Uninsured/Underinsured Motorist Protection

Why Should I Purchase This Insurance

Uninsured motorists (UM) coverage was first offered on a voluntary basis in the state of New York in 1954. Then the state of New Hampshire adopted legislation in 1957 that required this coverage be a standard feature of every auto liability policy in the state. Since that time, virtually every state has adopted some type of similar legislation. Later, states introduced underinsured motorist (UIM) coverage when gaps in coverage became apparent in accidents in which the negligent driver had low or minimum liability limits.

With all the different factors that enter into the decision-making process of purchasing this coverage (e.g., coverage options, limits options, the corporate policies of various insurers); it is important for you to be well informed in order to make intelligent decisions. It is helpful to consider the benefits of UM/UIM coverage in states where purchasing this coverage is optional.

First, the exposure to having an accident with an uninsured driver is quite apparent, based on national studies of uninsured drivers. According to the Insurance Research Council, an estimated 14 percent of all drivers do not have automobile insurance. (Colorado had the highest percentage at 32 percent and Maine had the lowest at 4 percent.)

The California Department of Insurance conducted a study concerning the reasons why people do not procure automobile liability insurance. These reasons fell into two major categories: 1) nonuse of the vehicle and 2) the high cost of insurance relative to the individual's ability to pay for it. In general, uninsured motorists appear to be alienated from the insurance system. They reported a high level of concern about being able to find an insurer from which to purchase auto insurance. In addition, many insurers and agencies do not market to these individuals and families.

A second benefit is the expansiveness of UM/UIM coverage. It protects the insured in any of the following situations.

· No liability insurance applies to the auto driven by the tortfeasor. 

· The tortfeasor's insurer denies coverage. 

· The tortfeasor's insurer is or becomes insolvent.

· The accident involves a hit-and-run vehicle whose operator or owner cannot be identified. Coverage may apply in some states even if there is no collision between the hit-and-run vehicle and the other vehicle (e.g., the vehicle forces insured driver off the road causing physical damage).

· The tortfeasor's liability limits are too low and do not adequately cover the insured's injuries and damages.

Third, the cost of UM/UIM coverage is relatively inexpensive, particularly compared to liability and collision coverage.

For these reasons, it is clear that the benefits of this coverage outweigh the costs, at least for individuals.

