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Mr. Chairman, members of the committee, I thank you for the opportunity to testify in support of SB 490.  

My name is Liz Reynolds, and I am the Southeast state affairs manager for the National Association of 

Mutual Insurance Companies, also known as NAMIC. 

 

NAMIC is the voice of the mutual property/casualty insurance industry in the United States, with 

companies ranging in size from a one-person farm mutual to some of the world’s largest insurers.  Our 

1,400-plus members serve more than 135 million policyholders in every state in the country and write 52 

percent of all auto policies and 43 percent of all homeowner policies in the nation. 

 

In North Carolina, NAMIC members write over 50 percent of all homeowner policies and nearly 50 

percent of all auto policies.  We are committed to promoting a healthy, vibrant insurance industry in the 

free-market environment – and to representing the best interests of our members and their policyholders. 

 

NAMIC was founded in 1895, and some of our members are older than we are!  “Mutual” is not only an 

important part of our name, the concept of mutuality – “bearing each other’s burdens” – is an important 

part of our association’s history and our philosophy.  Our members don’t have to be mutual companies to 

join NAMIC, but they do have to be mutual companies to serve on our board and vote.  

 

And as you may know, mutual insurance companies are owned by their policyholders, not shareholders or 

stockholders.  That means that when we advocate on behalf of our members, we do so for the purpose of 

benefiting policyholder-owners. 

 

Our goal in supporting SB 490 is to achieve a regulatory system in North Carolina that makes sense for a 

mature industry operating in a highly competitive marketplace.  This state prides itself on being 

progressive.  Unfortunately, when it comes to auto insurance, “regressive” is a more apt description.  A 

more modern system allows the free market to work to set prices and encourage new products and 

services.  Adoption of modernization laws allows insurers to get new products to the market quickly and 

efficiently, which helps to stimulate competition and directly benefits consumers through greater 

availability and competitive prices.   

 

Like virtually all other competitive industries, we believe that competition, rather than government 

regulation, benefits consumers when it comes to product pricing.  In a more modern system, the insurance 

commissioner can focus greater attention on monitoring solvency, to ensure that companies will be able to 

keep the promises they make.  The National Conference of Insurance Legislators (NCOIL) and the 

National Conference of State Legislatures (NCSL) both strongly support a modernized system of 

insurance regulation.   

 

To see what could be possible in North Carolina, you can simply look south, to the other “Carolina.”  In 

1996 only 78 insurers offered auto insurance policies in South Carolina, and 42 percent of all insured 

drivers were in the assigned risk pool.  With the elimination of prior approval in 1999, 105 new 

companies entered the market, rates are now lower and residual market participants, once numbering 

more than 1 million, have declined to just a handful of policies.  



 

 

 

South Carolina also has a 9% uninsured motorist rate, compared with a 14% rate in North Carolina.  In 

other words, North Carolina has 64% more uninsured drivers than South Carolina.  If North Carolina’s 

Rate Bureau, the only one left in the country, was really that wonderful, wouldn’t it keep rates so low that 

very few folks drive uninsured?  According to the Insurance Research Council, nearly two-thirds of the 

states have uninsured motorist rates as good as or better than North Carolina. 

 

As a second example, consider the State of Illinois.  In 1969, Illinois repealed prior approval and adopted 

a use-and-file system of rate regulation for personal lines of insurance, a system that is still in effect 

today.  Several signs demonstrate this system works well and benefits consumers.  Illinois consumers 

enjoy stable rates, ranking in the middle of all states in average expenditures for insurance.  Also, Illinois 

has a low residual market indicating affordability and availability of insurance products.     

 

North Carolina’s auto insurance system is unfair, particularly for low-risk drivers who are subsidizing 

high-risk drivers.  Plus, it’s unfair to insurance companies that want to compete for business and are 

willing to work hard to attract more customers.  It’s even unfair to agents who could be working with 

more companies.  Most of all, North Carolina’s auto insurance system is unfair to consumers who could 

be reaping the benefits of more competition – more choices for companies, products, and services.   

 

I won’t review information you’ve already heard, but I will add another component of this debate for you 

to consider.  Because North Carolina continues to lag behind other states in modernizing the insurance 

marketplace, it is an example to folks in Washington who do not believe that the states are up to the task 

of regulating the insurance industry.   

 

Do you really want to see regulation of insurance taken away from the states?  Do you really want your 

constituents to be forced to contact Washington instead of the state insurance department if they have a 

problem?  Adoption of SB 490 will send a strong message to the Federal government that states can 

modernize and streamline the state system of insurance regulation. 

 

And here’s another issue I believe is important to you.  The surcharge that all drivers pay now to subsidize 

the losses caused by drivers in the reinsurance facility is not premium, so it is not subject to premium tax.  

If those funds are fairly and accurately allocated as premium, additional state revenue could be generated.  

 

We’re not the only ones sounding the alarm.  Each of you has received a report from the John Locke 

Foundation detailing the North Carolina insurance regulatory system’s weaknesses and how it could be 

improved.  Please study the report and make use of it to help North Carolina “build a better mousetrap.”  

 

At NAMIC, we embrace the spirit of competition that comes from our uniquely American belief in the 

exceptionalism of our citizens.  Promoting competition is at the heart of the reform we seek in states every 

day.  We see value in effort and believe that everyone should have the opportunity to succeed through 

hard work and sacrifice.  And we see how the competition of the free market can produce the kind of 

dynamic growth and change necessary to become the most powerful nation in the world.       

 

I urge you to support SB 490 for a more modern system that allows the free market to compete for the 

ultimate benefit of your constituents and all consumers in North Carolina. 


