
REPORT OF THE 
STATE CORPORATION COMMISSION'S 
BUREAU OF INSURANCE ON 

Insurance Premium Increases 
Resulting From Not-At-Fault 
and Partially-At-Fault Motor 
Vehicle Accidents 

TO THE GOVERNOR AND 
THE GENERAL ASSEMBLY OF VIRGINIA 

House Document No. 14 
COMMONWEALTH OF VIRGINIA 
RICHhIOND 
1989 



PRESTON C, SHANNOh 
CHAIRMAN 

THOMAS P. HARWOOD, JR. 
COMMISSIONER 

ELIZABETH B. LACY 
COMMISSIONER 

GEC)R<:E W. BRYANT. .IR. 
CLERK OF THE COMMISStOh 

ROX 1197 

RICHMOND. VIRGINIA 2.3221)9 

STATE CORPORATION COMMISSION 

November 17, 1988 

TO: The Honorab le  Gerald L. B a l l l e s  
Governor  of V ~ r g l n i a  

and 
The General Assembly of V l r g l n i a  

We are pleased t o  t r a n s m i t  t h l s  Report of t h e  State Corporation 
Commiss~on ' s  Bureau of I n s u r a n c e  on Insurance Premium I n c r e a s e s  
R e s u l t i n a  From Not-At-Fault And Partzallv-At-Fault Motor Vehicle 
Accidents. 

The s t u d y  was l n l t i a t e d  and the report prepared p u r s u a n t  t o  
House J o l n t  Resolut~on 7 2  of the 1 9 8 8  S e s s i o n  of t h e  General 
Assembly of V i r g i n i a .  

Preston C .  ~ h a h n o n  
C h a i r m a n  

Thomas P. Harwood, J r  , 
Commlssloner u 



TABLE OF CONTENTS 

. . . . . . . . . . . . . . . . . .  Executive Summary 1 

House Jolnt Resolution No. 72 . . . . . . . . . . . .  4 

Appendlx A 
Statewide Average Rate Level Changes 

Appendlx B 
State Laws Regulating Accident Surcharges 



EXECUTIVE SUMMARY 

Leqlslatlve Reauest 

The State Corporatlon Commlsslonts Bureau of Insurance 
was requested by the 1988 Sesslon of the General Assembly to 
study the Issue of insurance cornpanlest increasing premlums 
due to not-at-fault and partially-at-fault motor vehlcle 
accidents. The study resolution assumed (1) there had been 
a dramatlc Increase in autornoblle insurance prernxums 
resultlng from the recent Insurance crlsls and (2) there had 
been an lncrease in Lnsurance premlums due to not-at-fault 
and partially-at-fault losses. 

Rate Increases 

A revlew of the top 10 prlvate passenger automoblle 
lnsurance companles in Virginia lndlcated that the average 
of the annual automoblle Insurance rate Increases over the 
past flve years has been 3.8%. 

Statutory Requirements 

Under Vlrglnla insurance law, no lnsurance company may 
charge pornts (add a prernlum surcharge) as a result of a 
motor vehlcle accldent unless the accldent was caused elther 
wholly or partially by the named ~nsured, a resldent of the 
same household, or other customary operator, except where 
the operator causlng the accident 1s a prlnc~pal operator 
~nsured under a separate pollcy. Insurers that charge 
polnts are requlred to notlfy the lnsured In wrrtlng and 
advlse the lnsured that he has a rlght to appeal the 
declslon of the Insurer to the Commlssloner of Insurance 
within 60 days of recelvlng the notlce. Vlrglnla lnsurance 
law also stipulates that a surcharge may not be applled for 
a period longer than 36 months and that the surcharge perlod 
may not begln later than 12 months from the date of the 
motor vehrcle accldent. 

Company Flllnss 

All rates and rules pertalnlng to polnt surcharges 
must be flled wlth the State Corporatlon Commission before 
they may be used. Many companles use slmilar rules In 
determlnlng when a surcharge wlll be applled although there 
are varlatlons among companles. Some companles base their 
declslon to surcharge for an accldent accordlng to the 
~nsured's degree of fault and wlll not apply a surcharge 
unless the lnsured 1s at least 50% at-fault. Fault 1s 
sometimes determlned accordlng to whether the insured was 
convicted of a movlng trafflc violation In con~unction wlth 
the accldent. Even when the insured 1s determlned to be at- 
fault, however, most companles have rules which stipulate 
that a surcharge wlll not be applled unless damages 
resultlng from a motor vehlcle accldent exceed a certaln 



dollar amount. This is usually set at $500 or less and 
varies according to each companyts rate filings. When a 
surcharge is applied, the premium is generally increased for 
liability, medical payments, comprehensive, and collision 
coverages. 

Statutorv Provisions of Other States 

A review of the laws of the 50 states revealed several 
regulatory approaches being taken including: 

1. Not addressing the issue of polnt surcharges In the 
law; 

2. Statlng that a surcharge may not be applied ~f the 
lnsured is not-at-fault (this is the approach taken In 
Virginia) ; 

3. Determining chargeability In terms of the insuredts 
degree of fault In the accident (1.. the insured 
must be 50% at-fault before a surcharge may be 
applied) ; 

4. Speclfylng the conditions under which a surcharge may 
not be applied (1.. , ~f the car is lawfully parked 
when the accident occurs, a surcharge may not be 
applied) ; and 

5 .  Specifying a dollar amount which damages must exceed 
before a surcharge may be applled. 

Consumer Com~lalnts 

Consumer complaints involving point surcharges have 
escalated over the past three years. In approximately one- 
thud of all such complaints recelved by the Bureau of 
Insurance slnce 1984, either the Bureau required the point 
surcharge to be removed or the company removed the surcharge 
voluntarily. In at least half of the complaints recelved, 
however, the Bureau determ~ned that the surcharge was 
~ustified and, therefore, the company was not requlred to 
remove the polnt. 

Underwritsnq Decisions Affectlnq Premium Increases 

If a company 1s prohibited from surcharging for an 
accident because the lnsured was nelther wholly nor 
partially-at-fault, the company may seek other means of 
increasing the insured's premlum. A company may non-renew 
the ~nsured's pollcy In the company's preferred program, and 
lnstead, offer coverage In ~ t s  standard or substandard 
program wlth higher rates. New statutory provisions whlch 
were enacted durlng the 1988 General Assembly Sesslon l l m l t  
t h ~ a  practice to a cer ta ln  extent; certaln types of not-at- 
fault losses may not be used as grounds for non-renewal. 



conclusion 

The State corporation Commission concluded that the 
current regulatory scheme effectively monitors point 
surcharges for motor vehicle accidents. Any person 
aggrieved by the assignment of points may appeal the 
insurer's decision to the Commissioner of Insurance who is 
authorized to require the removal of these points if they 
have been improperly applied. 



GENERAL ASSEMBLY OF VIRGINIA - 1888 SESSION 
HOUSE JQINT RE!SOLUTION NO. 72 

Requestrng the Bureau o/ lnsumnce to study the m e  o/ rnsumnce componres' rncrwsrng 
pmrmruns for dnwrs notut-foult or parttally at-Bult 

Agreed to by the House of Delegates, March 12, 1988 
Agreed to by the Senate, March 12, 1088 

WHEREAS, as a result of the r@cent crisis in tbe insurance industry, automobile 
insurance premiums have drarnabically increased for practically every driver; and 

WHEREAS, many have experienced increases in premiums because of clmms filed with 
tbefr own insurers for accidents la which they were not-at-fault or partially at-fault; and 

WHEREAS, good drivers should not be penalized with additional premiums because of 
these claims Aled for accidents for which they were not-at-fault or partirrlly at-fault; and 

WHEREAS, Virginia citizens need to be protected from such unwarranted premium 
increases; now, therefore, be it 

RESOLVED by b e  House of Delegates, the Senate c o n c u r -  That the Bureau of 
Insurance is requested to study the m e  of Lnsurance companies' increasing premiums for 
drivers not-at-fault or partially at-fault because of clairns filed with them. 

Upon completion of thrs study the Bureau of Insurance shall report its findings to the 
Governor and General Assembly as provided in the procedures of the Divis~on of 
Legtslative Automated Systems for p r o a s h . g  legislative dacumeats. 



INTRODUCTION 

The State Corporatlon Commisslonts Bureau of Insurance 
was requested by the 1988 Session of the General Assembly to 
study the Issue of insurance cornpanresf lncreaslng premlums 
due to not-at-fault and partially-at-fault motor vehlcle 
accldents. The study resolution assumed (1) there had been 
a dramatic increase in automobile insurance premlums 
resulting from the recent insurance crlsls and (2) there had 
been an increase In Insurance premlums due to not-at-fault 
and partially-at-fault losses. 

In additlon to reviewing the rate fllings submitted by 
the top 10 prlvate passenger autornoblle Insurers In 
Vlrglnia, several other surveys were conducted for thls 
study. The flrst survey analyzed the types of insurance 
laws other states have enacted whlch llrnit an 1nsurerfs 
right to surcharge due to a motor vehlcle accident. The 
second survey determined what types of safe drlver plans 
przvate passenger automobile lnsurance cornpanles have flled 
with the Bureau of Insurance. Safe drlver plans are rules 
which speclfy the condltlons under whlch points will be 
asslgned for motor vehlcle accldents. The thlrd survey 
analyzed the Bureau's Property and Casualty Consumer 
Services Divlsionfs Actlvlty Reports. These reports were 
revlewed to determine the number of consumer complaints 
involving polnt surcharges whlch had been flled wlth the 
Bureau over the past three years. The results of these 
surveys are contained in this report. 

MAJOR FINDINGS 

R a t e  Increases 

A revlew was made of the rate changes flled by 
Vlrglnla's top 10 prlvate passenger automoblle Insurance 
cornpanles slnce 1983. These top 10 cornpanles represent 
approximately 62% of the market share in Vlrglnla. It was 
noted that the average of these companlesf annual automobile 
rate Increases has been 3.8% slnce 1983. Appendlx A shows 
the Increase and decrease In the statewide average rates for 
each company from 1983 to 1988. 

Statutory Reaulrements 

Every authorized insurer and rate servlce organlzatlon 
llcensed to sell private passenger automoblle lnsurance in 
Vlrglnla 1s requlred to flle all rates and supplementary 
rate lnformatlon wlth the State Corporatlon Commlsslon. 



These rates must be flled before they may be used. 
Supplementary rate lnformatlon includes ratlng rules, 
manuals, and rate-related underwriting rules. These flllnqs 
are requlred pursuant to Sectlon 38,2-1906 of the Code of 
Vlrglnla . 

The ratlng manuals flled by each company contaln the 
company's safe drlver plan. The safe driver plan determines 
how polnt surcharges wlll be applied as a result of a motor 
vehzcle accident. Point surcharges Increase the 
policyholder's premlum. The amount of increase wlll depend 
on the company's rate filings. If a company falls to adhere 
to the polnt surcharge rules contalned In ~ t s  safe driver 
plan, the company 1s In violation of Sectlon 38.2-1906. 

Every company's safe drlver plan must be flled wlth 
the State Corporation Comm~sslon and must comply w l t h  
Vlrglnla's laws pertaining to point surcharges. Under 
Sectlon 38.2-1905 of the Code of Vlrglnla, no lnsurer may 
charge points under a safe driver plan as a result of a 
motor vehicle accldent unless the accident was caused elther 
wholly or partrally by the named ~nsured, a resldent of the 
same household, or other customary operator, except where 
the operator causing the accldent 1s a principal operator 
lnsured under a separate policy. Section 38.2-1905 also 
requlres an insurer that charges points under ~ t s  safe 
drlver plan to notify the insured In wrlting and advise the 
lnsured that he has a right to appeal the declsion of the 
lnsurer to the Conmissloner of Insurance. The insured's 
request for an appeal must be made in writing withln 60-'days 
of receiving the notice. t 

Under Section 38.2-1904 of the Code of Virglnla, an 
insurer 1s prohibited from applylng a surcharge as a result 
of a motor vehicle accldent for a perlod longer than 36 
months. The law also stipulates that the surcharge period 
may not begln later than 12 months from the date of the 
motor vehlcle accldent. 

Company Fllinas 

A review was made of the safe driver plans filed wlth  
the Bureau of Insurance by the malor prlvate passenger 
automobile writers in Virginla. This review also Included 
an examination of the safe drlver plan flled by the 
Insurance Services Of flce, Inc. (ISO) . I S 0  is a rate 
servlce organization that flles rates and rules on behalf of 
~ t s  member companies. 

The prlvate passenger automoblle ratlng manual flled 
by IS0 states that a point surcharge wlll be applled for 
each automob~le accident involving the applicant, or any 
operator of the automoblle currently a resldent In the same 
household, whlle operating any prlvate passenger-type 
automoblle resulting In (1) bodlly ~ n y u r y  or death, or (2) 
damage to any property in excess of $500. The IS0 manual 
also states that a polnt surcharge wlll be applied ~f there 



have been two or more accidents that have resulted in damage 
to any property for which a surcharge has not already been 
applled under the aforementioned circumstances. 

The IS0 manual further states that a surcharge will 
not be applied as the result of an accident under the 
following circumstances: 

the auto was lawfully parked; 
the insured (operator, applicant) was reimbursed by or 
has a judgement against the person responsible for the 
accident; 
the auto was rear-ended and the Insured (operator, 
applicant) was not convicted of a moving traffic 
violation; 
the other operator was convicted of a movlng trafflc 
violation and the insured (operator, applicant) was 
not ; 
the auto was damaged by a hxt-and-run driver and the 
insured (operator, applicant) reported ~t to the 
authorities with~n 24 hours; 
the accident involved damage by contact wlth an~mals 
or fowl ; 
the aacident involved physxcal damage llmlted to and 
caused by flying gravel, missiles, or falling objects; 
or 
the accident occurred as a result of an emergency call 
and the operator was a paid or volunteer member of a 
police or fire department, first aid squad, or any law 
enforcement agency. 

Most companies follow these same guidelines; however, 
there aye a few exceptions such as those shown below: 

1. Llberty Mutual Fire Insurance Company will not 
surcharge for an accident that results In payment of 
cla~ms adlustment expense only or that results In 
payments under medlcal expense or uninsured motorist 
coverage only. They have also revlsed IS0 Rule #7 by 
stating that surcha~ges may not be a p p l ~ e d  for 
accidents involving only phys~cal damage coverage 
unless the accldent 1s a consequence of coll~sion with 
a statlonary ob~ect, other than a person or motor 
vehlcle, or 1s a consequence of upset, or 1s a 
consequence of running off the road. The other 
guidelines follow the IS0 rules. 

Erie Insurance Company generally follows ISOfs rules, 
but they have added a rule which prohibits surcharging 
if payment has been made only under medical payments 
or comprehensive coverage, and they have also stated 
that a surcharge will not be applled lf the 
responsible operator 1s now deceased, excluded from 
coverage, & no longer drives the lnsured auto. Erle 
also stipulates In its manual that a surcharge will 
not be applled unless the lnsured was 50% or more at- 
fault. 



~lrglnia Mutual Insurance Company also uses several of 
the IS0 rules- They do not, however, make an 
except~on for accidents that are the result of rear- 
end colllslons nor do they make an exceptlon for 
accldents where the rnsured was not convicted of a 
traffic vlolatlon and the other operator was 
convicted. Instead they have a rule whlch states that 
no polnt wlll be assigned if the insured has had a 
Vlrginia Mutual pollcy In force continuously for three 
years and has not had another at-fault or partially- 
at-fault accident wrthln three years. 

4. Aetna Casualty and Surety Company uses the elght IS0 
rules and also has a rule that a polnt wlll not be 
asslgned lf the lnsured has had an Aetna pol~cy In 
force continuously for five years and there have been 
no other accldents. 

Horace Mann Insurance Company also follows these IS0 
rules. However, they have added an additional rule 
that prohibits surcharging if the accldent occurred In 
a no-fault state and ~t can be reasonably determined 
that the lnsured was not-at-fault. They also 
stipulate under rule #2, regarding reimbursement, that 
the operator must be reimbursed over 50% by the person 
responsible for the accldent In order to avold the 
surcharge. 

6. Allstate and Allstate Indemnity make the same 
substltutlon under rule #2 by stating that an accldent 
will not be surcharged if the insured has been 
reimbursed, or has obtalned ludgement agalnst the 
other operator, for 50% or more of the property damage 
loss. Under their new buslness ratlng plans both 
companies use the same rules that IS0 has adopted wlth 
the exceptlon of two: they do not forgo the surcharge 
if the accident was In response to an emergency call 
or if the physical damage was caused by flylng gravel, 
mlsslles, or falllng oblects. Under thelr renewal 
ratlng plan an accident 1s chargeable if it was caused 
In whole or In part by the insured (more than 50%) and 
payments totalled at least $300 under bodlly Injury 
llabillty, property damage llabillty, and collision 
coverage. 

7 . State Farm files separate plans for new and renewal 
Guslness, Under the new buslness ratlng plan any 
accldent is chargeable if it results In death or 
bod~ly injury or In property damage of $400 or more. 
The exceptions to thls rule are slmilar to the IS0 
rules. However, the exception regarding accidents 
resulting from emergency calls 1s omltted and has been 
substituted wlth a rule that states that an accldent 
1s not chargeable if the lnsured was "operat~ng a 
vehicle of the type not ellglble for rating under thls 
Rulepv. Under State Farm's renewal ratlng plan an 
accident 1s chargeable ~f the ~nsured was wholly or 



partially-at-fault (at least 50%) and the company has 
paid $400 or more under property damage liability or, 
in the case of a single car accident, $400 or more 
under collision coverage. 

8. Nationwide Mutual Fire Insurance Company flles 
separate rating rules f o r  new and renewal buslness. 
The new buslness ratlng rules whlch apply to 
surcharges are almost ldentxcal to those f~led by 
State Farm. The renewal ratlng plan 1s sllghtly 
different, however, In that an accldent is chargeable 
l f  the company has pald over $400 under property 
damage llablllty and/or bodlly Inlury liability 
(excluding unrnsured motorist coverage) and/or 
colllslon coverage. An exception 1s made for payments 
made under collision coverage where there are valld 
grounds for subrogatlon. 

9. Vlrg~nla Farm Bureau has a unique ratlng plan that 
does not surcharge policyholders for accldents. 
Instead, good drlvers are rewarded for not havlng had 
accldents by recelvlng a careful drlver discount. The 
amount of premlum deduction depends on the length of 
tlme the lnsured has been accldent-free. 

As noted above, some companies determine chargeablllty 
In terms of the degree of fault. Erle Insurance Company 
defines uwholly or partially-at-fault" to mean at least 50% 
at-fault. Allstate and Allstate Indemnity requlre In thelr 
renewal ratlng plan that the lnsured be more than 50% at- 
fault In order to be surcharged for an accldent. If the 
lnsured recovers 50% or more of the property damage loss or 
has a judgement that demonstrates that he 1s 50% or less at- 
fault, the accldent 1s not chargeable. State Farm likewrse 
does not surcharge for an accldent unless the drlver was 50% 
or more at-fault. Fault 1s sometimes deterrnlned according 
to whether the lnsured was convicted of a movlng traffic 
vlolation as a result of the accldent, 

It should be mentioned that these rules are applled In 
conlunction wlth the company's dollar threshold rule so that 
even if the lnsured 1 s  determined to be at-fault, a 
surcharge wlll not be applied unless damages exceed the 
specified level. This level 1s usually set at $500 or less 
and varies according to each company's rate filings. When a 
surcharge is applied, the premium is generally increased for 
liability, medical payments, comprehensive, and collision 
coverages, 

Statutory Provisions of Other States 

State laws vary In the way they regulate polnt 
surcharges for motor vehicle accldents. Some states such as 
Alabama, Arkansas, Delaware, Idaho, Illinois, Indiana, Iowa, 
Montana, North Dakota, Ohlo, Oregon, South Dakota, 
Tennessee, Utah, West Vlrginra, and Wyomlng do not set 
standards to determine chargeabillty nor do thelr statutes 



deflne "chargeable accidentsN or distinguish between at- 
fault losses and partially-at-fault losses, Other states 
have laws which simply state that driving record points may 
not be asslgned due to accidents in which the lnsured was 
not-at-fault. These states include California, Georgia, 
Hawall, Kentucky, Nevada, New Mexlco, North Carolina, 
Oklahoma, Vlrg in la ,  and Wisconsin. 

Connecticut Insurance law states that a surcharge may 
not be asslgned due to an accldent unless damage to property 
exceeds $600. This flgure will change to $1,000 on October 
1, 1988. Alaska has a similar law, but the dollar threshold 
1s set at $100 and applles to damage to property and bodlly 
Inlury. 

Some states define chargeabllity In terms of the 
degree to whlch the lnsured must be at-fault In order to be 
surcharged for an accident. These states Include Loulslana 
(must be 51% at-fault), Massachusetts (must be more than 50% 
at-fault), Mlchlgan (must be more than 50% at-fault), New 
Jersey (must be at least 50% at-fault), and Washington (must 
be at least 50% at-fault). States such as Alaska, Florlda, 
Minnesota, Mlssourl, New Jersey, New York, Pennsylvania, 
Rhode Island, South Carolina, and Texas provlde very 
detalled statutory guldellnes whlch speclfy the 
circumstances under whlch a polnt surcharge may not be 
asslgned. These laws are very slrnilar to the safe drlver 
plans flled In Vlrglnla by IS0 and the other Insurance 
companies. In these particular states, however, Insurers 
may not use polnt surcharge rules whlch contradict those 
provlded by statute. A chart whlch summarizes each state's 
law is provrded In Appendix 3 at the back of thls report. 

Consumer Cornplalnts 

Policyholders have the rlght, under Sectlon 38.2-1905 
of the Code of Vlrglnla, to appeal the asslgnment of polnts 
resulting from a motor vehlcle accldent lf the policyholder 
feels that the assignment has been made wlthout 3ust cause. 
If a written request is made withln 60 days of recelvlng 
notlflcatlon of the surcharge, the Commissioner of Insurance 
1s required to review the asslgnment of points to determine 
whether the surcharge 1s ]ustifled. These "point revlewsu 
as they are referred to by the Bureau of Insurance are 
handled by the Property and Casualty Consumer Servlces 
Dlvlslon. Each year this dlvlsion tabulates the number of 
point reviews it has conducted. 

During fiscal year 1984-1985, a total of 962 polnt 
revlews were handled. In 205 cases (21%) the point 
surcharges were removed voluntarily by the company once the 
complaint had been flled with the Bureau of Insurance. In 
78 cases (8%) the Bureau required the company to remove the 
point surcharge, and in 589 cases (61%) the Bureau ruled 
that the assignment of the surcharge was In compliance with 
the law and had been applled In accordance with the 
company's rate flllngs. The remalnlng 90 camplalnts that 



had been flled with the Bureau were dropped by the 
consumers. 

During fiscal year 1985-86, a total of 1106 point 
reviews were handled. This represented a 15% increase over 
the previous fiscal year. In 292 cases (26%) the polnt 
surcharges were removed voluntar~ly by the company once the 
complaint had been filed. In 61 cases (6%) the Bureau 
required the company to remove the point surcharge, and in 
648 cases (59%) the Bureau ruled that the asslgnment of 
polnts was in compliance wlth the law and had been made in 
accordance with the company's fllings. The remazning 105 
complaints were dropped by the consumers. 

During flscal year 1986-87, a total of 1182 point 
revlews were handled, Thls represented a 7% lncrease over 
the previous fiscal year. In 356 cases (30%) the point 
surcharges were removed voluntarily by the company. In 73 
cases (6%) the Bureau required the company to remove the 
polnt surcharge, and in 656 cases (55%) the Bureau ruled 
that the asslgnment of points was in complrance wlth the law 
and had been made in accordance with the companyfs filings. 
The remaining 97 complaints were dropped by the consumers. 

During fiscal year 1987-88, a total of 1281 polnt 
reviews were handled. This represented an 8% lncrease over 
the previous fiscal year. In 387 of these cases (30%), the 
surcharges were removed voluntarlly by the company. In 108 
cases (8%) the Bureau required the polnt surcharge to be 
removed. In 658 cases (51%) the Bureau ruled that the 
assignment of points was in compliance wlth the law and had 
been made In accordance with the company's filings. The 
remaining 128 complaints were dropped by the consumers. 

These flgures show an lncrease in the number of polnt 
reviews conducted over the past three years. In 
approximately one-third of all cases revlewed by the Bureau 
of Insurance since 1984 the surcharge was either requlred to 
be removed or was removed voluntarlly by the company, In at 
least half of the cases, however, the Bureau determined that 
the surcharge was lustifred and, therefore, the company was 
not required to remove the point. 

Underwritlns Dec~s~ons Affectlns Premium Increases 

If a company zs prohlblted from surcharging for an 
accxdent because the lnsured was neither wholly nor 
partially-at-fault, the company may seek other means of 
Increasing the insured's premium. A company may choose to 
non-renew an insuredfs policy in its preferred program, and 
instead, offer coverage in ~ t s  standard or substandard 
program with higher rates. In this way, the insurance 
company is able to retaln an otherwise unacceptable risk. 
Many companles consider risks unacceptable and no longer 
ellgible for the preferred program if the Insured has had 
too many not-at-fault losses. 



Several new laws were enacted durlng the 1988 General 
Assembly Session which prohibi t  a company from non-renewing 
a motor vehlcle policy due to certaln types of not-at-fault 
losses* These new laws are found In Sectlon 38-2-2222 and 
prohibit insurers from non-renewlng a pollcy solely on the 
basis of (i) one or more claims submltted under the 
uninsured motorist coverage of the policy where the 
uninsured motorist is known or there is physlcal evldence of 
contact; (ii) a slngle claim by a slngle insured submltted 
under the medical payments or medical expense coverage of 
the policy due to an accldent for which the ~nsured  was 
nelther wholly nor part~ally-at-fault; or (ill) one or more 
claims submitted under the comprehensive or towing coverages 
of the pollcy (these are usually considered to be not-at- 
fault losses). Other types of not-at-fault or partially-at- 
fault losses may become t h e  basls for an underwrltlng 
declsion to non-renew a motor vehlcle Insurance pol~cy as 
they would not be prohibited by law. 

CONCLUSION 

The State Corporation Commission concluded that the 
current regulatory scheme effectively monitors point 
surcharges for motor vehlcle accidents. Every Insurance 
company and rate servlce organlzatlon licensed to sell 
prlvate passenger automobile lnsurance coverage In Virglnla 
is required to f i l e  ~ t s  rates and rules wlth the State 
Corporation Con\miss~on. These rates and rules must comply 
wlth the sectlons of Title 38.2 of the Code of Virglnla 
which pertaln to poznt surcharges. These provisions 
restrlct the tlme perlod a company may surcharge for an 
accident and prohlblt the assignment of polnts unless the 
lnsured is wholly or partially-at-fault. Any person 
aggrieved by the assignment of polnts as a result of a motor 
vehlcle accident has the rlght to appeal. the 1nsurerrs 
declsion to the Commlssloner of Insurance wlthln 60 days of 
recelvlng notlflcation. The ~nsured's request for an appeal 
must be made In wrltlng. The Commlssloner then has the 
rlght to requlre the surcharge to be removed lf lt has been 
improperly applied. 
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Allstate Ins. 

Nationwide 

GEICO 
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Aetna 
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Allstate Indemnity 
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State Farm F i r e  

Statewide Average Rate Level Changes Since 1983 for Virginia's 
Top Ten Private Passenger Automobile Companies 

Average 
Annual 

Rate Increase 

Average 
of All 
Rate 
Increases = 3 . 8 %  



APPENDIX B 

STATE LAWS REGULATING ACCIDENT SURCHARGES 

Alabama 

Alaska 

Arkansas 

Laws do not  r egu l a t e  surcharges.  

I n s u r e r s  may s u r c h a r g e  f o r  a t - f a u l t  
acc ldents  involving bodily I n p r y  o r  damage 
t o  property i n  excess  of $100 except  f o r  
acc ldents  where (1) the auto  was lawful ly  
parked, ( 2 )  t h e  lnsured was rexmbursed o r  
r e c e i v e d  a Judgement a g a l n s t  t h e  o t h e r  
d r l ve r ,  (3)  t h e  c a r  was rear-ended and t h e  
l n s u r e d  was n o t  c o n v i c t e d  of a movlng 
violation, ( 4 )  t h e  o t h e r  p a r t y  was 
convicted of a movrng v l o l a t l o n  and t h e  
insured was no t ,  (5)  the c a r  was h l t  by a 
hlt-and-run veh ic le  and lt was repor ted  t o  
t h e  a u t h o r l t l e s  wl th in  24  hours ,  ( 6 )  t h e  
damage was t h e  r e s u l t  of c o n t a c t  w l t h  
anlmals or fowl, o r  (7) t h e  damage was 
caused by f l y l n g  g r a v e l ,  mlss l les ,  o r  
f a l l i n g  ob lec t s .  

I n su re r s  may not surcharge a s  t h e  r e s u l t  of 
an  a c c ~ d e n t  n o t  caused o r  s l g n l f  l c a n t l y  
contributed by t h e  ac t l ons  of t h e  ~ n s u r e d .  

Laws do not  address  chargeab l l z ty  for motor 
veh lc le  acc ldents .  

C a l ~ f o r n z a  Insure r s  may n o t  surcharge I£ t h e  lnsured 
was n o t - a t - f a u l t  zn any manner as 
determined by the accident  r e p o r t  o r  t h e  
i n s u r e r ;  a l s o  may n o t  s u r c h a r g e  a 
f l r e f l g h t e r ,  member of hlghway p a t r o l ,  o r  
peace o f f l c e r  i n  per formance  o f  t h e i r  
d u t l e s  . 

Colorado In su re r s  may surcharge f o r  acc lden t s  whlch 
occurred durlng t h e  3 year  per lod  preceding 
t h e  d a t e  of t h e  proposed ac t l on ;  does not  
have t o  be based upon f a u l t .  

Connecticut In su re r s  may not  surcharge un less  damage t o  
p r o p e r t y  exceeds  $600. W l l l  change t o  
$1,000 on October 1 ,  1988. 

Delaware Laws do n o t  se t  s t a n d a r d s  t o  detesrnlne 
chargeab l l l ty .  

I n s u r e r s  may n o t  s u r c h a r g e  u n l e s s  t h e  
lnsured caused t h e  accident. 



Florida 

Idaho 

Illlnois 

Ind~ana 

Iowa 

Kansas 

Kentucky 

Loulslana 

Malne 

Maryland 

Insurers may not surcharge for 
comprehensive or uninsured motorxst claims; 
Insurers must notify the insured in the 
prernum notice that the insured may request 
reimbursement for surcharges imposed in the 
following situations: (1) the car was 
legally parked, (2) the lnsured was 
reimbursed by the other drlver, (3) the 
lnsured was struck rn the rear and was not 
convzcted of a vlolatlon, (4) the lnsured 
was struck by a hlt and run drlver and ~t 
was reported to the pollce, (5) the lnsured 
was not convlcted of a traffic vlolatlon 
but the other drlver was convlcted, (6) the 
lnsured was found not to be liable by a 
court of competent ]ur~+sdlctlon, 

Insurers may not surcharge for a multl-car 
accident In whlch the lnsured was not-at- 
fault. 

Insurers may not surcharge for an accldent 
~f the lnsured was not-at-fault. 

Laws do not regulate surcharges. 

No authority to regulate surcharges for 
motor vehlcle acc~dents. 

Statutes do not regulate surcharges, 

Statutes do not address the Issue of 
chargeablllty. 

Statutes do not deflne chargeable 
accidents. Bulletrn states that rf the 
lnsured 1s reimbursed any amount no 
surcharge may be applled. 

Insurers may not surcharge for an accldent 
lf the Insured was not-at-fault or 
contributorlly negligent. 

The lnsured can only be surcharged for an 
accrdent rn whrch he was found to be 51% or 
more to blame. 

Chargeablllty 1s not addressed In the law 
but the Bureau's pos~tlon is not to allow 
surcharges unless there have been 2 or more 
at-fault losses over $500. 

May not surcharge for clalms made under 
personal injury protection (no-fault 
coverage) - may not surcharge longer than 3 
years. 



Massachusetts Insure r s  must surcharge i f  t h e  insured  was 
more than  50% a t - f a u l t  and t h e  company paid 
more than  $200 i n  proper ty  damage l i a b i l i t y  
o r  c o l l i s i o n  coverage ;  two points a r e  
assigned for a minor a t - f a u l t  acc iden t  i n  
which the i n su r e r  paid between $200 and 
$1500 ;  three p o i n t s  a re  a s s i g n e d  f o r  a 
major at-fault accident  where t h e  i n su re r  
paid more than $1500 1n damages. I n su re r s  
must a l s o  s u r c h a r g e  l f  the i n s u r e d  has  
f i l e d  4 o r  more comprehensive c l a l m s  
totaling $2000  o r  more. Prernlums a r e  
increased by $100 f o r  a 2-polnt surcharge 
and $200 f o r  a 3-polnt surcharge. 

Montana 

I n s u r e r s  may o n l y  s u r c h a r g e  f o r  
wsubstantial ly-at-faulttt  accidents which 1s 
deflned as being more than  50% a t - f a u l t .  

Law d e f l n e s  t l su r cha rgew and " cha rgeab l e  
accldentl '  - Law a l s o  r equ l r e s  a n  l n su re r  t o  
dlsclose t o  t h e  applicant ~ t s  tlsurcharge 
plant1 whlch t e r m  1s a l s o  deflned i n  t h e  
law. Although n o t  s t a t e d  In the law, the 
i n s u r a n c e  depar tment  will n o t  approve a 
surcharge 
surcharge 
rear-ended 

plan In  ~ t s  rate f l l l n g  
1s appl ied  t o  anyone who 
at a t r a f f l c  con t ro l  devl 

t h e  
1s 
(2) 

has a ludgement against t h e  o the r  motor l s t ,  
( 3 )  has been reimbursed by t h e  o t h e r  
motor ls t ,  o r  ( 4 ) '  f l l e s  a no-faul t  clalm 
unless  t h e  accldent was a s lng le -ca r  loss. 

Laws do not  determine chargeablllty. 

Insure r s  may not  surcharge f o r  an acczdent 
1 E  t h e  Insured was not-a t - faul t .  I n su re r s  
may n o t  s u r c h a r g e  IE (1) t h e  a .uto was 
lawful ly parked, ( 2 )  t h e  ~ n s u r e d  has  been 
reimbursed by the other operator, ( 3 )  t h e  
insured was rear -ended and was n o t  
convicted of a v i o l a t i o n ,  ( 4 )  t h e  o the r  
operator was convicted of a violation and 
t h e  l n s u r e d  was n o t  c o n v i c t e d ,  ( 5 )  t h e  
i n su red  auto  was damaged by a hit-and-run 
auto ,  ( 6 )  t h e  acc ident  lnvolved damage by 
c o n t a c t  w i t h  an ima l s  o r  fowl ,  ( 7 )  t h e  
acc ident  lnvolved damage by f l y i n g  g rave l ,  
missiles, o r  falling o b ~ e c t s ,  ( 8 )  t h e  
acc ident  was t h e  r e s u l t  of an  emergency 
ca l l  by a pald o r  volunteer  member of t h e  
po l i c e  o r  flre department o r  rescue squad. 

S t a t u t e s  do not  r egu la te  surcharges.  



Nebraska Insurers may not surcharge for an accident 
involving an un~nsured motorist. 

Nevada Insurers may not surcharge as a result of 
claims made In which the insured was not- 
at-fault. 

New Hampshire Defines "accldentl' as an occurrence 
resulting In death, over $250 In personal 
Inpry, or over $500 I n  property damage; or 
personal ~n]ury or property damage to the 
lnsured if the lnsured 1 s  also convlcted of 
a movlng trafflc vlolation in connection 
wlth the accxdent. 

New Jersey Insurers may only surcharge for at-fault 
accidents over $300. The lnsured must be 
at least 50% at-fault ln order to be 
surcharged. Premiums wlll be Increased by 
$300 per year for 3 years. The following 
accidents are not cons~dered "at-f aultql : 
the m s u r e d  obta lned  a -Judgement a g a l n s t  or 
settlement from the other drlver; the auto 
was rear-ended; the other drlver was 
convlcted and the insured was not; the auto 
was struck by a hrt-and-run driver; the 
accldent was in response to an emergency by 
a pald or volunteer member of the flre or 
pollce department or rescue squad; the 
accldent rnvolved physlcal damage loss 
other than colllslon. 

New Mexico Insurers may not surcharge E a r  a not-at-  
fault loss. 

New Y ork Regulations prohlblt surchargzng f o r  
acc~dents In whlch the insured was 
responding to an emergency on behalf of a 
flre department or rescue squad; also 
cannot surcharge for property damage under 
$600 unless there has been more than one 
accldent; cannot surcharge lf (1) the auto 
was lawfully parked, (2) the auto was 
struck rn the rear and the ~nsured was not 
convlcted of a vlolation, (3) the auto was 
struck by a hrt and run drlver, (4) the 
accldent occurred durlng the course of 
employment In a vehicle used for hire and 
no convlctlon resulted, (5) the accldent 
occurred durlng the course of employment In 
an auto Eurnlshed by the employer, (6) the 
insured has recelved reimbursement or a 
judgement equal to one-third or more of the 
value of the property damage clalm. 



North Carollna Insurers may only charge for at-fault 
accldents; safe driver plans may provlde 
for separate surcharges for ma-~or 
accidents, mlnor accidents, and 
lntermedlate accldents. 

North Dakota Statutes are sllent ln the matter of 
accldent surcharges - there are no 
admlnlstratlve rullngs on thls sub3ect. 

Oklahoma 

Statutes do not address the lssue of 
chargeabillty. 

Insurers may not assign drlvlng record 
polnts due to an accident In whlch the 
lnsured was not at fault, 

Oregon Laws do not set standards to determine 
chargeabillty. 

Pennsylvania Insurers may not surcharge for an accldent 
unless the insured was at fault; fault 1s 
not deflned; also may not surcharge ~f (1) 
the auto was lawfully parked, (2) the 
lnsured was reimbursed by or has a 
judgement agarnst the other drlver, (3) the 
auto was struck In the rear and the lnsured 
has not been convlcted of a v~ol_atlon, (4) 
the other drlver was convlcted of a 
violation and the insured was not 
convicted, (5) the auto was struck by a 
hit-and-run drlver and lt was reported to 
the police, (6) the accldent involved 
damage by contact with animals or fowl, (7) 
the damage was caused by flylng gravel, 
mlsslles, or falllng ob]ects, (8) the 
accident was In response to an emergency 
and the operator was a pald or volunteer 
member of a pollce or flre department, 
flrst ald squad, or any law enforcement 
agency, (9) the accldent occurred more than 
36 months prlor to the inceptlon or 
anniversary date. 

Rhode Island Regulation establishes guidelines for 
determln~ng what 1s not a chargeable 
accident - insurers cannot surcharge if (1) 
the car was legally parked and unattended, 
(2) the owner or operator has recelved at 
least 51% reimbursement from the other 
drlver, (3) the indlvzdual has recelved a 
-Judgement agalnst the other owner or 
operator for at least 51% of the physlcal 
damages, (4) the damage inflicted was done 
by an individual operating a stolen car, or 
(5) the other owner or operator's llcense 



Rhode Island 
(cont 'd.  ) was suspended f o r  f a ~ l l n g  t o  s a t l s f y  t h e  

f l n a n c l a l  r e s p o n s l b l l l t y  r e q u i r e m e n t s  - 
l n s u r e r s  must s u r c h a r g e  f o r  c h a r g e a b l e  
a c c l d e n t s  f o r  a t  l e a s t  3 y e a r s .  

South Caro l lna  A l l  l n s u r e r s  must use t h e  uniform nterlt 
r a t i n g  p lan  which g l v e s  a 15% d l scoun t  f o r  
d r l v e r s  wl th  no a c c l d e n t s  and provldes  f o r  
a $ 2 0  a n n u a l  s u r c h a r g e  f o r  e a c h  p o x n t  
a s s l g n e d  I n  e x c e s s  of one  p o l n t .  The 
number of p o i n t s  ass lgned  v a n e s  accord ing  
t o  t h e  f r e q u e n c y  and  s e v e n t y  o f  t h e  
acc lden t  ~nvolvement .  An a c c l d e n t  1s n o t  
chargeable  i f  (1) ~t 1s t h e  f i r s t  a c c i d e n t  
r e s u l t i n g  I n  damage t o  p rope r ty  less t h a n  
$400 and t h e r e  a r e  no l n j u r l e s ,  ( 2 )  t h e  
o t h e r  d r l v e r  pays f o r  t h e  damages, (3 )  t h e  
car was h l t  whl le  l e g a l l y  parked,  ( 4 )  t h e  
Insured was rear-ended and d l d  n o t  g e t  a 
t l c k e t ,  (5)  t h e  o t h e r  d r l v e r  r ece lved  a 
t i c k e t  bu t  t h e  Insured d l d  n o t ,  (6)  t h e  
insured  was s t r u c k  by a h l t  and run  d r i v e r  
and r epor t ed  ~t t o  t h e  p o l l c e ,  ( 7 )  t h e  c a r  
was damaged by f  l y l n g  o b l e c t s ,  animals ,  o r  
blrds .  I n  a d d i t i o n  t o  t h e  unlform r a t l n g  
p l a n ,  d r l v e r s  w l l l  be  s u b l e c t  t o  a n  
additional 25% surcharge lf t h e y  have had 2 
o r  more c h a r g e a b l e  a c c l d e n t s  o r  one  
c h a r g e a b l e  a c c l d e n t  and 2 c o n v a c t l o n s  
wl th ln  t h e  p a s t  36 months. A chargeable 
acc lden t  1s one r e s u l t l n g  I n  b o d l l y  InJu ry  
I n  excess of $300 p e r  person,  dea th ,  o r  
p rope r ty  damage i n  excess o f  $750. An 
exception 1s made for t h e  circumstances 
previously enumera ted  p l u s  a c c i d e n t s  
r e s u l t l n g  from an emergency c a l l  by a pa id  
o r  vo lun tee r  member of  t h e  p o l l c e  o r  f l r e  
d e p a r t m e n t ,  r e s c u e  s q u a d ,  o r  l a w  
enforcement agency. 

South Dakota Laws do n o t  r e g u l a t e  surcharges .  

Tennessee Laws do n o t  r e g u l a t e  surcharges .  

Texas A l l  i n s u r e r s  must use t h e  Texas Drlvlng 
I n s u r a n c e  P l a n  whlch a l l o w s  l n s u r e r s  t o  
a s s e s s  o n e  p o l n t  f o r  e a c h  c h a r g e a b l e  
a c c i d e n t  t h a t  r e s u l t s  I n  b o d l l y  l n y r y ,  
dea th ,  o r  p rope r ty  damage over  $500. One 
p o l n t  is surcharged 1 5 % ,  2 p o l n t s  are 
s u r c h a r g e d  35%,  3 p o l n t s  are s u r c h a r g e d  
6 0 % ,  4 p o l n t s  a r e  s u r c h a r g e d  90%.  An 
acc lden t  1s no t  chargeable  l f  (I) t h e  c la lm 
1s made under medlcal payments coverage,  
( 2 )  t h e  c a r  1s l e g a l l y  parked,  ( 3 )  t h e  car 



Texas 
(contfd. ) 

Utah 

Vermont 

is unattended, (4) the insured has been 
reimbursed by the other drlver, (5) the 
accldent lnvolved government-owned 
property, (6) the car was rear-ended, ( 7 )  
the other party was charged, (8) the car 
was hlt by a hlt and run drlver, (9) the 
car was damaged by falllng objects, (10) 
the car lnvolved damage wlth an anlmal or a 
blrd, (11) the accldent occurred on the 
insured's premlse, (12) the lnsured was 
not-at-fault (lf the accldent was 
lnvestlgated by the police and the lnsured 
was not charged, lt 1s presumed that the 
lnsured was not-at-fault). 

Laws do not regulate surcharging. 

Statute allows for surcharge only when 
Insurer makes payment for death, personal 
inlury of more than $300, or property 
damage over $500. Accldent 1s defined as 
physical contact between owner or operator 
and a person or another oblect. Statute 
also allows the Commlssloner to establish 
rules to designate mltigatlng circumstances 
to serve as the basls for the removal of a 
surcharge. 

Statute prohlblts insurers from charglng 
points unless the acc~dent was caused 
elther wholly or partially by the insured. 

Washington Statutes do not set standards for 
determlnlng chargeabillty, but the 
department has set guldellnes whlch requxre 
an lndlv~dual to be at least 50% at fault 
In order to be surcharged for an accldent. 

West Vlrglnia Neither statutes nor regulations address 
the lssue of surcharges. 

W~sconsln Laws do not regulate surcharging but the 
department takes the positlon that a 
surcharge may not be unposed for an 
accident In whlch the insured was not-at- 
fault . 

Wyoming Laws do not regulate surcharges. 




