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identified this way. Owners of uninsured cars are able to bypass this requirement

illegally, as described by the state police.45

Under the mile/year system, the company odometer audits enhance

enforcement of insurance because direct company involvement and self-interest in

verification improves control on illicit ID cards beyond what police officials and

inspection stations can do.46 Furthermore, policyholder no-shows for renewal or

final audits (dropouts) indicate that the cars have been driven uninsured without

prepaid miles of protection. A gap in protected miles would be evidenced by

odometer readings or signs of tampering even if insurance is re-initiated with

another company. Enforcement sanctions could be invoked for owning a car driven

without insurance, or for odometer tampering.

Indirect enforcement. The logic behind indirect enforcement through the

license plate issue and revocation process is that requiring insurance on a licensed

car to be kept continuously in force assures that insurance will be in force on the car

whenever it is being driven. Specifically, the law requires that a license plate may be

retained only while insurance is in force.47 When insurance coverage terminates,

sanctions can be avoided by not driving the car and by returning the license plate to

PennDOT within 21 days if insurance has not been reinstated or replaced.48

44. Owning a car that is being dliven with no insurance in force is a direct violation of the law's
intent. It is fully sanctioned by a $300 fine and three-month revocations of the license plate and the
owner's driving license. The restoration fee at the end of the suspension periods is $50 for each license.
75 Pa.C.S. Sections 1786 (d), 1786 (f), & 1960.

45. Illicit inspection stickers are used to avoid the inspection altogether, or illicit insurance ID
cards or other insurance documents are used to defeat the verification process at the inspection station.
Testimony to the House Insurance Committee, April 25, 1991, by Lt. Colonel Robert Hicks, Tr. 102­
134.

Although the law requires inspection stations to report any uninsured cars seeking inspections, it
seems that stations have little to gain by reporting the few customers unaware of the insurance
requirement for inspection. 75 Pa.C.S. Sec. 4727 (d)(2).

On the other hand, at-car information for the mile/year system is collected as part of the
inspection process because mileage readings for verified-working odometers are reported to PennDOT
and help build an audit trail for each car. (Two odometer readings are reported: "present odometer
reading" and "odometer reading on old inspection sticker." PennDOT Inspection Record, form TS 431
(11/81».

46. The company audits mayor may not be done in conjunction with the state safety inspections
according to individual arrangements between auto insurance companies and private inspection
stations.

47. The partial sanctions applied for violation are the three-month revocation of the license plate
followed by a $50 reissuing fee. 75 Pa.C.S. Sec. 1786 (d); Sec. 1960.

The law appears to specify the 3-months suspension of registration penalty only for cars being
driven without insurance, and not just for keeping an uninsured car's license plate. (75 Pa.C.S. 1786
(d).) According to testimony by PennDOT, however, the 3-month registration suspension periods are
being applied to cases where the license plate has been kept for an uninsured car, without establishing
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Whenever insurance for a car is terminated and driving coverage is not in force,

the insurance company is required by law to notify PennDOT.49 When suspended

insurance is reinstated however, it is the policyholder who must provide the

insurance information to PennDOT. PennDOT in turn sends a sampling of such

reports to the Company for verification.50 The Company may also notify

lienholders when the car securing the loan has no collision insurance, and also when

the coverage is restored.

Under the current year system there is no reliable way to establish whether or

not a car is actually being, or has been, driven without insurance beyond scattered

information that is produced by the random sampling process during at-car

enforcement, as described above. Under the mile/year system, however, the

odometer serves as a witness to prove nondriving for the policyholder, or to prove

uninsured driving for enforcement purposes.

Compliance. Under the current year system, premium payments are fixed costs

of car ownership with inevitable due dates. A policyholder in straitened

circumstances has no legal option but to lapse insurance, surrender the license plate,

and do without the car. If a policyholder cannot meet a deadline for a premium

payment, and cannot suspend coverage to stop or lower premiums owed, it is not

surprising that there may be little real choice but to drive illegally without

insurance.51

(continued)
that the car was actually being driven uninsured. (Douglas Tobin, House Insurance Committee
hearing transcript Oct. 30, 1991, page 168.)

48. 75 Pa.C.S. Sec. 1786 (d)(1) & (g)(2). The instruction given by PennDOT's public
information telephone (March 1992) for interrupting insurance while the car is not being driven is to
send in the license plate (not the registration card) to PennDOT with a letter of explanation.
According to PennDOT testimony before the House Insurance Committee, returned plates are
destroyed and new plates issued with no charge when insurance is again in-force. Douglas Tobin, Oct.
30,1991, Tr. 169.

49. 75 Pa.C.S. Sec. 1786 (e)(2): "Obligations upon termination of financial responsibility--An
insurer who has issued a contract of motor vehicle liability insurance ... shall notify the department in
a timely manner."

Companies provide notices of cancellation of insurance to PennDOT on computer tape in batches
covering a week or two of activity. NOW telephone information from Chairman's office, Erie
Insurance Group, Feb. 1, 1991.

50. PennDOT's goal is to have companies verify the insurance information provided on
registration forms of 50 percent of Philadelphia registrants and 25 percent of registrants elsewhere.
Joint State Government Commission, "Insure-the-Driver Program" study pursuant to Act 6 of 1990,
Section 29 (1991), page 16. (These goals would require about 2 million company verifications
annually.)

51. Under the current year system, considerable administrative effort is expended in sending
billing and nonpayment-cancellation notices to installment payers who are on very tight budgets. This
is especially true for assigned-risk plans in high-rated territories. An active and ongoing discussion
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Under the mile/year system, in constrast, the only fixed costs for keeping

mandated insurance in force are the cost of the annual odometer audit plus any

administrative charges (about $20 total per year). Premium for driving coverages is

earned by the company only while the car is being driven. To the extent that the

mile/year system reduces mid-term lapses and eliminates suspension of coverage

transactions, there is a comparable reduction of state and company administrative

expense for recalling and reissuing license plates, with attendant insurance

verifications. The mile/year system makes required insurance an operating cost and

promotes compliance by providing the public with a means of direct individual

control over the amount and timing of premium payments.

Insurance Project
National Organization for Women
1000 16th Street, NW, Suite 700
Washington, DC 20036 (202) 331-0066

June 22,1992 #486

(continued)
continues in the weekly INS. ADVOCATE column Views of a Storefront Broker by Michael Carbajal in
New York City. April 18, 1992, for example, on the size of the premium deposit needed and the
administrative expense to companies and agents. In Philadelphia the minimum cost assigned risk plan
premium is $696 annually, paid $211 down (30%) and $98 per month for five months, as advertised for
months in The Review (Chronicle, S. Phila.), e.g., April 16, 1992, at C14. In the past, eighty percent of
assigned risk car owners did not pay all of the installments, which are billed, and were canceled in their
first year. JOIm STATE GOV'T COMM. staff analysis, Insure-the-Driver Program for Philadelphia (1991)
at 15.




