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 I don’t sell insurance, but I have written this 
book so that consumers could have solid, practical 
information regarding car insurance. 

 Insurance companies have not done a good job 
in educating the public about how their car insurance 
really works and how it actually protects them. 

 After meeting with hundreds of potential clients, 
even many lawyers, and asking them what they knew 
about their car insurance, I realized this book was 
needed to help consumers make informed choices about 
purchasing car insurance.
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What You Don’t Know About 
Car Insurance Can Hurt You!

 What is insurance?

 First, you may ask what exactly is insurance. Insurance is a 
contract - an insurance company charges you a premium in return 
for the company’s promise to protect you, financially, from a car 
accident – even from driver’s that don’t have insurance. With the 
purchase of insurance online and by phone becoming so common, 
consumers are told less and less about what insurance coverage is 
actually provided in their policies and how it protects them in a car 
accident. Imagine the following scenario: 

 You have just been involved in a car accident. You were 
stopped at a red light. You happen to glance in your rearview 
mirror after you hear the sound of screeching tires, hoping that 
sound is not coming from behind you. Unfortunately, it’s too late 
for you to avoid the impending impact and you have just enough 
time to brace yourself as the screeching car crashes into your 
trunk. The next thing you remember, you smell the burning of 
a just fired airbag. Cars around you stop and their drivers ask if 
you are all right. Someone calls “911” and the police come to the 
scene, and they ask the other driver what happened and begin to 
fill out a police report. Witnesses say that the driver who hit you 
was going 50 miles per hour and barely hit the brakes. After the 
police investigated the accident, they ticket the other driver, not for 
being careless, reckless, driving too fast or not stopping until he 
hit you but for not having his car insurance in effect. You happen 
to be severely injured and are in too much pain to realize or even 
care how the driver’s insurance, or yours for that matter, affects 
you. Paramedics are working on you at the scene and have already 
strapped you to a back board.  You are taken by ambulance to your 
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local hospital where you are x-rayed, scanned, pricked, poked 
and prodded for hours until you are finally admitted. All you are 
concerned about, and rightfully so, is “am I going to be OK?” 
So far, all that you have heard from the doctors is that you have 
severe fractures to your right arm and leg and that you may have a 
spinal injury. You have been placed on painkillers and don’t really 
remember that you spent two weeks in the hospital and underwent 
three surgeries. You’re eventually discharged from the hospital 
with directions to stay in bed for at least two more weeks before 
starting physical therapy. One of the nurses said that the physical 
therapy would be intensive and would last for at least two months. 
As you’re leaving the hospital, after signing your discharge papers 
and your guarantee of payment, underneath all the pain, it finally 
hits you: who’s going to pay for all this? I don’t have health 
insurance. What am I going to do for money since I can’t work? 
I can sue the driver of the car that hit me? He has insurance? The 
answer might not be as obvious as you think.

Reasons that your own insurance policy 
may not fully protect you in case of a car 

accident.

 When client’s come into my office after being seriously 
injured in a car accident, it’s the first time that they actually really 
learn about how their insurance – yes, their own insurance – 
works and how it will help them in this accident. The choices you 
made in purchasing coverage are made months or years before 
you may actually need the policy but when an accident happens, 
those choices have very real consequences. Your choices affect 
everything from how your car gets fixed and how your medical 
bills get paid to your ability to recover lost wages and even the 
amount that you can recover for your pain and suffering from the 
accident. Although it is a difficult decision to increase your 
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monthly premium for more insurance, car insurance will definitely 
come to your rescue at some point in your life.

 Because these choices are so important, and since the 
majority of consumers purchase insurance online or over the phone 
based on the lowest quote, they may not be adequately protected 
when they are involved in a car accident. Since I too often hear 
about clients and friends that are inadequately insured, I have 
written this book so consumers can be properly educated when 
purchasing car insurance to protect them and their families in case 
of a car accident.

What are the basic parts of an insurance 
policy?

 Every policy of insurance in New York must contain 
Liability Coverage and Personal Injury Protection (PIP) benefits or, 
as it’s more commonly known, No-fault. 

 Liability insurance provides coverage to you in case of a 
car accident that is determined to be your fault. If you are sued by 
another driver, the insurance company will hire lawyers to protect 
you (really to protect the insurance policy) and pay any settlement 
or verdict, up to the limits of  your liability policy. 

 The insurance policy also includes property damage 
coverage where if you damaged another person’s property, 
including their car, the insurance company would pay for that 
damage.

 Most of the coverage’s have a deductible, which is the 
portion of the losses that you agree to pay in the event of an 
accident. Just like a co-pay for health insurance, if the insurance 
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company pays out money under the terms of the policy, you must 
pay the first part of the claim, usually $500 to $1,000. If you have 
a low deductible, for example $250, your insurance premiums 
will be much higher than if you have a $1,000 deductible. The 
insurance companies include a deductible in their policies to 
discourage small claims from being presented for payment. So if 
you get a scratch on your car, the insurance wants you to pay for 
that repair out of your own pocket, not theirs.

No-Fault or Personal Injury Protection (PIP)

 No-Fault was enacted in New York State to pay for physical 
injuries resulting from a car accident. Insurance companies, 
consumer advocates, attorneys and government officials all agreed 
that the courts were being slowed down with accident cases. 
They researched why so many cases were filed and found out that 
since most people had no medical insurance, they had to start a 
lawsuit to help pay for their medical treatment and lost wages. 
A compromise was reached; car accident victims would receive 
medical and lost wage benefits (No-Fault) but would give up their 
right to start a lawsuit unless they sustained certain injuries. No-
Fault, in its basic form, provides a maximum benefit of $50,000.00 
for medical treatment, lost wages and “other necessary expenses.” 
What many people don’t realize is that No Fault benefits run with 
your own insurance policy, not with the other person you had the 
car accident with. Even if another car hits you from behind while 
you were stopped at a red light, an accident that is totally not your 
fault, the No-Fault benefits still come from your own car insurance 
policy.

NOTE TO MOTORCYCLISTS – YOU ARE ON YOUR 
OWN AFTER AN ACCIDENT!
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 In New York, if you are hurt while driving a motorcycle, 
you will not receive any No-Fault coverage. So if you ride a 
motorcycle, make sure that you have health insurance because your 
motorcycle insurance won’t cover you if you’re hurt in an accident. 

 The $50,000.00 basic limit may be increased by purchasing 
additional insurance benefits at the time you purchased your 
policy. No-Fault, after your car accident, becomes your primary 
medical insurance for the injuries you sustained. Even if you are 
lucky enough to have private medical insurance, you must proceed 
through your No-Fault benefits. A medical provider in New York 
State should not bill your private insurance if they are aware of the 
existence of no-fault benefits. It is only until the no-fault benefits 
are exhausted or the benefits are terminated by your car insurance 
company can a medical provider seek reimbursement from your 
private medical insurance.

SOME MEDICAL INSURANCE PLANS ARE 
ONLY A “LOAN”

 Even if you have private medical insurance, you may not 
be out of the woods yet. Some newer types of insurance plans say 
that if we pay your medical bills resulting from an accident that 
was someone else’s fault, the insurer wants to be repaid every 
single penny before you collect anything for yourself. So, in other 
words, if you recover any money from the person that hit you 
for your lost wages, let alone your pain and suffering, your new 
medical insurance company may take it all. The law allows the 
medical insurer to place a “lien” against your case, which attorneys 
are routinely “put on notice” of, and are instructed not to release 
any money to the client without the medical insurer’s written 
permission.
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How Do I Protect Myself If I Am Hurt 
In A Car Accident?

 You may choose to increase your insurance to include 
additional no-fault benefits above and beyond the minimum 
required by law. While your private medical insurance may cover 
you for any further medical treatment, no-fault will reimburse you 
for your lost wages and other expenses such as transportation to 
and from your doctors offices and even household cleaning help if 
you are unable care for yourself due to your injuries. The cost of 
the increased protection may be pennies compared to the financial 
benefit that you receive. Remember, you may be out of work for 
months while you are recovering from the accident and you will 
not receive any financial income from your medical insurance.

Besides No-Fault Benefits, 
What Else Should You Look For 
In Your Policy To Protect You?

 At the time you purchase your car insurance policy, you set 
yourself up for how well you will be protected in an accident- from 
your post-accident medical care to how your car is repaired. 
But what if the car that hit you claims that the accident was your 
fault? What if the other driver starts a law suit naming you as a 
defendant? How will your own insurance protect you?

 The easiest way to protect you is to purchase higher 
liability insurance policy limits. This increase in coverage will 
protect and benefit you in numerous ways. In New York State, 
the minimum amount of insurance coverage required by law is 
$25,000.00, commonly referred to as “25/50”. Other states require 
more insurance; others less or even no insurance. The reason why 
these limits and insurance requirements become so important will 
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be clearer as this book proceeds. 

 Whenever car insurance is written as “$25,000/$50,000”, 
the numbers are telling you what the coverage limits are available 
“per person” injured in the accident and what the total coverage 
is available to claimants in one single accident. This means that if 
you have a “$25,000/$50,000” policy, each person injured in the 
accident would be covered up to $25,000, but the total coverage 
for the accident is limited to $50,000. If three people are hurt in 
the accident, the most one person can recover is $25,000 but all 
three people would have to share the $50,000. If the claim exceeds 
the $50,000, you would be responsible for any amount that the 
insurance policy did not pay.

 THE ACCIDENT WAS MY FAULT AND THE 
PERSON I HIT WAS SERIOUSLY INJURED

 Consider the following scenario:

 You’re driving home after work. A person steps off the 
sidewalk and begins to cross the street. You’re tired and you don’t 
see the man or that the traffic light is red. You hit the person. You 
didn’t see him but you hit him. It was an accident. The man was 
taken away to the hospital and admitted to intensive care. You 
called the family to apologize and after telling you that he is in 
serious condition, they ask that you don’t call them anymore. You 
hang up the phone and wonder what is going to happen next. Will 
they get a lawyer? Will I be sued? Will this person be all right? If 
you own a home, your first thought may be that you will lose it 
because you only purchased the required New York State minimum 
coverages under your insurance policy. What should I do?

 First, you should immediately report the accident to your 
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insurance company. They will ask you about how the accident 
happened and any other information that you may have about 
the person that was injured. They will also ask that if anyone 
representing the injured person contacts you about the accident, 
refer them to the insurance company. If you are sued, the insurance 
company is obligated to defend you in the lawsuit and will provide 
a lawyer to represent you. Most insurance companies have entire 
law firms that represent them in court. Although your insurance 
company has the obligation to defend you in a lawsuit, no matter 
how long it takes, they will only pay out the money listed in the 
“Coverages” section of your insurance policy. So after a trial, if a 
jury awards the person that you hit a judgment of $500,000, and 
you only purchased the minimum required $25,000 of liability 
insurance, you would be personally liable for the $475,000.00 that 
the insurance does not cover. All your personal assets are exposed 
to pay the judgment, including your house, cars, boats, bank 
accounts and even some of your weekly paycheck, all because you 
are underinsured.

How do you avoid this from happening? 

 The easiest way to protect you is to purchase higher 
minimum liability coverage. You can easily increase the liability 
insurance minimums from $25,000 up to $500,000. In most cases 
your premiums do not increase dramatically in proportion to the 
amount of coverage that you are purchasing. The extra protection 
afforded to you by raising the liability coverage amounts is well 
worth the investment. But the question remains, “How much car 
insurance do I really need?”

 The answer to that question depends on what you own. 
Experts recommend that you should get enough liability coverage 
to protect your assets. If you have a home worth $700,000, is 
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$25,000 of liability insurance really sufficient? Clearly not. So 
what if you do own that high-value home or other property? In 
that case, you should ask your insurance agent about an Umbrella 
Policy.  Most homeowners will purchase what is commonly 
referred to as an Umbrella Policy, which increases the overall 
protections afforded to you. This policy places an “Umbrella” 
over you and your assets and protects you in amounts upwards 
of $1,000,000.00 against judgments from car accidents or from 
accidents occurring around your home. These policies place 
higher limits on your insurance, in the amounts of $1,000,000.00, 
$2,000,000.00 and $5,000,000.00. They are not as expensive 
as you would believe and easily coordinate with your existing 
insurance policies, namely your home and auto policies. 
You may say that I am a careful driver. 

Why would I need to increase my insurance 
benefits?

 It’s not always about how careful a driver you are. It’s 
about protecting you and your family from the reckless and 
dangerous drivers that we all see every day. As I have already 
shown, increasing your No-fault benefits will protect you if you 
are injured in a car accident and need medical treatment. However, 
basic No-Fault is a very limited benefit, especially when you are 
involved in a catastrophic accident. The basic benefits may be 
exhausted after just a few weeks in the hospital. What do you 
do for the long term? Would raising my limits help me in this 
situation? 

 Absolutely yes!  In addition to the Basic $50,000 No-
Fault benefit, you can increase the benefits available to you to 
over $100,000.  For very little money, you can assure yourself of 
$150,000 in medical benefits in the case of a serious accident. 
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 You can also purchase OBEL or “Other Basic Economic 
Loss” benefits. So in addition to the Basic No-Fault and additional 
No-Fault benefits, you are eligible for an additional $25,000 of 
benefits of your choice. Under OBEL, you choose whether the 
benefit is applied to either your loss of earnings and/or physical, 
psychiatric or occupational therapy and rehabilitation services. 
These benefits are not as expensive to purchase as you would 
believe but the protection they afford you if they are seriously 
injured could mean the difference between financial stability for 
your family or putting you on the verge of financial disaster.

What about my liability limits in an accident? 
Should I raise my coverage? 

 A relatively unknown benefit exists if you raise your 
liability limits. Higher policy limits may enable you to recover 
money for your pain and suffering directly from your own 
insurance company if you are injured in a car accident. For 
example, you are involved in a car accident with another driver 
who only carries the basic insurance limits, which means a 
$25,000.00 maximum policy benefit payable to you from their 
insurance policy. Now, even if you sustained injuries in that 
accident that would prevent you from ever returning to work, 
the maximum award you would receive from the other driver’s 
insurance company would still be $25,000.00, regardless of the 
other drivers fault. If your policy contained limits that were higher 
than the legally required minimum, you would be eligible to collect 
benefits from what is known as the underinsured portion of your 
insurance policy. So if you were covered by an insurance policy 
that contained a $100,000.00 limit, you would also be eligible 
for underinsured benefits up to that same amount, minus the 
$25,000.00 previously recovered from the other insurance policy.
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What if the other driver has no insurance?

 What if the driver that hit you was uninsured, meaning that 
he was driving his car without proper insurance or his insurance 
denied him coverage? You still would be eligible to receive 
insurance benefits through your own insurance policy under the 
uninsured benefits portion of your insurance coverage. 

 Whether it’s the Uninsured or Underinsured coverage, you 
would proceed to arbitration against your own insurance company. 
Arbitration is a less formal proceeding that is much cheaper and 
faster than a lawsuit. You and the insurance company agree on 
an arbitrator who will listen to both sides and make a decision 
as to how much money to award you. He or she will listen to the 
medical evidence presented by your doctor’s and the insurance 
company’s doctors. Always remember that although its your policy, 
it’s the insurance company’s money and they will do everything to 
try and protect it. 

Will my insurance premiums be raised 
if I make an Uninsured/Underinsured claim?

 Unless you are held responsible for the accident, your 
insurance rates may not be raised if you file an Underinsured/
Uninsured claim.

 It’s a good idea to sit down with an insurance broker to 
discuss the protections available to you. Additional benefits, such 
as increased no-fault, umbrella protection and higher underinsured/
uninsured limits are relatively cost effective compared to the great 
benefits they afford you if you are involved in a car accident.
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WHEN YOU RECEIVE A QUOTE 
FOR INSURANCE, BE WARY OF 
WHAT YOU ARE COMPARING

 The days of the local insurance broker and especially, 
the independent agent, are over. The way insurance companies 
compete for your business in today’s market is through TV 
advertising quoting cheaper rates between multiple insurance 
companies. What these comparisons fail to tell you is what the 
quoted policy includes and at what cost to your protection results 
from these “savings”? A client recently came into my office 
after being involved in a bad car accident having sustained a 
severe shoulder injury. Her job required her to lift heavy items 
on a frequent basis each day. Her doctor told her that she could 
not go back to work for at least three months and if she needed 
surgery, even longer. She came into my office, nervous about how 
she would be able to make ends meet if she could not work. I 
reassured her that no-fault, as we mentioned earlier, would provide 
her coverage for most of her lost wages. I submitted the proper 
paperwork to the insurance company to file the lost wage claim. 
Shortly thereafter, I received a denial of lost wage benefits in the 
mail, stating that the policy that the client had paid for did not 
include this basic protection. Although the ability of the insurance 
company to actually exclude this basic protection is in doubt, I 
asked the client for a copy of the declaration page of her insurance 
policy to confirm that this most basic protection was not included. 
Sure enough, the policy specifically excluded any protection for 
lost wages. The real shock came when I discovered how much 
she “saved” on her policy in return for giving up the lost wage 
benefits; $28.00 per year!  She purchased the policy directly 
from the company and never really understood the terms but the 
$28.00 savings cost her over $6,000.00 for the lesson. It’s a perfect 
example of why your local broker should be your first stop when 



20

purchasing insurance.

Higher insurance limits provide 
peace of mind and financial security.

 I have had numerous clients call me and tell me that they 
are getting sued because of the car accident that they were involved 
in. Sometimes, the other lawyer puts in the amount of money 
that he is suing for – usually $1,000,000.00 or higher – and the 
client will receive a frightening letter from his or her own insurer 
informing them that they will only cover them up to the limits of 
their liability insurance policy. As we spoke about in the earlier 
chapters, most insurance companies will sell you the minimum 
policy, which in New York state if only $25,000.00. You can 
imagine how the client feels if they are being sued personally for 
$975,000.00 more than the insurance will cover! My first question 
to them is “do you have an umbrella policy?” Most people are 
unsure of what an Umbrella Policy actually is. An umbrella policy 
allows an individual to protect himself or herself in two important 
ways: 

 • The umbrella provides excess liability over 
underlying coverage; and
 • The umbrella provides liability coverage that may 
be excluded by homeowners or auto polices. 

 The umbrella policy is often referred to as a personal 
catastrophe policy and supplements the basic personal liability 
coverage provided under homeowners and auto policies. As I 
mentioned earlier, the cost of adding an Umbrella Policy is well 
worth the safety and security it provides.
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How Do I Know What My Coverage Is?

 Your coverage amounts are contained in the “Declarations”, 
or “Coverages” page of your insurance policy. For a sample 
Coverages page from GEICO, see below.

 The first Coverage listed is “Bodily Injury Liability.”

 As we have previously discussed, under “Limits or 
Deductibles”, you will see “$250,000/$500,000” which means 
that coverage is limited to $250,000 for each person injured in an 
accident. That means that the maximum any person can recover for 
injuries they sustained in one car accident is limited to $250,000. 
The most that GEICO is obligated to pay out in claims in any one 
car accident is $500,000, regardless of how may people were hurt. 
Simply put, if you have one person injured in the car accident, the 
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most that they can recover is $250,000. If two people are injured, 
the most that either can recover is $250,000. If three people are 
injured, the most that any one person can recover is $250,000 but 
the total recovery cannot be greater than $500,000. No one person 
can recover more than $250,000. 

 Property Damage Liability means how much money that 
your insurance company is obligated to pay in a car accident for 
damage to property, which includes damage to cars as well as to 
other personal property.

 You may not realize that if you are in a car accident and 
your car hits a building or a house, that damage would be paid 
back from the Property Damage Liability limits in your policy. So 
if you are in a car accident and you damage someone’s home or an 
office building, you are responsible for the damage that you cause. 
That $100,000 limit would be used to repay the homeowner or 
building owner for the repairs. Be aware that some of the cars that 
are out on the road today exceed $100,000 in value. If the accident 
is your fault, you could be responsible to pay for the property 
damage to that car. 
 The next coverage is Basic Personal Injury Protection 
(PIP), or No-Fault, which lists the mandatory $50,000 benefit and 
the mandated limit of $2,000 wage loss.
 
 
 Below that coverage you will find Additional Personal 
Injury Protection and Optional Basic Economic Loss.
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 Again, this is a coverage that will protect you in case you 
are injured in a car accident. The Additional PIP increases the 
medical and financial benefits available to you over and above the 
basic No-Fault provisions. If you are severely injured and require 
months of hospitalization and rehabilitative care, this optional 
protection will provide you with benefits that may not be available 
to you elsewhere. If remember from our earlier discussion, No 
Fault provides coverage for medical treatment, lost wages and 
other necessary expenses.  This coverage is available for less than 
$30 per year!!

 You will next see Supplementary Uninsured/Underinsured 
Motorist Coverage.

 This is coverage that helps to protect you against 
irresponsible driver’s who don’t carry enough Bodily Injury 
Liability insurance or when you are simply injured in a “hit and 
run” accident where you can’t find the driver of the car that hit you.  
It protects you and your family by allowing you to recover money 
from your own insurance company in the event of an accident with 
either an uninsured driver or a driver that does not have enough 
insurance. Remember in New York, you are only required to have 
$25,000 in liability insurance and its clear how quickly that money 
may be used up. You may have also noticed that there are more 
and more out of state license plates showing up in New York City. 
Some states do not legally require a driver to carry car insurance! 

 Comprehensive insurance lists a $500 deductible, and 
covers your vehicle no matter what happens.
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 Collision generally pertains to moving accidents but 
Comprehensive covers damage from floods, falling objects, 
vandalism and even fire. Most importantly, it covers theft of your 
vehicle. The premium that you pay is directly attributable to the 
deductible that you choose.  The coverage also applies to glass 
breakage. The deductible does not apply to glass repairs. 

 Collision lists a $500 deductible.

 This is insurance that pays for damage to your own vehicle 
from an accident. Again, the benefit is subject to a deductible. Too 
low a deductible and your rates are high. Too high and you may 
be stuck paying for thousands of dollars in repairs out of your own 
pocket. An important tip is that if the accident is not your fault, 
you may be able to proceed through the other driver’s insurance 
company and not make a claim through yours. This way, although 
it may be a little more difficult to settle your claim, you will be 
able to save your deductible and prevent your insurance rates from 
rising.

 Emergency Road Service is exactly that – the insurer will 
reimburse for emergency repairs, such as a jump start or towing 
service.

 This coverage is an exception - is not normally subject to a 
deductible.
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 Rental Reimbursement coverage pays for a rental car, up to 
$30 per day and a maximum benefit of $900.

 If you are without a car due to damage from a car accident, 
you may rent a car until your car is repaired, up to the maximum 
benefit allowed under the policy.
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New York requires a separate 
No-Fault Benefits Declaration Page.

  

(Note that this policy is for 2 vehicles.)

 It lists the mandatory PIP benefits of $50,000 plus optional 
basic economic loss (OBEL) of $25,000.

 OBEL provides coverage for your choice of benefits; 
either loss of earnings from work and/or psychiatric, physical 
or occupational therapy. This benefit comes into effect after the 
mandatory basic PIP benefit has been used up.
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 Additional Injury Protection increases the No-Fault benefit 
from $50,000 to $150,000. ($50,000 basic coverage plus an 
additional $100,000).

 The declaration page lists the total aggregate of available 
no-fault benefits, in this example, $175,000.

 
 This may seem like a large amount of money but based 
upon the cost of health and disability insurance today, it is almost a 
necessary amount. 

 Finally, the declaration notes that the maximum monthly 
work loss benefit is $4,000.

 This means that even if you were earning more than $4,000 
a month, your insurance will pay no more than the $4,000 listed in 
the policy. 

 As you can see, car insurance coverage choices are 
complicated but extremely important. If you are involved in a car 
accident, the selections you made will substantially impact you and 
your family.
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What should I do now?

 If after reading this book and reviewing your insurance 
policy, you want to change coverage, immediately contact your 
insurance company or agent. Most insurance coverage should be 
changed immediately and take effect without you having to wait 
for your policy to arrive. Always check the new Declarations Page 
of your insurance policy after you receive it to make sure that the 
proper changes were made.
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