its must demonstrate mat their Injury Is serious. 
UI, b-ed<M 1989-1991 ccMofrfated wpcrittice  



I CHAIRMAN HESS: I only have on© question before we 
i move on. I was looking at the last sheet here. I noticed 
I North Carolina. Is there some reason why they are so low, 5 
\ percent? 
> MS. LEE: Hell, again, using the methodology of the 
J U.M. to B.I. claim frequency, they obviously have a very low 
f proportion of uninsured motorist claims relative to bodily 
j injury claims, and as far as the reason why, I'm not really 
J sure. I can't answer that directly. All I can say is that 
) North Carolina also has one of the lowest average premiums 
I for private passenger auto insurance in the country. 
> CHAIRMAN HESS: Do you think that that would be the 
I deterrent, is the premium? 
i MS. LEE: No, I don't think the premium would be the 
i deterrent. I think a lot of factors probably go into it. 
> Perhaps it's Just the attitude of the drivers down there, 

the claim behavior, the type of law that they have, the 
i rating law that they have down there. It could be the 
i possible enforcement that they have down there. 
i CHAIRMAN HESS: Are the penalties much different in 

North Carolina for driving without financial responsibility? 
MS. LEE: I can't answer that. I don't know if my 

associate is aware of that either. We could find out for 
you, though. 

CHAIRMAN HESS: Okay. Thank you. 
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1 REPRESENTATIVE WRIGHT: Mr. Chairman, may I ask a 
2 question along that same line? 
J CHAIRMAN HESS: Yes. Representative Wright. 
* REPRESENTATIVE WRIGHT: We had testimony from the 
5 trial lawyers in Philadelphia, and others, and I'm just 
9 summarizing different things that were said from different 
7 groups. I can't remember exactly who said what. But, for 
3 instance, in Philadelphia, the Greater Philadelphia area, 
J the amount of bodily injury claims — and I realise you're 
) using that in the sense of claims to the insurance 
I companies, right, what you're talking about, and that would 
i also include litigation? 
» MS. LEE: Well, we're not looking at any dollar 
i amounts at all here. 
> REPRESENTATIVE WRIGHT: I'm not talking about 
i dollars. Claims. 
' MS. LEE: Right. We're just looking at claims, claim 
l frequencies. 
I REPRESENTATIVE WRIGHT: So we're doing a ratio of 
> uninsured motorist to bodily injury claims. If one of those 

two categories that are being made into a ratio is affected 
\ somehow, that affects the ratio. So if the bodily injury 
i claim side is somehow pushed up or down, that will affect 
■ the ratio number. 
: MS. LEE: That's true, but — 
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> EEPEESENTATIVE WRIGHT: So if people have a tendency 
2 in a rural area to settle, to not submit a claim, to work 
3 among themselves, to work with the person, for cash, "I'll 
i fix your oar, if you have a doctor, go to the doctor and 
5 visit," to not want to, "Well, I have a pain. My family 
3 never historically went to these high-priced doctors, you 
T know, and have all the tests; 1*11 just live with it." 
1 Sometimes it's an attitude about going to an insurer or an 
» attitude of going to an attorney for a lawsuit, which will 
) drive up that statistic. So if they have a behavior of not 
I going to a system for redress, working it out themselves, 
! that may bring bodily injury claims down, such as in North 
t Carolina. 
I MS. LEE: Yes, but because the uninsured motorist and 
; bodily injury claims reflect coverage from which a third 
i party has to pay, it's felt that the factors affecting 

either uninsured motorists or bodily injury are the same, 
i and hence, we feel that the ratio of the U.M. to B.I. should 
i not be affected by it. 
i What would happen if a person were to not want to 

pursue a bodily injury claim? Then most likely he wouldn't 
want to pursue an uninsured motorist claim as well, and vice 
versa. Hence, whatever factors would affect one coverage, 
seemingly they would affect the other coverage as well. 
Therefore, the ratio should not be affected. 
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1 REPRESENTATIVE WRIGHT: The Federation of Insurance 
2 Companies or whatever made the statement that in -the Greater 
3 Philadelphia area, Delaware Valley, the amount of claims, 
4 bodily injury claims, respective to the number of accidents 
5 reported was tremendously high, and in rural Pennsylvania, 
6 per accident, it was extremely low. An accident would 
7 happen; very few people, percentage-wise, would submit a 
8 bodily injury claim. But in Greater Philadelphia everybody 
9 had a bodily injury claim for every accident. How, the 
0 accidents must be far greater or more severe, 1 guess* in 
1 Delaware Valley. 
2 My point I'm making is that there's obviously a 
3 behavior difference and an attitude difference about seeking 
4 assistance either through the insurance system or through an 
5 attorney in rural Pennsylvania. I'm having problems 
B agreeing with your methodology about that ratio, and I'm 
7 just trying to make that statement, make the Committee aware 
3 that even in Pennsylvania we heard testimony saying that per 
9 accident there is a tremendous difference in ratios of 
J claims submitted for bodily injury. Now, maybe this does 
1 have a connection with uninsured motorists. We just heard 
2 that in Delaware Valley everybody has an injury in every 
J accident. 
1 MS. LEE: But the point that I'm trying to make 
i though, is that if you live — I assume the Delaware Valley 
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1 is the Philadelphia area? 
2 REPRESENTATIVE WRIGHT: Yes. 
j MS. LEE; If you live in that area, then you're going 
I to be pursuing a U.M. claim as much as you would be pursuing 
i a B.I. claim, so I don't think those people in the 
s Philadelphia area, their claiming attitude would be any 
7 different regardless of whether it's U.M. or B.I. I agree 
1 with you, though, that there is a difference between the 
i rural areas and the metropolitan areas as far as claiming 
) behavior. We have statistics that show that there tends to 
I be some excessive claiming in the Philadelphia area compared 
> to the rural areas. 
1 REPRESENTATIVE WRIGHT: X Just wanted to state that. 
I CHAIRMAN HESS: Thank you, Matt. 
> Are there any other questions of the Committee? 
t (Ho response.) 

CHAIRMAN HESS: Thank you. 
i You*re on. 
I MS. SIMON: I would have loved to have come up here 
i and said that somewhere in the United States someone has 

solved the uninsured motorist problem. Unfortunately, I'm 
- not going to be able to do that. But I wanted to talk a 

little bit about — I thought it might be beneficial to 
touch on some of the things that other states have tried and 
some of the problems they have had, and you can learn from 
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1 their experience and try not to duplicate their mistakes, or 
2 perhaps provide an example for them in adopting something 
3 else. And then when I am done, I have an alternative 
4 solution that NAII has developed. 
s I think part of the problem is that there is always 
6 going to be a certain percentage of uninsured motorists that 
7 you're just not going to get off the road, whether it's 
8 because it's too much of an economic sacrifice or others 
9 just believe that they have an unabridged right to drive, 
0 and they'll do it without plates, they'll do it without a 
1 license. That's how they feel. 
2 States all over the United States are dealing with 
3 this. Right now 43 states have compulsory insurance laws. 
4 Just this session alone, over 65 bills have been introduced 
5 trying to beef up those laws, mostly in terms of 
B enforcement. Confronted with this intractable uninsured 
? motorist population, many states have gravitated towards 
9 increasingly complex state-administered schemes for 
3 identifying those uninsured motorists. As you heard, 
) basically those systems require insurers to report all new 
I insurance policies issued, existing business, lapsed 
i policies and terminated policies, via computer tape to the 
» Department of Motor Vehicles. Then the DMV attempts to 
i match the policy information with their vehicle information 
> to identify the uninsured motorists. 
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1 This creates double problems. As you already heard, 
2 insurance companies are a little uneasy about turning over 
3 all their proprietary business to a state agency in the 
4 chance that they could fall into a competitor's hands. That 
5 would be unfortunate. But that's not the major problem 
6 because that can be, in cooperation with the DMV, that can 
7 be reasonably assured that that won't happen. What the 
8 problem is is the price tag of it for the insurance 
9 companies. It costs a great deal of money to comply with 
0 the DMV system in general. In Hew York, their compulsory 
1 system has ended up costing them $10 million. And aside 
2 from the additional cost of doing business that the 
3 insurance company bears, it's not merely — I mean you're 
4 shifting the cost of enforcement to the private sector, and 
5 that cost eventually gets wrapped up in rates and it's the 
6 consumers that are buying insurance that end up paying for 
7 it. 
3 You might ask yourself, at some point this might be 
9 worth the cost. If we are indeed — if this system is going 
3 to get uninsured motorists off the road, then perhaps it is 
f a price that we should be willing to pay. Unfortunately, 
2 there are two other problems. The systems have not proved 
i to be overly accurate. In Florida they implemented a system 
I in 19B9 and consistently every year since then they have had 
> 19 percent of the motorists that either are uninsured or 
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1 they simply can't reconcile the records and they can't tell. 
2 So what happens then is you still have all those people 
3 receiving threatening letters and you still have the same, 
4 perhaps to a slightly lesser degree, you still have the same 
5 public relations nightmare that you had beforehand. 
6 But even if you have the most accurate system in the 
7 world, and even if you could detect every single uninsured 
6 motorist, the problem is enforcement. You can identify 
9 every uninsured motorist and no one has found a tray to 
0 either force them to buy insurance or to keep them off the 
1 road, 
2 Florida, again, is illustrative of that. They have a 
3 plate confiscation program. In 1993, they identified 
4 approximately 60,000 uninsured motorists. They executed 
5 60,000 plate confiscation orders, They only collected 42 
6 plates out of that whole amount. And they even had a fund 
7 of money that they were offering law enforcement as an 
3 inducement; you know, if you turn in these plates we will 
9 give you, I think it was, $50.00 per plate. Granted, it's 
0 not a lot. But that fund Just sat there unused. Florida 
1 has even tried some of the methods — well, they recently 
2 passed legislation that would let private parties now come 
3 and try and confiscate plates, so we will all be interested 
4 to see how that works. But I will tell you that a man at 
5 the DMV there, who is a wonderful man to talk to, and very 
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1 knowledgeable about all this — if you would like his name. 
2 he loves to talk. But what he is frightened of is when you 
3 have these private agents showing up somewhere in Miami to 
4 take the plates from someone's car, he's actually worried 
5 about them getting shot at. I mean enforcement is a huge 
6 problem. 
7 Louisiana has tried another kind of system. They 
8 also have a very complex, complicated, expensive DMV data 
9 base system. But what they've tried recently is setting up 
0 roadblocks* just randomly stop people and see if they have 
1 insurance. If they don't have proof of insurance on them, 
2 they slap stickers on the car, take the plates; they have a 
3 few days to show proof. If they don't show proof, then the 
4 car is impounded until they show proof. It's a wexy complex 
5 system and very expensive, and they still, to this date, 
6 have 10 to 15 percent — it fluctuates — uninsured 
7 motorists. 
8 So where that basically leaves us is you have -co 
9 decide how much you're willing to pay. How much is it 
0 worth? How much do you want to harass citizens thai; do 
1 comply? How much of their time and money do you want law 
2 enforcement to spend chasing down these people? 
3 What the NAII proposes, and it is by no means a 
4 panacea, is to focus your efforts on the drivers that are 
5 causing the most problems, to have very strict financial 
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1 responsibility laws that kick in after someone has had an 
2 accident. That way you can rake the limited state resources 
3 and allocate them where you really need to focus in on the 
4 worst drivers. 
5 How it works is you have the insurance companies 
6 track them by forcing them to get FR22 policies, which are 
7 very similar — which are the exact same policies that 
B people who have been convicted of DDIs have, where the 
9 insurance company monitors. If they don't pay, it's 
0 reported to the court system and the DMV, so you can keep a 
1 very careful eye on these people. And it's much easier to 
2 confiscate the plates and impound the vehicles of a smaller 
3 group of people, instead of going after everyone. We feel 
* that it is more cost efficient. 
5 In a perfect world compulsory insurance would be 
3 wonderful. Everyone would have insurance and every claim 
7 and accident would be paid for, but unfortunately, it just 
3 doesn't seem to be working. 
? I guess I would like to open it for questions, if you 
) have any. 
I (Whereupon, the written statement of Ms. Simon 
i follows.) 
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wiling. My name is Robyn Simon, and I would like to thank the Committee for the 
uty to participate in this hearing. Uninsured drivers are a menace to socially responsible 
everywhere. Eliminating this threat poses a significant challenge to not only the State, but 
le automobile insurance industry that pays claims for damages caused by uninsured 
s and incurs substantial business expenses in a growing partnership with state law 
lent channels in enforcing mandatory insurance laws. For these reasons, the NAII 
ss the opportunity to offer a few thoughts on this frustrating problem. 

me assure you that Pennsylvania is not alone in attempting to grapple with an intractable 
d motorist population. The NAII is currently monitoring at least 65 pieces of legislation 
tes relating to compulsory auto insurance enforcement Unfortunately, compulsory 
e laws have not proved to be the panacea mat people had once hoped'. Auto insurance is 
ory in 43 states, yet uninsured motorist chums have not been significantly abated. The 
fy of pending legislation in this area indicates that states are still striving to perfect their 
radicate the uninsured motorist 

i compulsory insurance failed to rid the roads of uninsured motorists? Part of the answer 
iscerned from examining the uninsured motorist population itself. Many of the people 
lot have insurance are citizens who want to be insured, but the req^iu^ financial 
is too great A recent study of the effects of compulsory insurance on lower-income 
Eds in Arizona indicates that in households with an annual income between $6500 and 
. the percentage of mat income that goes towards car insurance premiums ranged from 
17%. The national average is 2%. For many of these individuals it makes more sense to 
ng caught and being slapped with sanctions than to pay the auto insurance premiums up 
addition, others may feel mat they are judgment proof because they do not possess 
at they need to protect Couple these factors with the entrenched American belief in the 
Irive a car, and the difficulty inherent in forcing these citizens to either buy insurance or 
fa their driving privileges becomes apparent 

compulsory laws and enhanced enforcement schemes will intimidate some people into 
isurance. The true test of a program's effectiveness, however, is measured over time. 
h in Appendix 1 shows the insurance policies in effect over time of an NAII member 
r doing business in Illinois prior and subsequent to the enactment of compulsory 
e in the State. As you can see from the graph, the number of policies in effect 
tely after the law'g trnptomawhiriftit Aymckcted. The retention ratio quickly tapers off! 
, once people realize mat the chances of gettmg caught a « sum. These results have been 
nationwide. 

ve consistently responded to this trend by gravftating toward mcreasingly comph^ 
iinistered, insurance database systems for idrati f )^ umrisured nwtori 
ernes require insurers to report all new iiisurarice rx)Hcies issued, existing business, 
>licies, and tenninated policies via computer tape to the motor vehicle derjeitnwnt The 
sates a data base and then attempts to rnateh the r»H(^irrfonriationwrm the drivers 
r vehicle registration files. This creates several rjroblems fcrr uw irisunuKe u^ustry. 
wrancewmr^esbave to turn over proletary r^ 



possibility that such information will fell into the hands of the competition. In addition, 
ng insurance policyholder files into each state's computer fonnat and then assisting the 
reconciling "no-matches" between policy file data and state driver license records shifts 
nent costs to die private sector. This additional cost of doing business is eventually 
/ the policy holder in the form of higher premiums. In essence, these complex tracking 
are funded by an indirect tax. Are tiwy worth the money. We think that they are not 

e reliability of these systems is suspect When New York implemented their program, the 
e identified approximately 30,000 registered vehicle owners without insurance. The 
sued notice of suspension letters to those persons only to discover that most of those 
lid in fact have the requisite coverage. As you can imagine, it was a public relations 
re. 

la, the state has enforced a similar matching program since 1989. According to the Chief 
cial Responsibility for the Department of Highway Safety and Motor Vehicles, in 1989, 
eligible vehicles had insurance in force, 6% of the vehicles had their registrations 
, and 19% of the vehicles either had no insurance or no match could be made between the 
tor vehicle records and the insurance policy data. In 1994, these numbers remain largely 
i indicating that the reliability of Florida's matching program has not significantly 
d. The Department's massive matching effort identified over 62,000 insurance law 
s; however license plate confiscation orders remained pending for those 60,000-plus 
If uninsured motorists are detected, but unapprehended vdiat have we gained? 

eals another impediment to enforcing compulsory: enforcement is time consuming, not 
on expensive and most police departments are already functioning under severe 
y constraints. Attempting to address this problem, Florida just passed a law authorizing 
larties ("bounty hunters") to confiscate plates for a fee of $50 a plate. 

ary of 1993, Louisiana implemented a new and relatively extreme enforcement 
sm. The state police began establishing random roadblocks across the state to ask 
s for proof of insurance. Drivers who did not have insurance had their license plates 
i and a large, bright yellow sticker placed on the rear windshield Those who could 
proof of coverage within five days had their plates returned and were not fined. After 10 
se that were unable to show proof of coverage could have their cars impounded and their 
stayed. While by September of 1993,27,000 plates had been confiscated, reports 
that drivers are complying, just as they had m Illinois; by inaking an inhlal rxryment to 
i insurance card, and men failing to make subsequem r^yments. Consequently, the 
d percentage of uninsured motorists in LoiiisianastUI ranges anywhere from 10% to 

aborateertforcement programs come wim a riefty price tag. New York alone spends 
10 million a year to enforce its compulsory insurance law. And this figure does not take 
rant the increase in premiums resulting from shifting die enforcement costs of a complex 
>rting systems to the private sector. Not to memion the fact n ^ conipulsory insurance 
their very nature force those who already have insurance to shoulder mgher premiums 



they will be paying for the losses of previously uninsured, high-risk drivers. However, 
f the costs are monetary-die quest for maximum compliance eventually results in 
cnt of citizens mat have insurance. 

stion becomes how far are Pennsylvanians willing to go to decrease the uninsured 
: population. For its $10 million, New York's uninsured motorist population is still 
% around 15%. Because of the nature of the uninsured motorist population, 100% 
nee is not within the realm of possibility. Hence, when the point of diminishing returns is 
, it is no longer equitable or cost effective to have the majority of the citizens bare the 
>f paying for the forced compliance of a few. 

uilutkiB - Financial Responsibility 

olution to the problem is a simple one. We advocate the repeal of compulsory laws and 
ementation of tough financial responsibility laws that takes strong action after there has 
infraction of the law (i.e., an accident wherein the person does not nave any insurance). 
ray, we are not harassing the majority of the public and we are only targeting people who 
lved in an accident and who are not being financially prudent Hence, society is not 
iened or taxed with expensive compulsory schemes and the law breaker is identified at 
of an infraction and punished. 

s enclosed a copy of NAITs financial responsibility model law which it believes would 
only replace Pennsylvania's compulsory law effectively reducing the cost of the system 
y targeting people who do not carry insurance. This NAII inspired model is called "The 
)ry Safety Responsibility Act" and contains the following elements: 

isures that both a security deposit and future proof features are included to protect 
ainst past accidents as well as future occurrences involving high-risk drivers; 

iposes new duties on the enforcing agency to assure that the public understands how FR 
ws work so that they can avail themselves of its protection and leverage against 
insured accident-causing drivers; 

Dorporates a user-fee system so as to develop supplementary revenues which the state 
rtor vehicle department could use to offset administration expenses; 

nnits victims of uninsured drivers to contact the motor vehicle department directly to 
im whether the crash "triggers" the security deposit requirement and whether the 
insured driver has posted such deposit; 

les more swiftly applied driver license and vehicle registration suspensions as die 
range to penalize noncomplying uninsured drivers and 6>terurisafe driving habits; 

nild be easily amended to allow for the automatic confiscation of the driver's license and 
hide tags at the time of accident mvestigation and authority to impound the vehicle if it 



ere operated despite the imposition of suspensions; 

equires that dangerous drivers (those who have had their driving license suspended or 
rve had convictions for serious moving offenses) be forced to file certified future proof of 
surance before they can reacquire their driving privilege, thus invoking die broader 
ability protection afforded under such insurance and subjecting the individual to close 
onitonng by die insurer and the state driver licensing agency for three years; and 

equires that die motor vehicle department make periodic reports to die legislature and 
lblic on dw performance of die law, hence providing some basic, baseline information on 
c scope and magnitude of die uninsured problem as well a track record on which to 
stermine whether the law should be perpetuated. 

il responsibility laws have been criticized in the past because their enforcement begins 
accident. However, die FR laws offer simple cost effective means of monitoring and 
lg financially irresponsible drivers. In addition, NAII strongly suggests that all drivers 
i option to purchase uninsured motorist coverage. Although a foolproof solution to die 
sd motorist problem has not been discovered, buying coverage for your own protection is 
best option. 
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MANDATORY SAFETY RESPONSIBILITY ACT 

PREAMBLE 

. DOT estimates that auto crashes cost our society over 40,000 lives 
r, 3.4 million injuries, 45 million damaged vehicles* and total 
: costs in the range of $80 billion. By enacting into law this Chapter 
i>, the legislature responds to the increasingly serious problem caused 
■ured and financially irresponsible motor vehicle operators. Accident 
studies compiled in this state suggest that as many as * of the 
riving population are uninsured or financially irresponsible. These 
isible motorists often inflict injury and financial hardship on other 
;s and pedestrians* In shaping the driver's license penalties and 
tent under this Act, the legislature must reemphasise the fact that 
remains a privilege in this state and that privilege shall be 

ra swiftly if a motorist fails to operate their vehicle in a safe and 
Lble manner. The legislature deems financial responsibility to be a 
>n precedent to the privilege of operating a motor vehicle. If a 
: whose crash involvement triggers this Act fails to demonstrate 
il responsibility, their privilege to operate a motor vehicle shall be 
ra immediately by the (driver licensing official) of this state. 
td driving in violation of this Act warrants the extraordinary 
is called for, including registration tag confiscation and impoundment 
rehicle. 

ARTICLE I — ADMinXSTRATICeT 

Short Title. 

ipter shall be known as the "Mandatory Safety Responsibility Act." 

lommissioner to Administer Chapter. 

lissioner shall administer and enforce the provisions of this Chapter. 
■issioner may make rules, regulations, and prescribe suitable forms 
y for its administration. Under the direction of the Commissioner, 
irtment shall develop and written information explaining this Chapter, 
ig an easily understandable recitation of rights and responsibilities 
M Act* which will be included as part of all mail correspondence to 
ihiele registrants and licensed drivers resident in this state. 

ARTICLE II—SECURITI FOLLGNIVG ACCIDBUT 

application of Article II. 

risions of this Chapter, requiring deposit of security and suspensions 
Lure to deposit security, shall apply to the owner and driver of any 



of a type subject to registration under the motor vehicle laws of this 
ich is involved in an accident within this state, which has resulted 
y injury to or death of any person or damage to the property of any 
on in excess of $ . 

ritten Report of Accident by Owners or Drivers. 

ept as provided in subsection 2, the owner or driver of a vehicle 
Dived in an accident as specified in 7-201 shall* within 10 days after 
accident, forward a written report of the accident, including details 
earning any bodily injury or death, to the department of motor 
icles. Whenever damage occurs to a motor vehicle, the owner or driver 
11 attach to the accident report an estimate of damage from a repair 
age or an insurance adjuster qualified to do business in this state. 
department may require the owner or driver of the vehicle to file 

plemental written reports whenever the original report is deemed to be 
ufficient. 

written accident report is not required from any person who is 
sically incapable of making a report. 

allure to Report, False Reports, Penalties* 

an owner or driver fails, refuses, or neglects to make a report of any 
ideat in accordance with the provisions of this Chapter, that person's 
iring privilege and registrations of all vehicle* owned by such person 
11 be Immediately suspended. These suspensions are to remain in 
■ct until the report is received by the department or for one year 
Lowing the date of suspension, whichever is earlier. 

owner or driver who provides information in a report required by this 
pter knowing or having reason to believe that such information is 
■e, is guilty of a Class misdemeanor. 

tcurity Deposit Required; Notices. 

h owner or driver of a vehicle involved in an accident as specified in 
91 and Identified by the department through a written report of the 
Ldent as provided in 7-202 or through a report filed by a law 
Kcement officer shall be required to deposit security with the 
irtmeat in an amount sufficient to- satisfy any judgment or judgments 
dsinges resulting from such accident as may be recovered against such 
rator or owner* 

department shall promptly notify owners or drivers subject to this 
of the security filing requirements of this section in writing after 
Lr identity has been established through an accident report, a policy 
»rt, or any other reliable written notice submitted by the public. 
department's written notice shall advise the operator or owner that 
the has 20 days in which to file the requisite security. 
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■ department may increase the amount of security deposit ordered in any 
se within six months after the date of the accident if in its judgment 
B amount ordered is insufficient. 

• security deposited in accordance with this section shall be 
stributedt 

) For the payment of any settlement of a claim arising out of the 
accident at the discretion of the department; or 

) For the payment of a judgment or judgments rendered against the 
person required to make the deposit for damages arising out of the 
accident. 

) To the commissioner in an amount not to exceed $ , to be 
used to offset expenses incurred by state agencies in the 
administration of this Act. 

if deposit in excess of a judgment against such person shall be returned 
avided there are no suits pending. judgments outstanding. or 
■atisfied claims arising out of the same accident. 

f security remaining on deposit after two years from the date of the 
posit shall be returned to the person that made it upon presentation of 
bisfactory evidence to the department that: 

) Ho action for damages arising out of the accident for which deposit 
was made is pending against any person on whose behalf the deposit 
was made; or 

) There is no existing unpaid judgment rendered against any person on 
whose behalf the deposit was made. 

Exceptions to Requirement of Security Deposit. 

itending the provisions of 7-201, the security deposit and suspension 
■ents of 7-204 and 7-207 shall not applyt 

the owner or driver if either had in effect at the time of the 
sideat one of the forms of financial responsibility defined in 7-206. 
Irlver shall be exempt from the security and suspension requirements of 
Ls Compter if the vehicle was being operated with the owner's 
mission; 

the owner or driver of a vehicle if at the time of the accident the 
tide was owned by or leased to the United States, this state or its 
Litieal subdivisions or a municipality;* 
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the owner or driver of a vehicle if at the time of the accident the 
licle was being operated by or under the direction of a police officer 
the performance of official duties. 

rinancial Responsibility Defined. 

purposes of this Article, the term "financial responsibility" shall 

automobile liability insurance policy which meets the specifications 
7-209; 

:ertlficate of insurance as defined in 7-307; 

aond which meets the specifications of 7-209 and 7-307; 

certificate of deposit of money or securities which meets the 
icifications of 7-307; or 

sertificate of self-insurance which meets the specifications of 7-307. 

railure to Deposit Security and Satisfy Judgments—Suspensions. 

any owner or driver required to deposit security fail to do so within 
after receipt of notice as provided in 7-204, the department shall 
:ely suspendt 

i driver's license of that person. 

i registrations of all vehicles owned by that person* 

a nonresident, the operating privilege of that person. 

irtment shall also impose immediate suspension when it receives written 
from any judge or clerk in this state that a judgment arising out of a 
>le accident as defined in 7-202 has remained unsatisfied for 

Suspension—Sight to a Hearing, Notice, Request for Hearing, Waiver, 
'. Hearing. 

raid any owner or driver required to deposit security fail to do so 
&in 20 days after receipt of a notice as provided in 7-204, the 
wrtment shall serve immediate notification on such person that his or 
: driver's license* the registrations of all vehicles owned by that 
■son, and if a nonresident, the operating privilege of that person in 
i state, will be suspended in 21 days .from the date of the suspension 
:ice. 
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i notice of suspension shall be mailed to the person at the address 
nra on a written accident report if available* a written report of a 
r enforcement officer if available, or to the last known address shown 
the department's records. The notice shall be deemed received three 
's after mailing, unless returned by postal authorities. 

\ notice of suspension shall clearly specify the reason and statutory 
tunds for the suspension, the effective date of the suspension, the 
fht of the person to request a hearing, the procedure for requesting a 
tring, and the date by which that request for a hearing must be made. 
i notice shall also inform the person that unless a hearing is 
[uested he or she will be responsible for turning over their driver's 
:ense and the registration plates for all owned vehicles to the 
tartmeat on the effective date of the suspension. 

a hearing is desired by the person who is the subject of the 
ipension action, the request must be submitted in writing to the 
>artment within 14 days. Failure to do so waives the right to a 
inng. If a timely request for a hearing is not made, the department 
ill carry out the suspension of driver's license and vehicle 
fistration on the date specified in the notice. The commissioner shall 
« discretionary authority to waive the 14-day filing requirement if, 
the interest of justice or in light of extenuating circumstances, such 
ion is warranted. 

the subject of the suspension notice requests a hearing in accordance 
h the above provisions, the department shall afford such person a 
ring within 30 days of the date written notice is received. The 
missioner shall give at least 10 days advance written notice of the 
ring to all interested parties. The notice must contain a brief 
lanation of the proceedings to be taken and the possible consequences 
an adverse determination. 

hearing shall determinet 

If the accident is subject to the provisions of 7-201; 

If the provisions of 7-205 apply; and 

If the person against whom the suspension action is being taken has 
in fact failed to deposit the security requested by the department 
in compliance with the provisions of 7-204. 

equirements of Policy or Bond. 

policy or bond shall be effective unless issued by an insurance or 
ety company authorised to do business in this state, except as 
vided in subdivision 2. of this section, and unless the policy bond is 
ject to a limit, exclusive of interest and costs, of not less than 
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because of bodily injury to or death o£ one person in any one 
:ident and, to a limit of not less than $ because of bodily 
jury or death of two or more persons in any one accident* and to a 
tit of not less than $ because of injury to or destruction of 
>perty of others in any one accident. 

an insurance or surety company is not authorized to do business in 
Ls state, it must execute a power of attorney authorising the 
missioner to accept service on its behalf of notice or process in any 
:ion upon a policy or bond arising out of the accident. 

t department may rely upon the accuracy of the information in a 
[uired report of an accident as to the existence of insurance or a bond 
Less or until the department has reason to believe the information is 
'oneous. 

owner or operators' policy of liability insurance shall be as defined 
law. 

application to Nonresidents, Unlicensed Drivers, Unregistered Vehicles 
.dents in Other States. 

the owner or driver of a vehicle subject to registration in this state 
involved in an accident and has no license registration in this state, 
i driver shall not be allowed a license, nor shall the owner be allowed 
register any vehicle in this state, until the requirements of this 
ipter have been complied with. 

in a nonresident's operating privilege is suspended under 7-207, the 
wrtment shall transmit a certified copy of the record of the action to 
i appropriate official in the state in which the nonresident resides or 
licensed or both. 

>n certification that the operating privilege of a resident of this 
ite has been suspended or revoked in any other state for failure to 
tosit security for the payment of judgments arising out of a motor 
tide accident, the department shall suspend the license of the 
ident driver, and the registration of the motor vehicle involved in 
i accident if known. The suspension shall continue until the resident 
nishes evidence of compliance with the law of the other state relating 
the deposit of security. 

agreements for Payment of Damages* 

■ two or more of the persons involved in or affected by an accident as 
cribed in 7-201 may at any time enter into a written agreement for the 
ment of an agreed amount with respect Jto all claims of these persons 
nose of bodily injury, death or property damage arising from an 
Ident. The agreement may provide for payment in installments* 
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department, to the extent provided by any written agreement, shall 
, require the deposit of security and shall terminate any prior order 
suspension. If security has previously been deposited, the department 
ill immediately return such security to the depositor or his or her 
sonal representative. 

notice of a default in any payment under an agreement, the department 
ill suspend the driver's license, registrations), or if a nonresident, 
driving privilege of the person in default. The suspension shall 

ain in effect until: 

Security is deposited as required under this Chapter; 

The person in default has paid the balance of the agreed amount; or 

At least one year has elapsed following the effective date of the 
suspension and evidence satisfactory to the department has been 
filed with it that during the period no action at law upon the 
agreement is pending. 

ARTICLE III—FKXir OF FTJUUffCIAL RKSPafSIBILTTT 
FOB TUB FffflfKS 

pplication of Article III. 

risions of this Article requiring the deposit of proof of financial 
bility for the future, subject to certain exemptions, shall applyt 

persons who have had their driver's license suspended or revoked under 
motor vehicle laws of this state; 

persons who fail to deposit security in accordance with 7-204; and 

persons who have failed to pay judgments arising out of the ownership, 
ntenance, or use of vehicles subject to registration under the laws of 
s state. 

efinitions. 

owing words and phrases when used in this Article meant 

or vehicle liability policy. 

Certification! A motor vehicle liability policy shall mean an 
owner's or operator's policy of liability insurance, certified in 
accordance with 7-307 or 7-308 as pejoof of financial responsibility 
for the future, and issued, except as otherwise provided in 7-307, 
by an insurer duly authorised to transact business in this state. 
An owner's or operator's policy shall be as defined by law. 
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) Excess or Additional Coverage: Any policy which grants the coverage 
required for a motor vehicle liability policy may also grant any 
lawful coverage in excess of or in addition to the coverage 
specified for a motor vehicle liability policy. Excess or 
additional coverage shall not be subject to the provisions of this 
Chapter. With respect to a policy which grants the excess or 
additional coverage, the term "motor vehicle liability policy" shall 
apply only to that part of the coverage which is required by this 
section. 

»of of financial responsibility for the futuret Wherever used in this 
bicle the terms "proof" or "proof of financial responsibility" shall be 
nonymous with the term "proof of financial responsibility for the 
Cure." The methods of giving proof specified in 7-307 shall be 
quired as proof of financial responsibility for the future. Such proof 
ill provide liability coverage for accidents arising out of the 
nership, maintenance or use of a motor vehicle subject to registration, 
amounts specified in 7-210, occurring subsequent to the effective date 
the proof. 

Igmentt Judgment means any final judgment rendered by a court of 
npetent jurisdiction. 

itet The word "state" includes any state, territory, or possession of 
i United States, the District of Columbia, the Commonwealth of Puerto 
:o, or any province of Canada. 

?roof Required Upon Certain Convictions. 

r, under any law of this state, the driver's license or any person is 
id or revoked because of a conviction or forfeiture of bail under this 

the department shall suspend the registrations of all vehicles 
red in the name of that person except that if the owner gives and 
is proof with respect to all owned vehicles, the department shall not 
the registrations unless otherwise required by law. 

nse shall be issued and no motor vehicle shall be registered in the 
a person unless he or she gives and maintains proof of financial 

Lbility when that person is convicted of, forfeits bail for. or has 
License privilege withdrawn or restricted by the commissioner in 
:ion witht 

f offense requiring the suspension or revocation of a license} 

Lving a motor vehicle without being licensed to do so; or 

Iving an unregistered vehicle on the highways. 
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Suspension Until Proof Furnished. 

ision or revocation shall remain in effect and the department shall not 
ly new or renewal license or register or reregister in the name of such 
iny vehicle until permitted under the motor vehicle laws of this state, 

then until the person gives and maintains proof of financial 
bility. 

tction in Respect to Nonresidents. 

B department suspends or revokes a nonresident' s operating privilege 
of a conviction or forfeiture of bail, the privilege shall remain 
id or revoked unless that person gives and maintains proof of financial 
bility. 

defendant named in any certified copy of a judgment reported to the 
>nt is a nonresident, the department shall transmit a certified copy of 
mient or a certificate of facts relative to the judgment to the motor 
administrator in the state where the defendant is a resident or is 
I. 

roof to be Furnished for Each Registered Vehicle. 

:le shall be registered or continue to be registered in the name of any 
required to file proof of financial responsibility unless such proof 
: furnished to the department. 

ethods of Giving Proof. 

y be given by filing* 

ertificate of insurance; 

ond; 

ertificate of deposit of money or securities! or 

ertificate of self-insurance, as provided by statute. 

of may be furnished by filing with the department the written 
tificate of an insurer authorised to do business in this state that 
re is in effect a motor vehicle liability policy for the benefit of 
person required to furnish proof. The certificate shall specify the 

tificate effective date and by appropriate reference all vehicles 
ered thereby, unless the policy is issued to a person who is not the 
er of a motor vehicle. The department may provide that any 
tificate filed under provisions of this Chapter shall terminate at the 
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of three year* from the date the proof was required or as provided in 
12 if the insurer terminates before the expiration of three years. A 
resident may give proof by filing with the department a written 
tificate of an insurer, provided the certificate otherwise conforms 
h the provisions of this Chapter. The department shall accept the 
e upon condition that the insurer complies with the following 
visions with respect to the policies so certified: 

The insurer executes a power of attorney authorising the 
commissioner to accept service on its behalf of notice or process in 
any action arising out of a motor vehicle accident in this state; 

The insurer agrees in writing that such policies shall be deemed to 
conform with the laws of this state. If an insurer, not authorised 
to transact business in this state but qualified to furnish proof, 
defaults in any undertakings or agreements, the department shall not 
accept as proof any certificate of the insurer so long as the 
default continues. 

BSfiof 
of may be evidenced by the bond of a surety company authorised to 
nsact business in this state, or a bond with at least two individual 
eties each owning real estate in this state and together having 
ities equal in value to at least twice the amount of the bond. The 
1 estate shall be scheduled in the bond approved by a judge of a court 
record and the bond shall be conditioned for payment of the amounts 
cified in this Chapter. The bond shall be filed with the department 
shall not be cancelled except after ten days' written notice to the 

artment. 

iond shall constitute a lien in favor of the state upon the scheduled 
1 estate of any surety upon the filing of notice to that effect by the 
artment in the office of the proper court of the county or city where 
h real estate is located. The lien shall exist in favor of any holder 
a final judgment against the person who has filed the bond, for 
ages because of bodily injury to or death of any person, or for damage 
ause of injury to or destruction of property resulting from the 
ership, maintenance, use or operation of a vehicle subject to 
istratioa under the laws of this state after the bond is filed. 

re add provisions, in conformity with local practice, to regulate the 
ordiag of such liens.) 

dgment, rendered against the principal on a bond, is not satisfied 
0 days after it has become final, the judgment creditor may, for his 
and benefit and at his expense, bring an action or actions in the name 
ttate against the company or persons executing the bond, including an 
o foreclose any lien that may exist on the real estate of a person who 
uted the bond. 
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r a«gttrifci«« »« proftf 

oof nay be evidenced by a certificate of the (State Treasurer) that the 
rson named therein has deposited as required by statute with him or her 

in cash, or securities which may be legally purchased by savings 
nks or trust funds of a market value of $ . The (State Treasurer) 
all not accept any deposit and issue a certificate and the department 
all not accept the certificate unless accompanied by evidence that 
ere are no unsatisfied judgments of any character against the depositor 
the county where the depositor resides. 

deposit shall be held by the (State Treasurer) to satisfy, any 
ecutioa on a judgment issued against the person making the deposit, for 
nages because of bodily injury to or death of any person, or for 
mages because of injury to or destruction of property, resulting from 
e ownership, maintenance, use or operation of a vehicle subject to 
gistration under the laws of this State after the deposit was made. 
ney or securities so deposited shall not be subject to attachment or 
ecution unless the attachment or execution arises out of a suit for 
nages. 

rarw« 

Y person in whose name more than 25 vehicles are registered in this 
ate may qualify as a self-insurer by obtaining a certificate of 
If-insurance issued by the department as provided in this subsection* 

t department may upon the application of a person, issue a certificate 
self-insurance when it is satisfied that the person has and will 

ntinue to have the ability to satisfy a judgment. 

not less than 30 days' notice and a hearing pursuant to the notice, 
■ department may upon reasonable grounds cancel a certificate of 
Lf-insurance. Failure to pay any judgment within 30 days after the 
Sgment has become final shall constitute a reasonable ground for the 
acellation of a certificate of self-insurance. 

3wner Hay Give Proof for Others 

er of a motor vehicle may give proof on behalf of his or her employee 
aber of the immediate family or household of the owner. 

Substitution of Proof 

trtment shall consent to the cancellation of any bond or certificate of 
se or the department shall direct and the (State Treasurer) shall 
any money or securities to the pesmon entitled thereto upon the 
ation and acceptance of other adequate proof* 
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Other Proof Hay Be Required 

ir any proof filed under the provisions of this Article no longer 
,s the purposes for which it is required, the department shall require 
>roof in accordance with this Article and shall suspend the license and 
ation pending the filing of other proof. 

■Duration of Proof—When Proof Hay Be Cancelled or Returned 

certificate of insurance shall terminate; a bond shall be allowed to be 
tncelled; any money or securities deposited ae proof shall be returned 
■ the requirements for filing proof shall be waived in any of the 
1lowing situations! 

L) After three years from the date the proof is required if during the 
preceding three-year period the department has not received notice 
of a conviction or a forfeiture of bail which would require or 
permit the suspension or revocation of the license or registration 
of the person by or for whom the proof was furnished; 

i) In the event of the death of the person on whose behalf the proof 
was filed or the permanent incapacity of the person to operate a 
motor vehicle; or 

> If the person who has given proof surrenders his license and 
registration to the department. If the person reapplies for a 
license or registration within three years from the date proof was 
originally required, the application shall be refused unless the 
person establishes proof for the remainder of the three-year period. 

e department shall not consent to the cancellation of any bond or the 
turn of any money or securities if any action for damages covered by 
m proof is pending or any judgment is unsatisfied, or if the person who 
is filed a bond or deposited money or securities has within one year 
eceding the request been involved as a driver or owner in any motor 
hide accident resulting in injury or damage to the person or property 
others. An affidavit from the applicant as to the nonexistence of 

ch action, or that the applicant has been released from all liability, 
has been finally adjudicated not to be liable, shall be sufficient 

idence in the absence of evidence to the contrary. 

Notice of Termination of a Motor Vehicle Liability Policy 

arer may not terminate a motor vehicle liability policy unless the 
files with the department a notice of termination within ten days 

he effective date of the termination. A motor vehicle liability policy 
ently procurred shall on the effective date of its certification 
te the insurance previously certified. 
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ARTICLE IV—GEMKRAL PHOTIBICMS 

mfiseation of License and Registration Tags 

during, a lawful arrest, a routine traffic stop, a vehicle equipment 
paction, or in conjunction with the issuance of a traffic law 
ition, a law enforcement officer discovers that a owner or driver of a 
>r vehicle has failed to report an "accident" as defined in 7-202, 
Led to deposit security as required in 7-204, failed to file and 
itain proof as required in 7-303, or otherwise violated the provisions 
this Article, such officer shall, on behalf of the department, serve 
tdiate notice of suspension personally on such owner or operator. 

I the law enforcement officer serves the notice of suspension, the 
Leer shall take possession of any driver's license issued by this 
:e held by the owner or driver and all vehicle registration tags 
ted by this state and affixed to such person's motor vehicle. When 
officer takes possession of a valid driver's license issued by this 
:e or valid vehicle registration tags issued by this state, the 
Leer, acting on behalf of the department, shall issue a temporary 
inse/vehicle title which is effective for 24 hours after its date of 
lance. 

iporting and Nonpayment of Judgments 

arson fails within 30 days to satisfy any judgment arising out of a 
Le accident as defined in 7-202, it shall be the duty of the court in 
le judgment is rendered to send to the department immediately a 
1 copy of the judgment and a certificate of facts relative to the 
on a form provided by the department. The certificate shall be prima 
Ldence of the facts stated therein. 

trtment upon receipt of the certified copy of the judgment or a 
ite of facts relative to a judgment shall suspend the license, 
:ion, and any nonresident's operating privilege of any person against 
judgment is rendered. The department, when applicable, shall also 

luch person to comply with the requirements to 7-205. 

isions of the above paragraph shall not apply with respect to any 
arising out of an accident caused by the ownership or operation of a 
swned by or leased to the United States, this state or any political 
Lon of this State or a municipality thereof. 

[caption When Consent Granted by Judgment Creditor or When Insurer 

:he judgment creditor consents in writing, in a form as the department 
prescribe, that the judgment debtor be allowed license and 

Lstratioa or nonresident's operating privilege, it may be allowed by 
department until the consent is revoked in writing, notwithstanding 
iult in the payment of the judgment, or of any installments, provided 
judgment debtor furnishes proof. 
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license, registration or nonresident's operating privilege of any 
rson shall be suspended if the department finds that an insurer was 
Ligated to pay the judgment upon which suspension is based, to the 
:ent and for the amounts required in this Chapter, but has not paid the 
lgment for any reason. A finding by the department that an insurer is 
Ligated to pay a judgment shall not be binding except for the purpose 
administering this section. If in any judicial proceedings it is 

:ermined that an insurer is not obligated to pay a judgment, the 
>artment, regardless of any contrary finding previously made, shall 
tpend the license and registration and any nonresident's operating 
Lvilege of any person against whom the judgment was rendered. 

Suspension to Continue Until Judgments Paid and Proof Given 

se, registration, and nonresident's operating privilege shall remain 
td and shall not be renewed, nor shall any license or registration be 
in the name of the person, including any person not previously 
1, until every judgment is satisfied and until the person gives proof 
to the exemptions stated in this Chapter. 

'ayments Sufficient to Satisfy Requirements 

laments may, for the purpose of this Chapter only, be deemed satisfied 
in the amounts specified in 7-210 have been credited even if the 
lgment or judgments are rendered in excess of those amounts. 

rments made in settlement of any claims because of bodily injury, death 
property damage arising from an accident shall be credited to reduce 
i amounts specified in 7-204. 

installment Payment of Judgments—Default 

judgment debtor upon due notice to the judgment creditor may apply to 
i court in which the judgment was rendered for the privilege of paying 
i judgment in installments. The court may, without prejudice to any 
tor legal remedies which the judgment creditor may have, order and fix 
i amounts and times of payment of the installments. 

► department shall not suspend a license, registration, or 
iresident's operating privilege, and shall restore any license, 
ristration, or nonresident* s operating privilege which has been 
ipended following nonpayment of a judgment, when the judgment debtor 
res proof and obtains an order permitting the payment of the judgment 
installments. 

the judgment debtor fails to pay an installment, upon notice of 
fault the department shall suspend £he license, registration, or 
president's operating privilege of the judgment debtor until the 
lgment is fully satisfied. 
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lischarge of Bankruptcy. 

arge in bankruptcy or any by other insolvency law, following the 
ig of any such judgment, shall relieve the judgment debtor from any of 
uirenenes of this Chapter, except the deposit of proof of financial 
.bility for the future for any judgment debtor who wishes to exercise 
rilege of operating a motor vehicle in this state. 

ARTICLE V--VIOLATICN OF PKOVXSIOlfS OF CHAPTER 7 

transfer of Registration to Defeat Purpose of Act Prohibited 

an owner's registration has been suspended, the registration shall not 
transferred nor the vehicle to which such registration was issued be 
ristered in any other name until the department is satisfied that the 
meter of registration is proposed in good faith and not for the 
'pose or with the effect of defeating the purposes of this Chapter. 

Jiing in this section shall in any way affect the rights of any 
inholder, conditional vendor, chattel mortgagee or lessor of a vehicle 
ristered in the nam of another as owner who becomes subject to the 
•visions of this chapter. 

> department shall suspend the registration of any vehicle transferred 
violation of the provisions of this section. 

lurrender of License and Registration 

■ person whose license or registration has been suspended under any 
vision of this chapter, or whose policy of insurance or bond, when 
uired under this Chapter, has been terminated, shall immediately upon 
ful demand return license and registration to the department. 

person willfully failing to return license or registration as 
uired in paragraph 1. of this section shall be guilty of a 
iss misdemeanor. 

orged Proof 

ton who forges, or, without authority, signs any evidence of proof of 
1 responsibility for the future, or who files or offers for filing any 
of proof knowing or having reason to believe that it is forged or 

ithottt authority, shall be guilty of a Class misdemeanor. 
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1 CHAIRMAN HESS: Thank you. 
2 Do any members wish to address any questions? 
i Representative Druce? 
i REPRESENTATIVE DRUCE: Thank you for your testimony 
5 this morning. 
i Just so I understood you correctly, you were talking 
r about the cost of compliance and those things. The 
3 Association is not opposed to providing to the Department 
) the names of those who are newly insured; is that correct? 
) Was I hearing that as maybe something that you thought, 
I maybe you would incur that cost to not reap the benefits 
> that you thought, or does the Association not have a problem 
i with providing to PennDOT those who are newly insured so 
[ that we're not just giving the Department those who are 
; deleted? 
\ MS. SIMON: That's why it's turning over the whole 

book of business, and the complicated reconciling system and 
i the complicated system that DMV then needs to have, that 
i each insurance company then needs to have tapes that 
i correspond with that. That's what we feel — 

REPRESENTATIVE DRUCE: Which is what we now have in 
Pennsylvania, I guess, that complicated system to gather 
that information. It would just be a question of the 
insurance companies providing the information to the 
Department, right? 
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1 MS. SIMON: Right. I don't know very much about what 
2 PennDOT is planning in terms of additional information or 
3 exactly how the system works. I do know that they don't 
4 require all of that information. I think they just require 
5 cancellations and new business. 
6 MR. MUSTIN: Not new business yet. 
7 REPRESENTATIVE DRUCE: Hot new business yet. I mean 
8 to get to your suggestion of, "zeroing in on those who are 
9 most habitual." I think it's helpful to just weed out, from 
0 what the Department's testimony is, take its limited 
1 resources itself away from the folks who run it and do the 
2 verification process and find out that they're insured 
3 already. They could avoid that whole exercise if, in fact, 
4 they were notified by the insurance companies that so-and-so 
5 is now insured; they simply just change companies. In order 
s to do that we need the cooperation of the insurance industry 
7 to submit that information, so then the Department can spend 
3 its time focusing on those people who are legitimately 
9 uninsured. 
3 I know you were talking about the cost of it. I 
i wasn't sure if you were saying that the Association thought 
2 this was not a good idea to address the problem or the 
i Association would not object to having the insurance 
i companies provide that information to the Department. 
> MS. SIMON: We've been forced to do it in other 
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1 states. It has proved exceedingly expensive. It also 
2 depends on the degree of cooperation between them. In some 
3 states DMVs are very hostile and they fine insurance 
4 companies every time there is no match, and they keep fining 
5 them until they actually make a match, and sometimes that 
6 proves to he impossible. It depends on the degree of 
7 complexity of the system, how muoh it will actually cost to 
e change the system around. And like I said, there1s a major 
9 concern about turning over the books of the business. But 
0 that can be worked out in cooperation. 
1 REPRESENTATIVE DRUCE: One other question, and it may 
2 be difficult for you to answer coming from a national 
3 association. In our previous testimony and in information 
* that we have — and I think Representative Wright was trying 
5 to allude to some of the problems that we have in the 
3 southeast. We have an extremely litigious group in 
7 southeastern Pennsylvania, but we also have people on TV 
s saying, "Call me and I'll get you money for sitting at home, 
) doing nothing," and I think that's an extraordinary part of 
) the problem. We also have high health care costs, and we 
I also have the uninsured motorist costs. All of this sort of 
> rolls into, for that group that are uninsured that I believe 
> are having a problem — and I agree with your earlier 
L comment; there's a group that's just going to be out there 
i dodging the system because they don't want to pay. But I do 
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i believe there is a small group out there who are finding it 
2 difficult to make ends meet for auto insurance because of 
3 its high cost. Act 6 was passed by this General Assembly 
* before 1 got here in '92, and I've seen how it's affecting 
5 the rest of the state except the southeast. We developed a 
5 system of what was called full tort and limited tort, and in 
7 southeastern Pennsylvania most of the folks opt for limited 
s tort who live in the City of Philadelphia because they can 
} see a measurable difference in their insurance premiums. 
1 upwards of about $75.00 on a sample quote I have from State 
I Farm Insurance. But when I looked at the suburban counties, 
i the average cost savings on a six-month premium for someone 
i who chose limited tort as opposed to full tort was only 
i about $35.00. 
> Now. if we knock the lawyers out of the process — 
> follow me on this; they're the bad guys, hypothetically. 
' That's what we heard from the insurance people at our first 
I hearing — why are the insurance companies not passing that 
> savings along to the consumer when we've addressed that 
) issue and only say to a limited tort person, whose suits are 

now very limited, your reduction is only $35.00? What's 
! happened in the southeast is people said, "Give me the full 
i tort. For $35.00 I want the right to sue." And so we've 
■ seen little cost savings. And it's a question I've raised 
> with some folks who represent insurance companies at the 
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i first hearing, and they said they'd get back with some 
2 information but I haven't seen it yet, so unfortunately* 
3 you're the next person from insurance companies that I've 
* seen, representing insurance companies, so I'll ask you. 
5 Why is that? I think if we could address that issue, you 
3 might pick up some more people who would be covered, because 
7 we would make it a little bit more affordable, 
J MS. SIMON: I think there are all sorts of factors, 
) and I will briefly touch on it, that goes into the premium. 
) In congested metropolitan areas, it is lawyers, it is the 
I health care, and if you solve both of those problems, more 

> power to you. But there are other things as well. There's 
) more cars, more accidents, more people. All these things 
i drive up the cost as well. Complicated compliance schemes 
> also pass on very expensive business expenses &s well. All 
; those things are wrapped up, and I think it's impossible to 
' take one factor out at this point without — 1 mean no one 
i has ever done it, to see exactly how much of a savings would 
t be passed along. 
> REPRESENTATIVE DKDCE: So you find it difficult to 

make a comparison, for example, if you would limit the 
litigious side of your premium policy, it's hard to say what 

i value that is worth in terms of determining premiums? I 
would think you could determine that. I would think that 
the insurance industry could say: boy, if we're limited in 
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1 terms of our liability, that could save you 35 percent on 
2 your policy, or 50 percent on your policy. But it doesn't 
3 seem to be matching up that way when I look at the premiums 
4 of — State Farm I think is the number two writer in 
5 Pennsylvania of auto insurance. I would expect these rates 
6 are probably competitive with everyone else in Pennsylvania. 
7 MS, LEE: I guess I would hesitate to ever say to 
8 anybody that there's going to be an "x" percent reduction in 
9 premiums if the law were changed. I know that that's 
0 happened a lot, where insurance companies and others have 
1 said,"If we pass such-and-such a law, then there will be a 
2 reduction," because then people expect to see that 
3 reduction. What I've always tried to respond to people is 
4 that there are so many external factors that insurance 
5 companies have no control over, for example, the medical 
s care costs, physicians' fees, hospitalisation rates, body 
7 shop repairs, lawyers' fees, even looking, as Robyn 
3 mentioned, the traffic density, high traffic density areas, 
S traffic enforcement, law enforcement, and all these other 
) different factors, motor vehicle theft. A lot of these 
i factors, if not all of them, the insurance companies simply 
> cannot control, and even though the insurance consumer is 
) expecting us to provide some kind of a reduction in their 
i premium, we still have to account for all of these rising 
> losses due to these external factors; and until we start 
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f working with the doctors and the lawyers and law enforcement 
2 and body shops to lower their costs, then I don't believe 
i that the insurance companies can really lower their costs, 
\ because our losses, our loss costs, reflect these external 
> factors. It's really a very complicated issue to deal with. 
3 That could be I think one of the reasons, Chairman, 
7 that you had asked me earlier regarding North Carolina. I 
i mentioned earlier that North Carolina does have one of the 
) lowest premiums in the country, and so perhaps that's why 
) the uninsured motorist population is so low there, is 
i because people there probably feel that they can afford to 
! spend $300.00, $400.00 for insurance, whereas here in the 
I Philadelphia area or Pennsylvania itself, the average 
\ premium is about $1,000.00, if not more. That's something 
i that we're going to have to work with with a lot of other 
i organizations in order to try to lower the premium. 

CHAIRMAN HESS: Thank you. 
i Tom, to answer your question, it might have been 
i better answered if we would have had the Insurance 
i Commissioner here and the state police and the Attorney 

Qeneral. Some of these questions I believe might — the 
invitation was extended to those three offices to be here, 
but they chose not to come and testify. Maybe at some 
future point we can get them here to answer some of those 
questions, especially for myself as to the confiscation of 
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1 vehicles. 
2 Some two, three years ago I had offered legislation 
3 to confiscate vehicles for driving under the influence, and 
4 I was informed at that point in time by the Attorney 
5 General's Office that it was not constitutional to do so 
6 simply because the automobile might be in two different 
7 names, it may be a leased car, it may be a rented car, it 
8 may be a loan car. So in their opinion we couldn't — which 
9 was a verbal opinion, by the way, not a written opinion — 
0 we couldn't do it. But I see we are confiscating 
i automobiles, boats, trucks, homes, horses or anything that 
2 carry marijuana, so what is the difference between the two? 
3 Why couldn't we do that on the second offense for driving 
4 under the influence? Why couldn't we do that for a second 
5 offense for driving without insurance? I don't know. These 
B are some of the questions X think we need to ask some of our 
7 legal minds. That's a little bit off the subject. 
9 Are there any other questions? 
J REPRESENTATIVE WRIGHT: Yes. 
» CHAIRMAN HESS: Representative Wright. 
1 REPRESENTATIVE WRIGHT: I have one question. You had 
i mentioned in Florida they had instituted a program for a 
i plate pick-up, and some numbers. The rough numbers you 
f threw out were approximately 60,000 plates were to be picked 
> up, and if I heard you correctly, only 42 out of 60,000 were 
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1 returned. 
2 MS. SIMON: Yes. 
3 REPRESENTATIVE WRIGHT: The question I have is was 
4 ever a follow-up or opinions or statements made about why 
5 only 42? Why wasn't the number greater? I'm sure there are 
s many reasons, but do you know some of the comments that came 
7 back about why there was only 42? 
3 MS. SIMON: A lot of it you heard before. They would 
9 generally call, the officers would call, someone in the 
a department would call and say, "Bring us your plates," and 
1 that doesn't work. Maybe one or two people, or maybe 42, 
2 will come in and bring in their plate. But they had trouble 
3 getting officers. Their resources were limited, and 
v especially if you're talking about in the Miami area, I know 
> lots of other things that come on their list before plate 
i confiscation; and the money that they would have gotten from 
r it was not enough of an inducement to benefit the department 
I or to compensate for the cost and the time that you would 
) have the law enforcement officers spend chasing down plates. 
> And also it could be a wild goose chase. You'd go to the 
[ house; the car is not there. Where are the plates? They're 
> nowhere to be found. The dog ate them. It would have 
i involved repeated visits and be difficult to track them 
t down. And that was why they sort of passed their chief 
i financial responsibility act, which they call the "Bounty 

| COMMONWEALTH REPORTING COMPANY (717)761-7160 | 



1 Hunter Law," la to try to induce private agents to go and 
2 get the plates, because it was just too hard for law 
3 enforcement, due mostly to resources, to track down 60,000 
4 plates. That's a lot of time and a lot of plates. That's 
5 why if you're just tracking down the most pernicious of the 
6 drivers, it's a smaller number of plates that you have to 
7 get, and it could possibly be more effective in at least 
8 getting the worst drivers off the road. 
9 REPRESENTATIVE WRIGHT: Because we have a letter from 
0 PennDOT that stated that approximately 35 percent are picked 
1 up in Pennsylvania out of, in that particular year, 50,000. 
2 X think that was the number that was espoused, that 35 
3 percent were returned after, you know, upon notice of the 
* law enforcement to pick them up as opposed to voluntarily 
5 sending them in or whatever. So we must be doing something 
> better in Pennsylvania than at least Florida is doing. But 
7 I just wanted to address that comment because it kind of 
i left me with the feeling, and maybe others who might read 
} the testimony, that plate confiscation is not successful. I 
) think you have to look at why it wasn't successful. Some of 
I the points you raised is that there was no active effort, 
! and I guess, like with anything, if you have lack of effort, 
> of course you're not going to get a success rate. 
i MS. SIMON: Right. But not just lack of effort 
> because they didn't want to. I think really there's a lot 
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1 of financial concerns, time concerns, things like that. 
2 REPRESENTATIVE WEIGHT: Thank you. 
3 CHAIRMAN HESS: Thank you, Matt. 
4 I have one further question. What role do the 
5 insurance companies in Florida play in the bounty? 
s MS. SIMON: What role does the insurance — 
7 CHAIRMAN HESS: What role do the insurance companies 
3 play in paying the bounty in Florida? 
3 MS. SIMON: The bill just passed. I don't think they 
) do, but I'm not 100 percent sure on that. I would be more 
I than happy to check for you. 
> CHAIRMAN HESS: It would be interesting to know who 
i is actually — 
L MR. MDSTIN: Representative Hess? 
> CHAIRMAN HESS: Yes. 
i MR. MUSTIN: I believe the motorist pays. The cost 
r of the bounty, I believe it's somewhere around $150.00 — 
I CHAIRMAN HESS: Is all part of the cost. 
I MR. MUSTIN: And the cost is assumed by the motorist. 
) He pays that to the state, and the state then pays the 

bounty hunter whatever his fee is. 
! CHAIRMAN HESS: In other words, the state is 
i guaranteeing the bounty hunter the $150.00, and then the 

state tries to collect from the — 
MR. MDSTIN: I don't know what share of the $150.00 
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i the bounty hunter gets, but the state does basically 
2 guarantee the fee. 
3 CHAIRMAN HESS: In other words you think that they 
* would be paid the $150.00, and they would take maybe $20,00 
5 of that for administrative fees and the balance would go to 
3 the bounty hunter, or something like that? 
7 MR. MUSTIN: I believe. I've seen an article in the 
J St. Petersburg paper about it. However, there is no 
a guarantee that the state is going to get their money out of 
) it, because if it goes into the restoration process, and if 
I a person has an old junk vehicle, there's no guarantee that 
i they're going to ever want to get that car restored, that 
i plate. It's cheaper to go out and buy a new plate. 
l REPRESENTATIVE WRIGHT: Representative Hess? 
> CHAIRMAN HESS: Yes. 
i REPRESENTATIVE WRIGHT: In testimony earlier, written 
' testimony that I had mentioned, in the City of Philadelphia, 
i out of the 57,000 tickets that were written in a two-year 
) period, they only had a 22 percent collection rate of the 
I fine. The reason why I bring this up is I just wanted to 

look to the last statement that Bob Mustin said, that fine, 
! you identify persons, you go and you get that plate, and you 
i say, "You owe us $150.00." That doesn't mean you're going 

to get the $150.00. Using the statistics of collections in 
the City of Philadelphia, which is where a lot of these 
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1 plates are going to be from anyway, you're never going to 
2 get the money. So one problem with the bounty system* in 
3 theory, if you're going to pursue that logic, bounty hunters 
♦ would only do it assuming that they were pretty much assured 
5 they were going to get a return. There might be a difficult 
3 problem about having the bounties unless there was an 
7 assurance maybe by the state that the money is there. 
3 CHAIRMAN HESS: Maybe what we ought to do is in order 
3 to get a license to be a bounty hunter, you have to have a 
) tow truck. 
I (Laughter.) 
l CHAIRMAN HESS: We're going to take a brief five-
i minute recess before we have our next person who is going to 
l testify. 
> (Recess.) 
s CHAIRMAN HESS: All right. I think we'd better get 
' started. We have one more person to testify, Mr. William 
t Davenport, a member of the Independent Insurance Agents of 
) Pennsylvania. 
) MR. DAVENPORT: Your neighbor. My office is across 

the river, and I spend considerable time over here for one 
> reason or another. 
i CHAIRMAN HESS: You may proceed. 

MR. DAVENPORT: Good afternoon, Mr. Chairman and 
members of the Transportation Committee. As you see by the 
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i printout that you have been given, I am Bill Davenport from 
2 Lemoyne, Pennsylvania. Some background about me. I own the 
' fioopy Insurance Agency in Lemoyne and have done so since 
* 1974. I started in the insurance business in 1955, served 
5 as a field representative for Aetna in the Pittsburgh area, 
3 then came in to Harrisburg in 1962 as marketing manager for 
7 the same Aetna Casualty and Surety Company. 
1 My insurance agency is almost exclusively property 
i and casualty. I have approximately 4,300 clients, mostly 
) from a five-county area in Central Pennsylvania. The 
I insurance that I write is 75 percent personal lines-auto and 
! homeowners coverage. 
t Today I am here representing the Independent Agents 
i Association of Pennsylvania as well as myself. The I LAP 
> includes almost 1,000 property and casualty insurance 
! agencies in the Commonwealth, and these agencies translate 
' to about 6,000 total agents. 
1 I appreciate the Transportation Committee's interest 
i in the issue of uninsured and possibly underinsured 
> motorists. As you know, they represent a drag on the system 

and a drag on everyone in this room, as well as millions of 
other drivers in Pennsylvania who are paying for the system 
through higher auto insurance premiums. Although here it is 
not as widespread in Central Pennsylvania as it is in 
Philadelphia, it is our belief that the problem still needs 
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to be addressed. 
! I'm going to cut to the chase and share some things 
i that we think that can help. In my opinion each major 
t player can do more than what we are currently doing. We'll 
i turn to PennDOT first. 
i When an individual applies for a vehicle registration 

here, he or she must put down their insurance carrier and 
their policy number, plus their effective and expiration 

i date. My question which I hope you will have PennDOT answer 
is whether or not they check every application. If they 
don't, should they? And if they should, is the Legislature 
willing to provide them with the necessary dollars to get 
the job done? 

Second, when an officer pulls someone over, there is 
always a registration check as well as a check to see what 
kind of driving record that particular individual has. Why 
should not PennDOT also supply the individual's status from 
an insurance standpoint? Companies are doing a much better 
job than they used to to notify the Department of policy 
cancellations. PennDOT needs to figure out how to supply 
this information to law enforcement officers almost 
instantaneously. 

If we go back to the use of your credit cards, if you 
go to buy something with your credit card, they contact 
electronically a central office which tells you, number one, 
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1 whether that card is legitimate, and also tells the merchant 
* immediately whether you have enough limit in that credit 
i card in order to be able to purchase whai; you desire to do. 
t I'm not saying that PennDOT should supply all of the police 
» officers' cars in Pennsylvania with one of those readers, 
• but maybe something else can be done, such as digital or 

something on the bottom of the driver's license. I don't 
( know. I'm not a technocrat so far as electronics are 
> concerned, and I certainly don't understand all of the ins 
i and outs of the Department of Transportation. But in this 

testimony and prior testimony today I'm glad to hear that 
: PennDOT is at least working on this. We need to clear up 
i the false financial responsibility cards. There's got to be 

an answer. 1 don't see this as a major hurdle. 
A third suggestion for PennDOT is to recommend that 

they are quick to code that someone has new replacement 
coverage as i>hey are to code cancellations of coverage. If 
PennDOT does not respond quickly in entering new business 
information, the consumer will be at the mercy of a Kafka-
esque Justice system where the officer relies on incomplete 
PennDOT information to penalize an innocent driver on the 
road. 

None of these suggestions should require major re
tooling of PennDOT, but they would certainly tighten up 
areas where the abuse does exist. Unlike some parts of 
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Pennsylvania, insurance is not prohibitively expensive here 
in Central Pennsylvania. If someone says they can't afford 

i it here, although I may feel sorry for them, that excuse 
doesn't wash really well so far as I'm concerned. I have to 
balance their choice to disobey the law by not having an 
auto policy with society's need to have safer roads and a 
driving public which does not use bogus insurance cards. 
Besides, as I stated before, uninsured motorists make auto 
insurance more expensive for the rest of us. 

The companies can also do more. For the record, I 
want to compliment them for what they've already done. They 
have tightened up considerably from just a few years ago. 
Companies are putting $8 million into a special fund to 
combat insurance fraud, and an additional $4 million 
targeted specifically to auto theft prevention. This effort 
stems from legislation that you passed last year. 

What could companies do in addition to this? I feel 
that there is still a major loophole in the system. 
Currently, an individual may pay as little as 20 to 25 
percent of the premium due, or 35 percent in the case of the 
assigned risk. When the proof of financial responsibility 
card is received, it states that it is good for the full 
six-month interval, or 12 months in the case of the assigned 
risk. The individual who wants to cheat does nothing. 
Unless PennDOT does what I suggested and coordinates 

COMMONWEALTH REPORTING COMPANY (717) 761 -7150 



I insurance information with law enforcement, the uninsured 
*■ motorist can show the card and convince the officer that he 
i has the coverage. 
i Although it will mean additional administrative 
> overhead for companies, I do not think consumers should have 
i a card that says he has fully paid his premium if only 20 
' percent of the actual premium was paid. If, for financial 
i reasons, a consumer must pay in installments, the company 
i could issue a card which clearly states that payments are 
i being made on an installment plan. This would be a flag to 

the officer to check on the true insurance status through 
I FennDOT, assuming we have the cooperation, and from what 
i I've heard this morning, we certainly should have it as soon 

as they can get it ready. 
As a consumer, I would not mind paying incrementally 

to cover the added expense to the company, because I'm 
already paying a significant part of my insurance premium 
thanks to uninsured motorists who now slip through the 
safeguards that already exist. 

As someone who sees automobile insurance through the 
eyes of an agent, and who wants affordable insurance for his 
clients, and as someone with company experience who wants 
the solution to be workable, this suggestion is a realistic 
proposal. 

Companies could also mount a consumer education 
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I campaign to inform people as to what goes into an insurance 
! premium. If consumers understand that insurance fraud and 
t costs incurred by uninsured motorists that are paid are paid 
i by all of us, there might be a reduction of the cult of 
> tolerance that in some circles condones this behavior as 
i beating the system. Instead, they are beating up on all the 

rest of us. 
i General Assembly. The next time the General Assembly 
i chooses to reopen Act 6, it might take a look at requiring 
i making uninsured/underinsured motorist coverage mandatory. 

It is now optional. I spend a bit of time now documenting 
that clients have decided not to take this type of coverage. 
Thanks to our litigious society, attorneys see if the type 
of coverage was explained adequately and determine if there 
was a signed form, which is an option form, signed by the 
insured. Since lawsuits — some frivolous, some not — also 
drive up the cost of insurance, let's reduce the uncertainty 
in this area. 

If you feel up to another round of vehement debate, 
you might wish to look at limiting excessive legal 
settlements. I really don't recommend it, but it's there. 

The biggest thing for the Legislature to do is to 
hold PennDOT's feet to the fire to get them to do what has 
been suggested here, so far as we're concerned. Despite 
good intentions on the part of the Ridge appointees, 
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remember that what jrou have in PennDOT is a bureaucracy used 
■ to doing things a certain way. It will take great 
' perseverance on your part to nudge them along. 
■ In conclusion, there are a number of non-drastic 
' reforms that could be undertaken by the Department, by 
■ companies, and by the Legislature to reduce the numbers of 

uninsured motorists. I do not subscribe to the notion that 
the uninsured, like the poor, will always be with us. 
Tangible steps can be taken by all parties to address the 
problem. 

Let me leave you with one thought. In researching 
for this testimony I checked with a number of company people 
to see what snags there were in the system which allowed 
uninsured motorists to roam the streets. The answer came 
back emphatically: PennDOT must be reformed. Local 
enforcement — picking up tags and vehicles is essential* 
but local enforcement cannot work if PennDOT is not doing 
its share; in other words, not giving them the information. 
Major companies send tapes to PennDOT on a daily or a weekly 
basis. PennDOT does not seem to process them quickly 
enough. Local enforcement officers do not get quick access 
to this information. 

In Hew York City, police do pick up tags and they do 
fine $4.00 per day for not having insurance. Their 
transportation department gives them instant information. 
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1 Uninsured motorist insurance costs $11.00 per six months. 
2 Our insurance here in Pennsylvania is mostly on a six-month 
3 basis, so let's convert that. Uninsured motorist insurance 
4 costs $11.00 per six months in Manhattan. It costs $44.00 
5 every six months in Philadelphia. That's a 75 percent 
3 reduction. I'm amased that insurance is cheaper in New 
7 York. If PennDOT sets its act together and helps local 
s police enforcement, and requires local police enforcement, 
3 we should see a dramatic drop in uninsured motorist coverage 
3 here, too. If Mew York can do it, we in Pennsylvania 
I certainly can do it, too. The key appears to be enforcement 
I on the part of all parties concerned. We have singled out 
i PennDOT because that's where it all starts, but we don't 
i expect PennDOT to be able to do it alone. 
> Thank you very much for the opportunity to present 
i this to you. I will try to answer any questions that might 
' be available. 
t (.Whereupon, the written testimony of Mr. Davenport 
\ follows.} 

I 

I 
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1 CHAIRMAN HESS: Thank you. 
2 Any questions? Representative Druce, 
3 REPRESENTATIVE DRUCE: Thank you for your testimony, 
4 Mr. Davenport. I just want to ask one question that I asked 
5 to the previous testifiers. I guess I'm a little skeptical 
6 that we so through this process that you've outlined, whioh 
7 I think is a good process, and I do think the Department is 
8 going to work with us, but dealing with the full tort/ 
9 limited tort situation In Southeastern Pennsylvania, what 
0 assurance does the General Assembly have that if we tackle 
1 this issue and require the Department to go through all the 
2 processes which you've outlined to identify uninsured 
3 motorists, require the insurance companies zo give new 
4 policyholders over, that in the end the rates don't change? 
5 And to me the rates are part of the problem. I wouldn't say 
5 the biggest part of the problem, there are other 
7 contributing factors I outlined. But what assurance do we 
3 get that — looking at this here, can I assume then that we 
9 can see a dramatic reduction in the $88.00 or $44.00 six-
9 month premium for uninsured in Philadelphia if we put a dent 
t In this? 
i MR. DAVENPORT: You are referring to limited tort and 
i unlimited tort. Limited tort and unlimited tort have no 
i responsibility so far as uninsured motorist protection is 
> concerned. Uninsured motorist protection is separate from 
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1 the unlimited or limited tort proposal in the liability 
2 section of the policy. 
3 REPRESENTATIVE DRUGS: I understand. Maybe I'm not 
4 being clear. I guess I'm using the experience that the 
s General Assembly had with reforms to Act 6 and its reform 
6 dealing with limited tort and full tort, and hearing that 
7 well, if we have this limited tort and we can limit the 
8 liability to insurance companies, therefore we'll see this 
9 great reduction in cost because that* s a contributing factor 
0 in our insurance rates, when, in fact, if you look at the 
1 Southeast rates compared to State Farm, which I have just 
2 outlined earlier, there is no real difference in cost. 1 
3 understand that's a separate issue. I guess I'm looking 
4 over here at an area where insurance companies did not pass 
5 the savings along to the consumer. Now when we're dealing 
6 with the issue of uninsured motorists, we hear all the good 
7 suggestions of things we could do, and we should do, and I 
8 guess my question is: if we do do them, are we going to see 
9 the same result as we did over here on Act 6, which is no 
0 real reduction in cost, or can we see some reduction in cost 
1 from insurance companies? Because I don't understand why 
2 there's so little difference when I look at full tort and 
3 limited tort as it relates to the southeastern counties — 
4 minus Philadelphia — that there is a $35.00 difference. 
5 MR. DAVENPORT: Thirty-five dollars. In this 
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1 territory it's about $35.00. 
2 REPRESENTATIVE DRUCE: And that just doesn't make any 
3 sense to me. So I think it's a legitimate question from a 
4 cost standpoint because I think there is a fraction of the 
5 people out there that I think cost is a factor for why they 
6 may not have insurance. I'm not looking at those that are 
7 constant — 
8 MR. DAVENPORT: If you get a reduction in the claims 
9 that are made in the uninsured motorist section, and also 
0 get an accompanying reduction in payout, the Insurance 
1 Department is not going to be able to do anything else but 
2 require the insurance companies to reduce their costs in 
3 that particular area. These costs to the Insurance 
4 Department have to be justified, and the statistics that 
5 were presented to you earlier, basically if those statistics 
6 show that the number of claims have reduced and the payouts 
7 have reduced, there's no way the Insurance Department is 
3 going to allow the premiums to go up in that particular 
9 section of the automobile law, 
0 REPRESENTATIVE DRUCE: So that becomes our check 
1 then, the Insurance Commissioner, in terms of the statistics 
2 provided and in terms of rate reductions as well. Not only 
3 increases, but can the Commissioner also require rate 
4 decreases? I'm not familiar with that. 
5 MR. DAVENPORT: Yes. If the insurance company wants 
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1 an increase and the Insurance Department looks at the 
2 statistics and says, "Ho way," or "You have enough, keep it 
3 where it is," or "Reduce them," the Insurance Department can 
4 do that, in my experience, on both the company side and the 
5 agent side. 
6 You have two aspects of the uninsured motorist 
7 protection. If I'm involved in an accident and I receive 
B medical expenses resulting from an automobile loss — and I 
9 could be in anybody's car or I could be walking across the 
D street and be injured and have medical expenses resulting 
1 from that accident. The person who caused the accident has 
I no insurance, but on my insurance policy I have uninsured 
1 motorist protection with whatever limit; it doesn't make any 
\ difference. If the person that caused my loss has no 
> insurance, I can make a claim against my own insurance 
> company just by filling out a claim form and submitting it 
r to them. It will be paid based on the cost of my medical 
1 expenses, up to the limits of the coverage in this section 
) of the policy, without reference to anything else, as 
) provided by the contract of insurance in the automobile 
I policy. 
! What happens in many of the cases is the public does 
i not realize that in uninsured motorist, they can make the 
I claim themselves; they don't need any representation. If 
i you come to me with an uninsured motorist claim, I'll make 
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1 out the claim form, make sure it's acceptable to you, what 
2 I've said in reporting the claim, and submit your medical 
3 bills with that, and subsequent medical bills, and the 
4 insurance company- will honor the claim as Ions as the 
5 uninsured motorist is on your policy. 
6 what the public doesn't understand, they seek an 
7 attorney, and that has a tendency to drive up the cost. 
8 REPRESENTATIVE DROCK: I appreciate that. «Just so 
9 you know, not to think I'm picking on the insurance 
0 companies who were good enough to testify today, but X did 
1 ask the trial lawyers in Philadelphia two questions. One is 
2 outlawing contingency fees in those situations and requiring 
3 them to bill by the hour, which I think would put a more 
* realistic cost on it. Now they're free — it's an open 
5 system for them; it's just go for what you can get. And 
B they questioned about their ability to enter the system 
7 immediately without letting the adjusters try to handle the 
3 situation. 1 understand there may be problems with that, 
» but I at least posed those questions. I believe that's part 
) of the problem, too. 
I MB. DAVENPORT: If the insured with the uninsured 
> motorist protection feels the adjuster is not handling it 
) properly, get the agent to get into it, get the supervisor, 
i and if that doesn't happen, then get an attorney. 
> REPRESENTATIVE DRUCE: Thank you for your testimony 
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1 today. 1 appreciate it. 
2 CHAIRMAN HESS: Thank you, Tom. 
3 Are there any other questions? Representative 
4 Wright. 
5 REPRESENTATIVE WRIGHT: A couple questions. One. you 
6 mentioned first a novel idea, I thought, and I have some 
7 questions about it. That when you buy insurance, for a six-
8 month policy, you put 20 to 25 percent down on installments, 
9 and then you get a card that says good for the next six 
0 months, but why doesn't it say installments? That would be 
1 a red flag, maybe, that this officer should do a little 
2 further checking. But you still have the same problem. 
3 Even if they paid in full for the six months and they 
4 canceled the policy the next day, they would still have a 
5 card; it wouldn't say installments. 
S MR. DAVENPORT: It wouldn't say canceled, either. 
7 REPRESENTATIVE WRIGHT: Even if it is installments, 
s then — well, I'm not too sure that's going to solve 
9 anything. 
) MR. DAVENPORT: One more idea in the concept to try 
l and cut down on the people that are avoiding the whole 
> process. 
» REPRESENTATIVE WRIGHT: Now, you made a statement 
1 about police officers out on the street do not have enough 
> information to work on, and you alluded that PennDOT was not 
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1 providing them the proper information that they needed. Can 
2 you expand upon that? 
3 MR. DAVENPORT: PennDOT's system does not currently 
4 provide them with any kind of insurance information at the 
5 time, as FennDOT testified and, to the best of sty knowledge, 
6 is still effective today. You know if the driver's license 
7 is in force, you know whether the driver is being sought 
6 after for something else thax's happened, but the police 
9 officer has no way of securing any information — and 
io FennDOT is working on the system* and that's great — has no 
n way of getting into the information regarding insurance. 
i2 PennDOT 1 think needs to come up, and from what they 
3 testified this morning, their new system is going to provide 
4 some of this, which is great, 
5 REPRESENTATIVE WRIGHT: From PennDOT's point of view, 
6 and I'll speak for them, but I think their point is the car 
7 is insured unless through one of the processes an F stop has 
8 been placed upon that registration. So I guess in reverse 
9 it actually assumes that the car is insured unless we show 
» that it is not. If the police officer on the street would 
!1 do a check, no F stop appears, the assumption is that the 
2 car is insured. Of course, if records aren't up to date, we 
3 have another problem. 
4 The last thing I wanted to point out was we heard 
5 earlier that the Legislature only requires insurance 
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1 companies to provide data to PennDOT when a policy is 
2 canceled. 
3 MR. DAVENPORT: Canceled. Exactly right. 
4 REPRESENTATIVE WRIGHT; And PennDOT does not have — 
5 and we've heard some discrepancy here — but PennDOT does 
S not have the ability to require that information when a new 
7 policy is written. There may be a discrepancy about whether 
a they really do or not. But would you be in favor of 
3 mandating that when policies are written, within "x" amount 
3 of days or whatever the information is provided to PennDOT? 
I MR. DAVENPORT: From my company experience, companies 
i are reluctant to get into anything more that's going to 
) cause them to provide another procedure to anybody, not just 
t PennDOT or anybody else. But if they are now running tapes, 
; and they are, and supplying the tapes to PennDOT for the 
i cancellations, it's just another simple process to run 
r another tape or the second half or the first half of the 
t original tape to give PennDOT the information on the 
> policies that have been written, because if I canceled it 
> from company A because I could get a better deal or whatever 

from company B, I'm going to get a cancellation notice from 
I Larry White asking me to substantiate the fact that my 
i policy was not in cancellation mode for 31 days, because 
[ PennDOT is not able to piok up — and it's not PennDOT's 
> fault. The companies are not supplying PennDOT with the 
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1 information that I replaced policy A with policy 5. 
2 REPRESENTATIVE WRIGHT: I'll ask the direct question 
3 then. Are you in favor of the insurance companies providing 
4 information to PennDOT upon writing coverage? 
5 MR. DAVENPORT: Yes. As long as PennDOT wants to 
6 handle it and is capable of handling it. I don't want to 
7 create any more problems for PennDOT than they already have. 
6 But if this is something PennDOT wants and PennDOT can use, 
9 yes. 
0 REPRESENTATIVE WRIGHT: Is this personal opinion or 
1 could this somewhat be the official opinion from — 
2 MR. DAVENPORT: The companies that I talked to are 
3 not -coo enthused about this, but if Pennsylvania requires 
4 it, yes, they can supply it. 
5 REPRESENTATIVE WRIGHT: We also heard earlier a 
6 statement that — an expectation of $10 million it would 
7 cost. I might be off, but I thought I heard someone who 
8 testified before this. For the whole process, they would 
9 incur a $10 million expenditure. 
0 MR. DAVENPORT: I have no feeling for that. PennDOT 
1 has got to be the source of the information there, because I 
2 have nothing on that. 
3 REPRESENTATIVE WRIGHT: No, no. I meant the 
4 Independent Insurance Companies that testified before us, 
5 just before you, had said that if they threw out a figure — 
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1 of course, it's an approximation, but we'll just use it — 
2 that in additional expenditures to the insurance companies 
3 of Pennsylvania it would cost approximately $10 million to 
» implement this new proposal. 
5 MB, DAVENPORT: I have no basis to agree or refute. 
3 That's not something that I got into. 
7 REPRESENTATIVE WRIGHT: Hell, If we assume that 
3 that's true, that's not an insignificant amount of money. 
i But X agree, it will incur an expense, right, it has to, but 
) I agree, $10 million sounds like an awful lot of money for 
i it. 
> MR. DAVENPORT: That's basically, 1 think, a keypunch 
) operation on the computer, but again, I don't know. I left 
x the company 20 years ago. 
5 REPRESENTATIVE WRIGHT: Thank you. 
i CHAIRMAN HESS: Thank you. I just have one question. 
r I think, Bob, you might want to listen to this. It's under 
I insurance regulations. Section 221.3 says here, "The 
) insurer shall notify the Department no later than ten days 
I following the effective date of the cancellation or 

termination. This requirement shall not apply to a policy 
i that has been effect for more than six months from the date 
i of this policy which was issued." I think that needs to be 
. revisited. 
i MR. MOSTXN: It has been. They report all 
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1 cancellations. 
2 CHAIRMAN HESS: All cancellations now? 
3 MR. MUSTIN: All cancellations. All cancellations. 
4 They're required by the Vehicle Code to do that. 
5 CHAIRMAN HESS: My error. I apologize. 
6 MR. MUSTIN: The regulations cannot be less stringent 
7 than the law. The law clearly says in Section 1786 of Title 
B 75 that they are to report all cancellations to us. It also 
9 says in Section 1786 that they are to report all new 
0 policies to us. conditional on the Department promulgating 
1 regulations. We are in the process of promulgating those 
2 regulations, but we believe the process would probably work 
3 faster if we were to amend the law. 
* CHAIRMAN HESS: I thought these were current 
5 regulations. If I'm wrong, I offer my apology. 
5 MR. MUSTIN: They may be current, but they are 
T superseded by the Vehicle Code. 
s MS. SERIAN: What regulations were they? 
1 CHAIRMAN HESS: Section 221.3 of the — 
> MR. MOSTIN: 67 Pa. Code. 
I MS. SERIAN: We will look. 
l CHAIRMAN HESS: This is the Vehicle Code, Bob, I'm 
1 reading from. 
f MR. MOSTIN: It's 67 Pa. Code. 
> CHAIRMAN HESS: Thank you. 
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1 Mr. Phillips, do you have anything you would like to 
2 offer at this time? 
3 MR. PHILLIPS: Yes, I do. For the record. I'm Vince 
4 Phillips. I'm Vice President of Government Affairs for the 
s Independent Insurance Agents of Pennsylvania. Following 
6 Bill Davenport is a tough act to follow, particularly so 
7 close to lunch. But I do want to say that I, for one, 
8 appreciate the testimony given by the 3>eputy Secretary this 
9 morning because she addressed many of the concerns that Bill 
0 has raised in his testimony. I'm delighted, for example, to 
1 know that there is a new system going on line, and I'm 
2 delighted to know that they will have the almost 
3 instantaneous access to that system being given to local law 
4 enforcement, one of the key suggestions. 
5 So I just wanted to say that I appreciate the fact 
6 that PennDOT is already mindful of some of the items that we 
7 addressed, and of course, to thank the Committee for 
s allowing Bill to testify. 
9 CHAIRMAN HESS: Thank you. I thank all those who 
0 came to testify this morning. You enlightened us quite a 
i bit. Thank you very much. 
2 The meeting is adjourned. 
i (Whereupon, at 12:42 p.m., the public hearing was 
i- concluded, j 
> *** 
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