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I am pleased to present the views of the National Association of Mutual Insurance Companies regarding 
H-7411, An Act Relating to Motor and Other Vehicles – Insurance Rates.  NAMIC represents over 1,400 
member companies that underwrite 41 percent of the U.S. automobile and homeowners insurance market. 
More than 80 NAMIC members do business in Rhode Island, including eight companies domiciled in the 
state, and NAMIC members provide coverage to over 30 percent of the state’s auto insurance market. 
 
NAMIC opposes H-7411and strongly urges this Committee not to act favorably on it.  The bill seeks to 
prohibit insurers from using credit information in the rating of automobile insurance.  Presumably, the 
intent of the bill is to help consumers, but its effect would in fact be the opposite, because most consumers 
benefit from insurers’ use of credit information in the underwriting and rating of auto insurance. 
 
Insurers use credit-based insurance scores because they are valid and powerful predictors of claims and 
losses.  Insurers using insurance scores are able to extend coverage offers and provide lower prices to 
more applicants and policyholders than they would otherwise. Prohibiting insurers from using insurance 
scores would hamper insurers’ ability to utilize a valid predictive tool to assess risk and price it 
appropriately, which would interfere with the efficient functioning of the insurance market, leading to 
cross-subsidization and higher prices for most insurance consumers.   
 
For a full explication of NAMIC’s position I would refer Committee members to our Policy Briefing 
entitled Credit-Based Insurance Scoring: Separating Facts from Fallacies, which can be accessed online 
at http://www.namic.org/insbriefs/090306InsuranceScoring.pdf.  As its title suggests, the aim of the paper 
is to address common misperceptions regarding the use of credit-based insurance scores.  It reviews the 
voluminous research that has been done on the subject, which has consistently shown that credit-based 
insurance scoring is a sound practice that benefits consumers.  It also describes the development of model 
legislation by the National Conference of Insurance Legislators (NCOIL) that places reasonable limits on 
insurer practices.  The NCOIL model is the basis of statutes passed in many states including Rhode 
Island.  We would submit that Rhode Island’s statutory framework governing insurers’ use of credit-based 
insurance scoring has worked well and should not be altered. 
 
Thank you for considering NAMIC’s views.  I would be happy to provide Committee members with 
printed copies of our Policy Briefing or provide other information that might be helpful to the 
Committee’s consideration of this bill. 
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