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Property Casualty Insurors

STATEMENT
PROPERTY CASUALTY INSURERS ASSOCIATION OF AMERICA (PCH
LB No, 6161 - AN ACT PROIIBITING INSURANCE COMPANIES FROM USING

CREDITHISTORY AS A FACTORIN UNDERWRITING OR RATING PPRIVATI
PASSENGER NONFLEKET AUTO INSURANCE POLICLEES

COMMUTTEE ONINSURANCE ANB REAL ESTATE
February 19, 2045

Phe Property Castadty Insurers Association of America (PCL appreciates the opportanity ©
cominent on House Bitl Noo 61601 esishagon that prolubis insurers from considering a consunier’s
credit lustory i the anderwrifing and rating of automobile liability msuranee. PO a national
property casuilty trade assocition comprised ol over 000 member companiies, PCHmember
compames wrtic appreximately 46 percent of all personal ines insuranee sold i Connecticut,

When isuarers are able to property underswrite risks, consumers bene it with lower rates, more
chivices and greaser market stability, Toward that end, PO supporty the ability of insurers o
consider imderwritimg and rating ertieria that are objective and supported by statistical evidence.
Accordinply, PO strongly opposes House il No. 6161,

The federal Fair Credit Reporting Act Gest authorized msurers o consider eredit mformation nearly
40 vears agos Within the past 15 vears, however, the use of credit mformation m msiranee has
grown cxponentially as insarers impreved upon ity use and reabized just how predictive i s, Credit
based surance scormyg talso alternatively ceferred o simply as insurance scoringj is an objective
and accurate method for assessing the hkehhood and severtty of msurance joss. insurers that
cousider credit mtormation i ther underwriting and pricing decisions do so for only une reason -
msurancy scoring allows thent to vate and price business with a greater degree of aecuracy and
certainty, Sound underwriting and sating, n e, alfows msurers (0 write more business - a direct
benefit for consuners.

s mmportant o understand how insurers use oredil imformation and 1o note that there are
stgnthicant differences between the eredit scores used by fenders and the eredit-based inswrance
seores used by nrany msarers. Although both are derived Trom information found on credit reports.
the information s measured differently. Insurers use credit mlormation in developing msurance
scores o predict the likehhood of future msavance joss, Credit-based isuranes scores provide an
objeetive measurement of how one nwnages the visk of credit. Lending institutions, on the other
hand. use credit scores 1o determine the availabidity, amount and price of credit products oflered o
the consumer, Lending imstitutions use oredit o determine the likelihood of repayment, The most
stgnthicant difterence between msurers and lending institutions is that insurers never consider
income. Insurers measure “how,”™ not “hew much.” '
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i addition 1o ncome fevel, one’s address, ethnicity, seligion, gender, Gnntial status, nationabity
ape and marttal siatis ave also not conssdered within a eredit score caleulation. Farther. there s no
relinble evidenee dirt points 1o insurance scoring resulting i higher insurance rates for any speaitic
class of mkividual, Low eredit scores do not correlate e a specific werritory or cliss of individuals.
On the contrary. both high and Tow scores ave found across all income levels and territories.

Fvery sertons aind seputable actaartad study on the ssue, mcluding a study released in 2007 by the
Federal Trade Commission, has reached the same conclusion: there is a very high correlation
hetween insurdanee scores and the Bheliiood of Dhng insurance ¢laims, Another study released in
2003 study by EPIC Actaaries now part ol Billinghast)., the argestand most comprehensive study
ever undertakes on the conection betneen credit history and isurance nisk, found that a
consumer's credit-hased insuranee score is Giguestronably correlated fo that consumer’s propensity

For o insurance loss

Crodit-hased msurance scores aflow inswrers wowrite business that ey may not have aceepled i
the past.and to offer fower rates o neary policvholders: The nuority ol consumers have good
credit-based insurance scores and benelit accordingly  with rates relined io reduce disproportionate
substdios of higher rvisk individuals, A mmual survey released by the Arkansas bwwranee
Departiment since 2005 consistently Hnds approximately 40 percent of consumers in (hat slale save
money due o sarers use o) credit information while ouly 10 pereent pay more because of that
sime dse. The remaining S0 nereent are otherwise unaltected. The most recent Arkansus study.
fssted 0 June of 2674 found that The data also indicated that 86% of consumurs whose premimn
svolved @ eredit component either received alower premiu or their premium was unalfected.”

Our member compunies tell ws here in Connecticwt and elsewhere, that insuranee seoring
consisteny aitows them o provide disvounted rates for the majority of their polieyholders. Without
the ability to consider eredit, many fnsurers may be fess aggressive n their marketing, and far more
cantious 11 accepling new business. hus, consumers woulkd guickly have fewer chioices in the
markeipioce. :

In additon. Conacciicut law already regulies insurers” use of eredit information. mcluding
reguiring vaurers el consumers of such use. Insurers must also file therr insuranee scoving,
el with state regidators, and i they lake an adverse action against consumers based on therr
eredit infornution they must el them, After inital sssuance of a policy, credit information can only
be used @t rencwal o lower premiun, not raise H. And for those consumers who are sullering an
extravrdinary lie circumsiance, msurers must provide reasonable exeeptions o their use of eredit
mformation.

Credit-based insurance scoving ts an effective wol for insarers - and a fair one Loy consumers. 1o
protect competition and consumer chotee, 1y imperative that insurers be permitted o tanty price

visks using nondiscriminatory and stanstically vabid tols avaslable o then

For the foregoing reasons. PCT arges vour Committee NOE 1o advanee this Iiil,



