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No-Fault Insurance

No-Fault insurance means that
your insurance company covers
you in an accident, regardless of
who is at fault. You can only sue
for severe injuries and for pain
and suffering under certain condi-
tions in Colorado. Pure no-fault
offers no provision for legal
action. Thirteen states have
some form of no-fault insurance.

Tort

Tort refers to a wrongful act result-
ing in damage or injury on which
civil action can be based. States
that have traditional insurance
systems are utilizing tort to
resolve claims. In the tort system,
the person at fault is responsible
for damages.

Tort Reform

Refers to legislative efforts to set
financial caps on legal action.
Tort reform has been attempted,
often successfully, to reduce mon-
etary awards in medical malprac-
tice, auto accidents and many
other civil court claims.

Choice system

The Choice System is an insur-
ance system that provides
motorists with two options: no-
fault or tort. The no-fault portion
is pure no-fault, with no provision
for legal action. Typically, a per-
son who chooses the tort system
who is involved in an accident
with a no-fault motorist cannot
sue the no-fault motorist. Only
three states use the Choice
System.

We sure hope the bandwagon is properly insured. Because across
the country, states are jumping on it. It's the vehicle of auto
insurance reform, and Colorado is in it, buckled up tightly.

Even on a national level, legislators are addressing high
auto insurance rates with a variety of bills. Colorado, as
of this writing, has already had two bills before the leg-
islature on this issue and more to come.

If you have looked at your rising auto insurance premi-

ums recently, you can see why auto insurance reform is
becoming a major issue in many states. Colorado is the
11th most expensive auto insurance state in the country.
Insurance companies claim ever increasing rates are a
result of too many lawsuits, higher medical costs and gener-
al system abuse.

There are a number of factors involved in higher rates beyond what insurance companies
tell consumers. Here are some of the facts:

? No-fault insurance (which is what we have in Colorado) is more costly to the consumer
than traditional tort insurance. Although no-fault laws were passed on the premise that the
reduction in paperwork and legal costs would lower premiums for consumers, premiums
have actually increased.

? Insurance companies make higher profits with no-fault insurance. The profit margin in
no-fault states is 7.4% compared to 5.4% in traditional tort insurance states.

? Insurance companies have announced there will be across the board increases of 9-
10% in auto insurance premiums in 2003 to cover recent losses in company stock port-
folios. These increases apply across the country, whether you live in a no-fault or  tort
state.

? In Colorado, the rate of lawsuits related to auto accidents is actually going down. This
means that the claim of “too many lawsuits” is not applicable in Colorado.

? Laws enacted in the 1980’s to limit the amount of money people can be awarded in a
law suit have failed to control rising premiums.

? Recent legislation that has been presented to deal with this issue severely limit con-
sumers’ benefits and rights to sue.

? States that have returned to pure tort insurance have seen rates fall 6-7%.
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