ALASKA STATE LEG SLATURE
SENATE LABOR & COMVERCE COWM TTEE
March 26, 2002
1:35 p.m

VEVMBERS PRESENT
Senat or Ben Stevens, Chair
Senat or Al an Auster nman

Senat or John Tor gerson
Senat or Bettye Davis

VEMBERS ABSENT
Senator Loren Leman
COW TTEE CALENDAR
SENATE BI LL NO. 220
"An Act relating to the scope of practice authorized under a
| icense to practice hairdressing.”
MOVED CSSB 220(L&C) OUT OF COW TTEE
CS FOR HOUSE BILL NO 56(FIN)
"An Act relating to m ni nrumwages; and providing for an effective
date. ™
MOVED CSHB 56(FIN) OQUT OF COW TTEE
CS FOR SENATE BI LL NO. 320(TRA)
"An Act prohibiting discrimnation in insurance rates based on
credit rating or credit scoring; and providing for an effective
date."
HEARD AND HELD
PREVI QUS COW TTEE ACTI ON
SB 220 - See Labor and Conmerce m nutes dated 3/14/02.

HB 56 - No previous action to consider.

SB 320 — See Transportation mnutes dated 2/28/ 02 and Labor and
Commerce mi nutes dated 3/5/02.

W TNESS REG STER

SENATE L& C COWM TTEE -1- March 26, 2002



Ms. Linda Syl vester

Staff to Representative Kott

State Capitol Bldg.

Juneau AK 99811

PCOSI TI ON STATEMENT: Conmented on HB 56 for sponsor.

Comm ssi on Ed Fl anagan

Depart ment of Labor and Workf orce Devel opnent
PO Box 21149

Juneau AK 99802

PCSI TI ON STATEMENT: Supported HB 56.

M. Chip Wagoner

Al aska Cat holi ¢ Conference

3294 Pi oneer Avenue

Juneau AK 99801

POSI TI ON STATEMENT: Supported HB 56.

M. John WI son

Qut back St eakhouse/ Rest aurant | ndustry
No address provi ded

PCSI TI ON STATEMENT:  Opposed HB 56.

Ms. Annette Deal

Staff to Senator John Cowdery

State Capitol BIdg.

Juneau AK 99811

POSI TI ON STATEMENT: Comrented on SB 320 for the sponsor.

M. Mark N ehaus, Ceneral Manager
Progressi ve | nsurance

11010 Wiite Rock Rd.

Rancho Cordova AK 95670

POSI TI ON STATEMENT: Opposed SB 320.

M. Steve Ceary

Al aska Public Interest Research G oup (AKPIRG
PO Box 101093

Anchorage AK 99510

POSI TI ON STATEMENT: Supported SB 320.

MR. Janes Jenks, Legislative Counsel
US A A Wstern States

No address provi ded

POSI TI ON STATEMENT: Opposed SB 320.

M. Genn dary
2150 d aci er
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Anchor age AK 99508
POSI TI ON STATEMENT: Supported SB 320.

Ms. Suzanne Kelly

PO Box 91091

Anchorage AK 99509

PCOSI TI ON STATEMENT: Supported SB 320.

Ms. Sarah McNair-Gove

Property Actuary

Di vi si on of Insurance

Departnent of Community and Econom c Devel opnent
PO Box 110805

Juneau AK 99811

POSI TI ON STATEMENT: Supported SB 320.

ACTI ON NARRATI VE

TAPE 02-15, SIDE A
Nunber 001
#SB220
SB 220- SCOPE OF PRACTI CE OF HAI RDRESSI NG

CHAI RVAN BEN STEVENS cal | ed the Senate Labor & Conmerce Conmittee
neeting to order at 1:35 p.m and announced SB 220 to be up for
consideration. He said there was a commttee substitute that
addressed the issues that were brought up in the first hearing.

SENATOR TORGERSON npved to adopt the CS to SB 220. There were no
objections and it was so ordered.

SENATOR AUSTERMAN noved to pass CSSB 220(L&C) fromconmittee with
i ndi vi dual reconmendati ons. There were no objections and it was
so ordered.

#

#HB56
HB 56-M NI MUM WAGE

CHAI RVAN STEVENS announced HB 56 to be up for consideration.

V5. LINDA SYLVESTER, Aide to Representative Kott, sponsor of HB
56, said it increases the mninmmwage to a level that wll help
insure a mnimm standard of Iliving for Alaska's |owest paid
workers. It is an exact duplicate of the initiative petition
| anguage.

What it basically does is effective January 1, 2003, an
enpl oyer shall pay each enployee not |ess than $7.15
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per hour for work in a pay period as well as each year,
not |ater than Septenber 30, the m nimum wage shall be
adjusted for inflation at 100% of the CPlI at Anchorage.
It also includes that if the federal mninmm wage
increases and Alaska's mnimum wage |ooses ground
against that, it wll always be $1 higher than the
federal m ni mum wage.

SENATOR TORGERSON sai d he knew t hat sone ot her wages were tied to
the m ni mum wage such as busing contracts and asked what i npacts
this woul d have.

COW SSI ONER ED FLANAGAN, Departnment of Labor and Wrkforce
Devel opnment, replied that there was discussion of that in the
House and a fiscal note was provided to House Finance. That is
the only wage that is specifically tied to the m ninum wage
There is reference in admn regs to make people salaried if they
become a supervisor in a fast food restaurant, for exanple,
i nstead of paying them by the hour and they have to be paid at
| east two and half tinmes the m ni num wage.

SENATOR TORGERSON asked if the $7 included the $1 addition over
the feds.

COW SSI ONER FLANAGAN repl i ed:

The way it's witten now the $7.15 woul d be the m ni num
on January 1. As there are annual adjustments, it would
either be the percent to keep up wth inflation or if
the feds happen to nake an increase, that dollar over
woul d end up being a greater anount. That would be the
only tinme that would enter in. Right now our law is
$.50 over and it has been since 1959. So, this would
create second tinme. It's an either or, whichever is
greater.

He said the departnent whol eheartedly supports the bill

MR CH P WAGONER, Alaska Catholic Conference, said that the
Conference is the public policy arm of the Roman Catholic church
in the state of Al aska. At the Septenber 21, 2001 neeting, the
Conference wunani nously adopted a resolution in support of the
m ni rum wage increase and the automatic adjustnent provision. He
said the Church supported a m ninumwage as early as 1919, nearly
two decades before the federal Fair Labor Standards Act was
adopted. He said the reason for their position is based on their
soci al teaching.

The first is that we give a preferential option to the
poor and vul nerable. The test in the eyes of the church
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of any civilization of a society and of an econony is
how t he poor and vul nerable are treated...

A second catholic social teaching that applies to the
m ni mum wage is the concept of what work is. Wrk is
nore than a job. Work in catholic social thought is a
way to participate wth God's creation, a way to
contribute to the conmon good, a way to pronote hunan
dignity and a way for people to neet their needs and
their comunity obligations. The church's teachings
pronote the concept of what is called a living wage, a
wage which is adequate for workers to provide for
thensel ves and their famlies in dignity. This concept
has actually been adopted in over 80 conmunities
t hroughout the United States.

Now, a mninum wage that you are debating here
increased to $7.15 is not in Alaska a living wage. In
fact, if a person worked 40 hours a week, 52 weeks per
year, at $7.15, she would earn $14,872, which is bel ow
the poverty threshold for a famly of twd. So although
an increase in the mnimmwage is, as | said, a step
inthe right direction, it's a |long way before we reach
the |iving wage concept.

What the m ni mum wage does is not only hel ps to provide
for people in need, but it gives them a greater sense
of self esteem and self worth. Wwo benefits from a
m ni mum wage increase? These figures are federal

figures, but an increase in the mninum wage
di sproportionately benefits wonen, mnorities and the
nation's poor. In 1998, the Economc Policy Institute

study found that households in the bottom 20% of the
income spectrum who receive only 5% of the total

famly income, received 35% of the total benefits of
the last increase in the mninmm wage at the federa

level. O those affected by the last federal m ninmm
wage increase, 72% were adults and over and nore than
half of the teenagers earning m ni num wage when that
increased were in households that received below
average incones. Over 60% of the workers benefiting
from the increase were wonen. African Americans
represented 11.7% of the total wor kf orce that
benefited, but were 18% of the workers that were
actually benefited by the increase. H spanic workers
represented 11.3% of the workforce, but were 14.4% of
the workers affected by the increase.
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Anot her issue that has conme up is - are jobs lost as
when enpl oyers have to lay off people in order to pay
for those who are still with them The answer to that
guestion is no. Again, the EPI study failed to find any
systematic significant job l|oss associated with the
federal 1996 - '97 mninmum wage increase. In fact,
econom sts Dave Card and Adam Kruger, were studying an
anal ysis of the m ni mum wage increase in New Jersey on
fast food workers in the early 90s and they found that
enpl oyment actual ly i ncreased.

Al so, Robert Solo, the MT Nobel Laureate, wote in
1995, that the main thing about the research is that
the evidence of job loss is weak and the fact that the
evidence is weak suggests that the inpact to jobs is
smal | .

Lastly, the issue of school bus drivers has cone up. To
ny know edge it's the only occupation that is actually
tied to the mninmm wage increase to a mninmm wage
statute. | think we need to recognize that we're
tal king about two different public policies. The first
public policy with regards to this issue is providing
for the least anmount of [indisc] increase in the
m ni rum wage. That's policy nunber one. The second
policy is the policy as it relates to school bus

drivers.
1:45 p. m
MR. WAGONER said he researched the passage of that bill in 1990

and the reason school bus drivers are tied to double the m ni num
wage is not to give theman increase in wages, but to establish a
floor for proficiency for school bus drivers because of their
concern about safety.

MR, JOHN WLSON, Qutback Steakhouse Restaurant, said that raising
the mnimum wage in the restaurant industry would create a 26.5%
increase in wages for anyone in the restaurant industry. "There
is not a business owner that | know of who can absorb an increase
like that wthout raising prices of their services or their
products... In the end it's the consuner who gets hurt."

He said that 80% of restaurant workers' wages are for tips and
they already nmake $15 - $20 per hour depending on the type of
restaurant they are working in.

SENATOR DAVI S asked what figures he based the 26.5% i ncrease.
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MR WLSON replied that m ni mum wage of $5.65 right now and goi ng
to $7.15 per hour is a 26.5% i ncrease.

SENATOR DAVI S asked if his restaurant paid the $15 - $20.

MR. WLSON replied yes.

SENATOR TORGERSON asked if he would rather have this issue
decided on the ballot, as the petition had been certified, and it
woul d be on the Novenber ball ot.

MR. WLSON replied that he would rather see it on the ballot.
SENATOR DAVI S noved to pass HB 56 fromcommttee with individual
reconmendati ons. There were no objections and it was so ordered.
#

#SB320
SB 320- MOTOR VEHI CLE | NSURANCE & REPAI RS

CHAI RVAN STEVENS announced SB 320 to be up for consideration.

M5. ANNETTE DEAL, staff to Senator Cowdery, sponsor of SB 320,
said this legislation has everything to do with how auto and hone
premumrates are determ ned for insurance purposes.

The idea of the industry is to renove driver behavior,
or base very little percentage on it, neaning your
tickets and your accidents, and replace it wth
econoni ¢ consi derations nmeani ng your credit score. This
credit score is a glinpse in tine, but it is a seven-
year glinpse in time, because your credit score takes
i nto account bankruptcies, judgnents, |ate paynents and
all of those factors remain on your credit for a seven-
year period, possibly even 10 years where in the past
driving records have used.. In this scenario people
with bad credit who are good drivers are subsidizing
people with good credit who are risky drivers.

She told the story of a Fairbanks woman who is a victim of

identity theft whose premiuns have skyrocketed and there's
basically nothing she can do about it. People who are hurt by
this are people with a few glitches on their credit who have a
good driving record. The insurance industry wll argue that

driving records are inaccurate, but the DW says they are very
accurate and they have never heard that they are inaccurate.

Credit reports on the other hand can be anywhere from 10 - 60%
i naccurate. Fixing a credit report can take forever.

M5. DEAL said that insurance conpanies tell you that there is a
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correlation between good credit and fewer accidents, but she
could probably prove to them through sonme sort of study that
peopl e who eat pickles are in nore accidents. They al so say they
are able to wite nore aggressively in urban nmarkets and that's
great except if you consider that about 50% of Alaska is rural.

MR. MARK NI EHAUS, General Manager, Progressive I|nsurance, said
they are the fourth largest witer of auto insurance in the
country and have used credit as an elenent of their rating for
over 10 years. Currently, they use credit in 45 of the 48 states
in which they wite business. "Credit is allowable and we have
been using it actively in those states."”

He said they have about $45 billion of earned prem um data using
credit. They have used credit in Al aska successfully for the | ast
six years. They had an extensive filing and review process wth
the Alaska Division of Insurance where they closely exam ned
their proposal and approved it because they deened credit to be
correlated with risk of loss, which, it is. About two thirds of
their custoners get a |lower rate because of credit and they would
get rate increases if they couldn't use credit. Sonme of the
i ncreases would be very significant |ike about 30 - 40% There
had been vol um nous studies on credit as a predictor of future
| oss and the Alaska Division of Insurance has |ooked at this as
wel | .

The beauty of credit as a rating factor is that it's not
correlated with other factors and that's why insurance conpanies
want to use it. It's not correlated with age, sex, or nmarital
status. "So, it's powerful and it's an independent predictor of
future | osses.™

Many i ndependents reviews have been done of this practice
including the NAIC and they have concluded that credit 1is
predictive of loss. They could not afford to give lower rates if
it weren't justified. "W would go out of business.™

They use of credit for prescreening is specifically allowed by
the Fair Credit Reporting Act, which has a lot of disclosing
requi renments and prohibitions on using things |ike age, sex,
religion, race and significant penalties for nonconpliance.
"There is already a | ot of protection out there today in terns of
t he FCRA around use of credit.”

Briefly, he said the process is objective and is an electronic
check taking about 30 seconds. They pull raw data from credit
vendors and cal cul ate a score using their algorithm There are no
privacy issues, because the credit data is not displayed in the
of fice of the independent agent who is doing the quote. They give
di sclosure to the custoner and ask perm ssion as required by the
FCRA before they even order their credit report. In the event
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that the rate comes out higher than the best rate, custoners are
given an 800 nunber and get a free copy of their credit report.
If there are any errors, they are able to correct them and the
policy will be reissued at the revised rate. He added that they
get very few of those.

Progressive provides reason codes, listing three things a
custonmer can do to inprove their credit score. Things that are on
a credit score include bankruptcies, judgnents, tax |eans,
information on nunber of loans, credit limts, l|ate paynents,
nunber of inquiries. Things not in a credit report are incone,
race, gender, wealth, nationality, etc. The use of credit does
allow fol ks who otherwise wouldn’t qualify to qualify for their
preferred rates.

MR. N EHAUS said they have a major problemwth this bill. It is
a very broad restriction and no other state has a bill that is so
broad and would conpletely disallow the use of credit for either
rating or underwriting.

It's going to create an unlevel playing field, frankly,
and disadvantage independent agents and independent
agency conpanies and the reason for that is direct
witers are specifically allowed to use credit.

He said there's no question that good drivers would be forced to
subsi di ze bad drivers. Good drivers defined as those people |ess
likely to have a claim would under this bill have to pay
significantly nore insurance because of people who are nore
likely to have a cl ai m because of |ack of responsibility.

MR NEHAUS said this is a powerful tool that would stifle
conpetition. H's conpany is nore wlling to do business in
Al aska, because they can wite nore business and offer |ower
rates and that hel ps them grow.

2:10 p.m

The AARP wote a letter saying they support the bill, because
they believe that retirees are being adversely affected by the
use of credit scoring insurance. He |ooked at the Progressive
credit scores by age, because one of the things they were saying
is that older folks have worse credit and are therefore being
hurt by credit scoring. He found exactly the opposite to be true
and showed them a graph illustrating that as you get ol der, your
average credit score gets better. He did not think the AARP
| etter was based on any dat a.

He al so | ooked at people without credit called no hits. Overall

nationw de that nunber is 4.8% of their business and he | ooked at
it for people over 60 and the nunmber is 5.2% showing that there
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is no significant difference in older versus younger folks. "So,
ny conclusion is that older folks actually benefit today fromthe
use of credit.”

He offered to share data on |low incone, consuners, urban
residents, etc. He summarized, "I think this bill is damaging for
Al aska consuners. It's going to cause higher rates and | essen
conpetition and it's going to force ©people that have
responsibility in terms of paying their bills and in terns of
their driving and record and behavior, it's going to force them
to pay nore to subsidize those people that are |ess responsible
that don't pay their bills and have nore accidents."”

SENATOR AUSTERMAN asked himto clarify what states have | aws that
don't allow themto use credit.

MR. NIEHAUS replied there are three states - California, Hawai
and Ceorgia that don't wuse credit. In Hawaii, there is a
statutory prohibition on use of credit for rating, although it
doesn't deal with underwiting and there is a lawsuit on that
issue. California has no statutory prohibition on it. It's not
used in auto insurance. It's used in honeowners insurance and
other comrercial insurance. It's not wused in auto insurance
because of propositions one and three, which allows the insurance
commi ssioner to decide what rating factors will be used and the
conmmi ssioner chose not to allow credit as a rating factor. He
wasn't sure about CGeorgia' s position.

SENATOR AUSTERMAN sai d he had a question about the credibility of
credit reports, because he was involved in a situation where he
spent eight nonths getting his credit report straightened out. He
asked M. N ehaus to explainin alittle nore detail how they get
the credit report.

MR N EHAUS said they gather the raw data from the credit
providers. There are three primary vendors of credit information
and Progressive uses a conpany called Trans Union. They get the
raw data and have a mathematical fornula that calculates the
score.

He had sone data on accuracy. In 2000 his conpany ordered 11
mllion credit reports and the nunber of errors and corrections
was quite small, 21 changes for that year. In 2001, out of 7
mllion credit reports ordered in the first half of the year they
had 7 changes. Another study they had from Arthur Anderson said
that 2% of 15,703 credit reports were disputed and 25% of 12,023
reports reviewed were disputed and 3% of reports reviewed
resulted in a reversal. There was a total of 36 changes out of
15, 703. He thought the data was getting better and better every
day as peopl e becone nore and nore aware of a credit score.
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SENATOR AUSTERMAN said he knows that their scoring system takes
in risk factor as well as credit and asked him to explain how
they weigh the risk versus credit.

MR. NI EHAUS replied:

We basically have a matrix where we're |ooking at risk
factors and we have seven different categories of risk
factors meaning going from the person with no prior
insurance and a lot of points and a younger driver to
the other extreme of an older driver who's clean and
prior insurance, etc. And then we also have credit
scores. So, it's an array of rates. In terns of the
effect of credit score, | can't give you a percentage
affect. It does qualify as | nentioned, people who
otherwise would not get good rates. They can get an
attractive rate. For exanple, sonebody with no prior
insurance and a couple of points can actually get -
normal Iy that person would be considered a non standard
ri sk, but assum ng they have good credit, that person
could qualify for - we have five tiers - they would
qualify for the preferred tier, which is the second
best tier that we have. In terns of prem umdifference,
you're | ooking at probably 40%

SENATOR AUSTERMAN asked if they determned rates by using 50%
risk and 50% credit.

MR. NI EHAUS said he didn't think there was a mat hemati cal answer
to that.

SENATOR TORGERSON asked how long credit scoring had been used in
the industry.

MR. NI EHAUS answered that it probably dates back to the 70s. Hi s
conpany has been using it for about 10 years and in this state
for about six.

CHAI RVAN STEVENS asked if his algorithms were approved by the
Di vi sion of |nsurance.

MR. NI EHAUS replied yes.
TAPE 02-15, SIDE B

CHAl RMAN STEVENS asked if the variations wthin the rates
approved by the D vision of Insurance as well.

MR. NI EHAUS replied yes.
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MR. STEVE CLEARY, Al aska Public Interest Research G oup (AKPIRG,
supported SB 320 and agreed especially with Ms. Deal's testinony.
He said credit scoring is bad for consuners because they don't
know how the score is figured and factors that shouldn't nake the
a person's credit score bad can nmke it bad in a way that
shoul dn't happen, |ike divorce, unenploynent and |arge nedica
bills. Figures fromtheir national office show that up to 37% of
credit reports are wong and this can adversely affect their
score.

CHAl RMAN STEVENS asked him to send that information to the
commi ttee.

MR. JAMES JENKS, Legislative Counsel, US A A in the western
United States, said they are an insurance and financial services
conpany serving mlitary famlies all over the world. He said
they use credit reports, but very sparingly. They use themfor an
initial rating for a new policy, but don't use themfor review of
their cancellations. "After the first year of experience with us,
our rates for the person going forward are based upon our
experience with them"”

They al so recogni ze that other conpanies use credit to underwite
or establish the rate in different ways. The factors used in
establishing rates and underwiting goes to the very nature of
the conpetitive market place and Al aska is becom ng increasing
conpetitive. So, if someone does not like the rate they get from
one conpany, they are free to shop around.

MR. JENKS concluded that they oppose the bill and feel that an
insurer should be able to use valid underwiting and rating
criteria if they can be denonstrated to have a valid relationship
to the | oss.

MR. GLENN CLARY, Anchorage resident, supported SB 320. There are
two other areas that they could amend that would hel p Al askans
even nore. |Insurance conpanies operating in Al aska sell auto
policies because residents are required by state law to have it,
but the insurance conpanies have total control. Only after you
have signed up and paid your premum do they send you a copy of
the policy. Wthout previous disclosure of the ternms of the
policy, the custonmer finds they have abdicated constitutional
rights and handed over to the insurance conpanies total contro
of their medical pay out through their use of independent nedi cal
exam nations (I ME).

He said what matters to the insurance conpany is that they get
the custoner to the arbitration table. He suggested requiring
i nsurance conpanies to allow their custoners the option to choose
between arbitration and a jury trial and requiring insurance
conpanies to hire local doctors to do IMes, which will establish
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sonme accountability within a local comunity and prevent the
i nsurance conpany fromhiring "prostitute" doctors.

M5. SUZANNE KELLY said she was representing herself and her
famly and that she is self-enployed. Her insurance rates went up
because of her credit. She has bought a house, refinanced and had
babi es; she uses her line of credit for her business and has
expanded her business. "Basically, mnmy credit scores went down
very low. So, that nade ny insurance rates go up very high."

She got different quotes and found that if she used her husband's
social security nunber, they would pay |low rates. She thought it
was very discrimnatory and summari zed saying that she supported
SB 320. She said they don't know how nmuch a credit score weighs
from conpany to conpany.

M5. SARAH MCNAI R-GROVE, Property Casualty Actuary, supported
their efforts to provide sonme kind of regulation on the use of
credit scoring by insurance conpanies in Al aska.

How far to go, including whether it should be totally
banned or whether there should just be some paraneters
around it, we believe is a policy call that is best
made by you, but we support your efforts in discussing
this issue. The division is responsible to review auto
i nsurance rates and approve themonly if they are not
excessi ve, not i nadequat e and not unfairly
discrimnatory. Those are the statutory standards,
which we use to review a rate filing.

Credit information and credit scoring was first
approved for use in Al aska approximately four and a
hal f years ago. Extensive docunentation and information
was required fromthe insurance conpany to support its
use and | believe Progressive has already testified to
that. Despite the fact that it defies commobn sense, the
correlation between credit scores and |oss experience
i s high.

Appr oxi mately seven insurance conpanies have approved
auto filings that include the use of credit scoring in
Al aska. Since Decenber 2000, the division has received
approximately 11 auto and four honmeowner's rate filings
requesting to use credit information. Six of the auto
filings were not approved as filed, either because the
insurer totally w thdrew them or because they w thdrew
the credit-scoring piece of the filing. Two of the
filings were approved. The renmaining auto filings are
either still under review or disapproved. O the four
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homeowners' filings, three of those also renoved the
credit scoring information. The renaining honmeowners'
filing is still under review. In addition to the rating
process, an insurer can use credit scoring as an
underwriting tool.

Unli ke grading of insurance applicants based on risk
factors, the Division of Insurance does not have prior
approval authority over an insurer's use of credit
i nformation in t he underwriting process. The
underwiting process is where the insurer will |ook at
the applicant and decide whether or not they want to
provi de coverage to the insured.

As the wuse of credit scoring has increased, the
di vi sion has received consuner conplaints regarding its
use. Most of these calls were from consunmers who | ust
want ed to know whether this was sonething that insurers
were legally entitled to do in Alaska. They clained
that their prem uns doubled or tripled because of the
use of credit information. Wen we explained to them

that, vyes, it was sonmething insurers could do in
Al aska, that didn't nmake them happy, but they went off
and found other insurers that were willing to provide

t hem coverage at | ower rates.

In particular, one consuner who did file a formal
conplaint with the division had a prem um i ncrease from
$1,500 to $4,300 and were told this was based on their
credit i nformation. They checked their credit
information with the credit agency and it appeared to
be good. They went back to the insurer and the insurer
told them that their credit score was poor, because
they had too many requests for credit ratings, one
outstanding bad debt, which the insured was in the
process of disputing and too nuch credit card activity.
The consuner said that they paid all of their credit
cards in full each nonth and they also went and found
anot her insurer that would provide them coverage.

W recently have attended National Association of
| nsurance Comm ssioners neetings and there were several
di scussions on the use of credit information at these
neetings. There are sone trickle down affects and sone
uni ntended consequences of the use of credit
information in insurance rates. One producer related
several problens dealing wth real estate purchases
where the insured qualifies to buy a half mllion
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dol l ar hone, but the insurance credit score wasn't good
enough for them to get coverage with an A-rated or a
financially sound conpany. Their insurance would be
provided by a B-rated conpany. The |ender was unhappy
with that and they were unable to close. So, then
you've got the consuner unhappy, because they can't
close on the loan; the real estate conpanies can't
close the deal and the I enders aren't providing noney.
So these are the uni ntended consequences of its use.

Anot her consunmer from Mchigan said that they had
foll owed their insurance comm ssioner's advice to shop
around and get additional quotes and find the best
deal. After they did this, they called the conm ssioner
back and said, "I followed your advice, but now | can't
get any coverage because |'ve been told there's been
too many hits on ny credit information. This has been a
guestion that we have asked insurers when we have
| ooked at these filings - do you count these kinds of
hits and we have been told no. So, there's anecdot al
evidence that at least in theory and practice if this
consuner is correct and that's the reason why he
couldn't get insurance, but there may be sone m smatch
bet ween those itens.

SENATOR TORGERSON asked how many auto conpani es had they approved
use of credit information for.

M5. GROVE replied that they have currently approved filings for
seven i nsurance conpanies to use credit information in their rate
maki ng process. "There are other insurers that use it as an
underwriting tool, which we don't have prior approval for."

CHAIl RMAN STEVENS asked if they had approved of seven - one
homeowner s.

M5. GROVE replied she thought it was one honeowner's filing. They
have received four filings since 2000 and three of those w thdrew
credit information and she is still |ooking at one.

CHAI RVAN STEVENS asked if the three voluntarily wthdrew the
credit information.

M5. GROVE indicated that was correct.

CHAI RVAN STEVENS thanked everyone for their coments and
adj ourned the neeting at 2:45 p. m
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