
 
 
 
 
 
 

 
March 17, 2015 
 
 
Mr. Chairman and members of the committee, 
 
Thank you for the opportunity to voice NAMIC’s opposition to SB 749 relating to 
prohibitions in underwriting and rating. 
 
We are the largest property/casualty insurance trade association in the country, serving 
regional and local mutual insurance companies on main streets across America as well 
as many of the country’s largest national insurers. 
 
NAMIC consists of more than 1,300 property/casualty insurance companies serving 
more than 135 million auto, home, and business policyholders, with more than $208 
billion in premiums accounting for 48 percent of the automobile/homeowners market 
and 33 percent of the business insurance market. 160 NAMIC members write over 4.3 
billion dollars in Maryland’s property and casualty market, accounting for 48 percent of 
all P&C premium written. 
 
As we understand the measure, it would ban multiple factors that may be considered by 
insurance companies when underwriting and rating an auto insurance product.  
 
NAMIC asks the committee to vote unfavorably on this measure for the following 
reasons:  
 

1) Underwriting and rating factors must be actuarially sound in order to be used 
by law. The Maryland Insurance Administration already has the appropriate 
authority to disallow any factor that is unfairly discriminatory.  

 
2) Factors used by insurance companies are utilized to most accurately and 

appropriately match the rate to the risk that is represented by the driver. 
When an insurer is able to use factors that allow it to improve the accuracy of its 
ability to assess risk, it can more closely align the price it charges for coverage 
with the cost of providing that coverage. Insurers who succeed are those that 
predict claim costs better than their competitors. This market-driven incentive to 
accurately assess risk ensures that the price of insurance will be commensurate 
with the level of risk that a particular policyholder presents. 

 
3) Numerous studies including those from the Federal Trade Commission and the 

Texas Department of Insurance have found that credit-based insurance scores 



 
 
 
 
 
 

help insurers accurately assess risk and develop rates that are actuarially 
sound. Indeed, these studies concluded that credit may be more strongly 
correlated with risk than other, more traditional factors that are used in 
underwriting and rating. The Texas study found that “for both personal auto 
liability and homeowners, credit score was related to claim experience even 
after considering other commonly used rating variables. This means that credit 
score provides insurers with additional predictive information distinct from other 
rating variables. By using credit score, insurers can better classify and rate risks 
based on differences in claim experience.”1   

 
The FTC study concluded that insurers’ “use of credit-based insurance scores 
may result in benefits for consumers. For example, scores permit insurance 
companies to evaluate risk with greater accuracy, which may make them more 
willing to offer insurance to higher-risk consumers for whom they would 
otherwise not be able to determine an appropriate premium. Scores also may 
make the process of granting and pricing insurance quicker and cheaper, cost 
savings that may be passed on to consumers in the form of lower premiums.”2 

 
4) Reducing the factors that insurers use in Maryland will inject uncertainty into 

the underwriting and rating process, and may have the consequence of raising 
costs for many drivers in Maryland.  

 
Thank you again for the opportunity to lend feedback on this measure. If I may be of any 
assistance please don’t hesitate to contact me. 
 
Sincerely,  
 

 
Erin Collins 
Director - State Affairs – Mid-Atlantic 
National Association of Mutual Insurance Companies 
804.878.6473 Cell     www.namic.org 
 
                                                             
1 Texas Department of Insurance, “Supplemental Report to the 79th Legislature: Use of Credit 
Information by Insurers in Texas: The Multivariate Analysis” (Jan. 31, 2005). 
2 Federal Trade Commission, “Credit-Based Insurance Scores: Impacts on Consumers of Automobile 
Insurance (July 2007). 
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Where the future of insurance has its voiceTM 


