Auto

By Tim Richard
staft writor

State Senate and House confcrees
may declde soon whether suburban
auto owners will get a break on thelr
auto damage Insurance rates.

In a stick parllamentary move, the
Senate last week heavily amended an
Essentfal Insurance Act bill allowlng
insurance companies to pass a more
proportionate share of costs ento car
owners In Detrolt, where auto theft
losses have been soarlng.

“People In the suburbs have paid
higher auto |

4715) passed carlier by the House.

The Senate verslon goes back to the
House for concurrence. In the llkely
event the House falls to concur, the blll
will go Into a jolnt conference commit-
tee — a distinet tactieal victory for
Cruce, Nowak sald.

Reason:  Without that

“So sclected suburban censtitucnts
are paylng a $40 milllon subsldy,”
Cruce added.

MOREOVER, WITHIN Michigan,
the lowest rate can be no less than 45
pcrcen( of the highest rate. That provi-

Cruce’s b)) would have gune dlrectly to
the House

Meanwhlle, the industry says, the
auto theft problem has exploded In De-
(rolt. In 1980 one insurer’s experience
was 20 times worse in Detrolt than in
Traverse Clty, By 1983, It was 43 times
worse,

“Conscquently, outstate and subur-

the car  ban Detrolt rates for some large urban
insurance clientele into two a areas: writing Insurnnce companies are up to
® The p arca, domlnat- 40 percent above the rates of compet!-

chaired by Matthew D-De-
troit, who “wouldn't plck up on it,” in
Nowak's words.

THE SENATE mnncuvcr keepa the

losses In Detrolt,” snld su\lc Sen. Doug
Cruce, R-Troy, auther of the amend-
ment.

Sen. Wllliam Faust, D-Westland,
agreed that “the suburbs pay tremen-
dous rates because of increases to De-
troit.” But Faust and several other
Democrats voted agalnst the bill,
charging it falled to solve the problem
of making sure every driver has insur-
ance.

THE SENATE last week tacked
Cruce's amendment onto a House bill
after failing to get House conslderation
of the problem.

“We've been trylng for two years,”
sald an elated Nancy Nowak, an alde to
Cruce who worked on the blll. Cruce's
version {S-4) was added to a bill (HB

‘People in the suburbs
have paid higher auto
insurance rates,
subsidizing losses in
Detroit.’
~— Sen. Doug Cruce
Troy Ropublican

bill out of McN

Llke most blacks !n the Legislature,
McNecley vehemently opposes any-
thing that wlll ralse Detroit’s insurance
rates and benefit the suburbs, For ex-
ample, Sen. Jackle Vaughn III, D-De-
tralt, publicly called Cruce’s verslon
“rank dlscrimination.”

The Senate passed the Cruce substi-
tute 22-13, Supporting it were Jack
Faxon, D-Farmington Hills, Richard
Fessler, R-West Bloomfleld, Robert
Geake, R-Northvylile, and Rudy Nlchols,
R-Waterford.

Opposed were Faust and Patrick
McCollough, D-Dearborn.

SOURCE OF the problem ks the orig-
Inal Essentlal Insurance Act, which
took cifect in 1881,

As insurance industry spokesmen ex-
plaln it, the act tied suburban rates to
rates in Detrolt. If a rate In the center
of Detrolt was $1,000, the rate In the
next ring must be at Jeast $900. Rates
could be cut no more than 10 percent as
one moved from zane to zone.

The result, according to Insurers, De-
troit’s rates are artificially low and
suburban rates are artificlally high.
Cruce sald insurers are paylng out $80
milion a year to Detrolters for auto
theft losses and collecting only $40 mll-
lion In premlums,

Richard D. Agintan, presldent of
Suburban Communlcations Corp.,
parent company of the 12 Observer
& Eccentric Newspapers, was elect-
ed president of Suburban Newspa-
pers of America (SNA) at the
group's 1085 annual conventlon in
Washlngton, D.C.

‘The newspaper offlcer also serves
on the board of dircetors for the
Michigan Press Assoclation and
served as SNA's first vice president
last year.

Aginian, a certlfled publlc ac-
countant, holds a philosophy degree
from Wayne State Unlversity, De-
trolt, and a MBA from Rutgers
University.

In addition to the Observer & Ec-
centric group, Suburban Communl-
catlons Corp. owns the Clnclnnatt
(Ohlo}) Suburban Press Inc, the
Lansing-based Suburhan Newspaper
Network, the Farmer's Advance In
Camden and the Howell-based
Sliger Livingston Publications Inc.

Aginian to head
press association

Richard Aglnlan

ed ( y Club,
A!lsb'lu‘, Mlehigan Mu(unl and Farm-
ers Insurance Group

® The rest of the state, dominated
by Citlzens, Transamerica and Farm
Burcau.

tors who don't do substantlal business
in Detroit,” an industry tells
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insurance rate cut for suburbs — maybe

(BWT.S.F)%A

Detroit, we put a 15 pereent cap on the
annual rate Increase,

“The act sunsets in 1990. So It means
these Increases can go on for five

ears.”

What wllt It mean to the suburban
drivers?

“They should expericnce 15-20 per-
cent dccrensu when thelr insurance Is
renewed,” replled Cruce.

Another ruull wuuld be gma(er

lawmakers.

“WE ELIMINATED the territorial
requirement,” satd Cruce, “To appease

compa-
nles and more cholcu for drivers, he
added.

“This should dramatleally increase
competition,” added Nowak, “because

there is no longer a dlsincentlve to
write Insurance in Detrolt.” She called
the Essential Insurance Act “a social
program” and a vlolatlon of the centu-
rles-0ld practice of basing Insurance
premiums on loss experience,

BUT FAUST said {he bill falled to
get at the central problem of scelng to
It that all drivers are Insured.

The Essential Insurance Act grew
out of a 1979 state Supreme Court decl-
sion. The court upheld Michigan's no-
fault insurance law but ralsed ques-
tions about the availabllity of {nsur-
ance in central clties,
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