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2015 REPORT TO THE LEGISLATURE REGARDING THE USE AND IMPACT OF
CREDIT IN PERSONAL LINES INSURANCE PREMIUMS PURSUANT TO ARK.
CODE ANN. § 23-67-415 (Act 1452 of 2003)

INTRODUCTION

Ark. Code Ann. § 23-67-415 (Act 1452 of 2003) requires all property and casualty insurance
companies that write certain personal lines insurance products and use consumer credit
information to annually report its effect on premiums not later than March 31 of each year.

In 2004, the Commissioner issued a Bulletin requiring all companies writing personal lines and
using credit to file a report providing the required information'.

THE ACT

Act 1452 of 2003 (the Act) is commonly referred to as the NCOIL* Model which was developed
to address the use of credit and insurance scoring in personal lines insurance. The Act covers
both the use of credit in determining a consumer’s premium and the use of credit in
underwriting. The Act prohibits several types of events from being considered when evaluating a
consumer’s credit;’ affords many rights to the consumer® consistent with the Federal Fair Credit
Reporting Act (FCRA);® requires a specific notice to the consumers who are applying for
insurance” and imposes, consistent with existing law, certain actuarial justifications that must be
met before a company may usc credit’.

The effect of credit information derived from a consumer report is outlined in this report. Credit
derived from a consumer report may be used in underwriting and rating personal lines of
insurance®. To the extent credit information is used, it cannot be the sole factor in determining
whether someone can obtain insurance or the amount to be paid for the coverage’. The FCRA
determines what constitutes a consumer report and provides safeguards for correcting errors in a
database containing a consumer’s credit, personal, or lifestyle information. Arkansas adds an
additional notice when a consumer applies for insurance or seeks a quote. This notice informs
the consumer that credit will be used in conjunction with other factors to determine whether
coverage will be offered and at what price.

' Bulletin 14-2004, Use of Credit Information under Ark. Code Ann. § 23-67-415 in Personal Insurance (attached as Exhibit § to
this report)

* National Conference of Insurance Legislators

¥ Ark. Code Ann. §§ 23-67-405 and 411

T Ark. Code Ann. §§ 23-67-406 and 408

T15US.Co88 1681 efseq.

® Ark. Code Ann. § 23-67-407

T Ark. Code Ann. §§ 23-67-201 through 212, 405 and Rule 23

F15U.S.C. § 168Ta(d)(1)(A)

9 Other factors considered usually involve past claims history, the specific property to be insured. the v alue of the property,
driving experience and other factors related to the risk. Creditis simply one of the many factors considered.



COMPILATION OF DATA

Insurers required by the Act to report to the Commissioner, must provide:

(1) Policies written during the preceding year;

(2) Policies that received a premium increase due to credit scoring during the preceding year;
and

(3) Policies that received a premium decrease due to credit scoring during the preceding year.

All insurers using credit as a rating component reported by the following lines as required by the
Act.
e Private Passenger Automobile
e Homeowners
e Motorcycle
e Non-commercial Dwelling/Fire
e Non-commercial Farmowners
e Personal Watercraft
e Boat
e Snowmobile
e Recreational Vehicle

In 2014, 163 companies reported premium derived from personal lines of insurance. Total
premium for those lines during 2014 exceeded $2,445,007,726.

Of those:
* 130 insurers writing $2,394,307,937 in premium utilized credit in determining the final
premium.

* 33 insurers writing $50,699,799 in premium did not utilize credit in determining the
final premium.

AGGREGATE TOTALS FOR ALL PERSONAL LINES

During 2014 for all personal lines coverages:

e 3,297,155 policies were written or renewed that involved the use of credit as one of the
factors contributing to the final premium.

1,555,924 policies (47.2%) resulted in the premium being decreased.

® 459,444 policies (13.9%) resulted in the premium being increased.

° Inthe remaining 1,281,787 polices (38.9%), credit was a neutral factor and did not
contribute to or change the final premium.

° For those policies in which credit played some role in determining the final premium,
those receiving a decrease outnumbered those who received an increase by 3.39t0 1.

e 86% of consumers either received a discount for credit or it had no effect on their
premium.



PRIVATE PASSENGER AUTOMOBILE INSURANCE AND CREDIT

During 2014 for private passenger automobile coverages:

o 2,127,680 policies were written or renewed that involved the use of credit as one of the
factors contributing to the final premium.

o 977,131 policies (45.9 %) resulted in the premium being decreased.

e 315,053 policies (14.8%) resulted in the premium being increased.

o In the remaining 835,496 polices (39.3%), credit was a neutral factor and did not
contribute to or change the final premium.

e For those policies in which credit played some role in determining the final premium,
those receiving a decrease outnumbered those who received an increase by 3.10 to 1;

o 852% of consumers cither received a discount for credit or it had no effect on their
premium.

HOMEOWNERS INSURANCE AND CREDIT

During 2014 for homeowners coverages:
e 711,299 policies were written or renewed that involved the use of credit as one of the
factors contributing to the final premium.

o 408,562 policies (57.44%) resulted in the premium being decreased.
e 111,588 policies (15.7%) resulted in the premium being increased.
o In the remaining 191,149 polices (26.9%). credit was a neutral factor and did not

contribute to or change the final premium.

For those policies in which credit played some role in determining the final premium,
those receiving a decrease outnumbered those who received an increase by 3.66to |.

84 3% of consumers cither received a discount for credit or it had no effect on
their premium.

OTHER PERSONAL LINES

During 2014, for other personal lines:
o 458,176 policies were written or renewed that involved the use of credit as one of the
factors contributing to the final premium.

e 170,231 policies (37.2%) resulted in the premium being decreased.

e 32,803 policies (7.2%) resulted in the premium being increased.

e In the remaining 255,142 polices (55.7%), credit was a neutral factor and did not
contribute to or change the final premium.

e For those policies in which credit played some role in determining the final premium,

those receiving a decrease outnumbered those who received an increase by 5.19to 1.
92.8% of consumers either received a discount for credit or it had no effect on
their premium.

@



SUMMARY

Act 1452 required each insurance company using credit as a component in determining an
insured’s premium to report to the Commissioner. A compilation of these reports indicate four-
fifths of the insurers writing personal lines insurance utilize consumer credit. The data also
indicates that 86.1% of consumers whose premium involved a credit component either received a
lower premium or their premium was unaffected. Overall 47.2% of consumers received some
decrease in their premium as opposed to only 13.9% who received some increase in their
premium.

The companies using credit wrote 97.93% of the personal lines premium volume in Arkansas
during 2014.

EXHIBITS

The following are attached as exhibits to this report:
o Exhibit 1: Results for Insurers Using Credit
o Exhibit 2: Results for Insurers Using Credit — Other Lines
o Exhibit 3: Impact of Credit — All Personal Lines
o Exhibit 4: Impact of Credit - Percent
° Exhibit 5: Credit Use in Private Passenger Auto
° Exhibit 6: Credit Use in Homeowners
o Exhibit 7: Changes from 2013
° Exhibit 8: Bulletin 14-2004



Exhibit 1
Results for Insurers Using Credit

Private
Passenger
Personal Lines Auto Homeowners Other Totals
. :
Policies written during the | = 55 6g9 711,299 458,176 | 3,297,155
preceding calendar year
e
i "
Policies that received a
premididediigee dne 977,131 408,562 170,231 1,555,924
credit scoring during the ¢ 4
preceding calendar year
Poticies upon which Credit e g 101 140 s ’ 2 o
P - J35 496 191,048 253,142 P28 7
Private
Passenger

Effect of Credit - Percent Auto Homeowners Other Totals
Deerease 45.99% 57.4% 37.2% 47.2%
Total Neutral and

Decrease 85.2% 84.3% 92.8% 86.1%
Ratio Dcecrease:Increase 3.10:1 3.66:1 5.19:1 3.39:1
Decreasces as a percent of

subset of policies where o n " o
credit affected the final 76% e B T
premium
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Exhibit 3

Effect of Credit - ALL Personal Lines

Policies that
received a
premium

decrease due to

credit scoring
during the
preceding
calendar year

1,555,924

47.2%
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Exhibit 4
Impact of Credit - Percent
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Exhibit 5

Effect of Credit -Private Passenger Auto

Poffcies upon

s

Wie

Policies that
received a
premium

decrease due to
credit scoring

during the
preceding
calendar year

977.131

45.9%
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Exhibit 6

Effect of Credit - Homeowners

Policies upon "

which Credif creant seoring

had no effect A
191,149 '

26.9%

Policies that
recefved a
premium

decrease due to
credit scoring

during the
preceding
calendar year

408,562

37.4%
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Exhibit 7
Changes from 2013

Private
2013 Data Companics Passenger
Using Credit Auto Homeowners Other Totals
Policies 2,124,269 ! 675,288 443,486 3,243,043
Decreases 977,063 338,912 149,446 1.465421
o Eifeet REME LY 208525 261479 £310.003
Private
2014 Data Companics Passenger
Using Credit Auto Homeowners Other Totals
Policies 2,127,680 711,299 458,176 3,297,155
Decreases 977,131 408.562 170,231 1,555,924
Fifect 335,496 191,149 285 142 1281787
Difference between Private
years Data Companics Passenger
Using Credit Auto Homeowners Other Totals
Policies 3,411 36,011 14,690 54,112
Becreases 68 69,650 20,785 G0,503
Difference between Private
vears Data Companics Passenger
Using Credit Auto Homeowners Other Totals
Policics | 0.2% 5.3% 3.3% 1.7%
Decreasces 0% 20.6% 13.9% 6.2%
g . }.i}s T “'._"’.ﬁu': 5y -uau'i‘
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Exhibit §

Arkansas Insurance Department

1200 West Third Street
Little Rock, AR 72201-1904

, 1-501-371-2600
[-800-282-9134
Mike Huckabee Mike Pickens Fax 1-501-371-2618
Governor Commissioner wwiy.state.ar.us/insurancee
December 15, 2004
BULLETIN NO. 14-2004
TO: ALL LICENSED PROPERTY AND CASUALTY INSURERS, NATIONAL ASSOCIATION
OF INSURANCE COMMISSIONERS, TRADE ORGANIZATIONS,
AND OTHER INTERESTED PARTIES
FROM: ARKANSAS INSURANCE DEPARTMENT
SUBIJECT: USE OF CREDIT INFORMATION UNDER ARK. CODE ANN. § 23-67-415 IN PERSONAL

INSURANCE FOR PRIVATE PASSENGER AUTO, HOMEOWNERS, MOTORCYCLE,
MOBILE HOME, NON COMMERCIAL DWELLING/FIRE, NON COMMERCIAL
FARMOWNERS, PERSONAL WATERCRAFT, BOAT, SNOWMOBILE, RECREATIONAL
VEHICLES

EFFECTIVE DATE: DECEMBER 15, 2004

Arkansas Code Annotated § 23-67-415 requires that no later than March 31 of each year, each insurance company writing any
personal insurance that uses credit-scoring information shall report to the Insurance Commissioner for each personal insurance
type listed in § 23-67-404(9) the number of:

(1) Policies written during the preceding vear;
(2) Policies that received a premium increase due to credit scoring during the preceding year; and
(3) Policies that received a premium decrease due to credit scoring during the preceding year.

This subchapter applies to personal insurance and not to commercial insurance or any other type of insurance. “Personal
insurance” means private passenger automobile, homeowners, motorcycle, mobile home owners, noncommercial dwelling fire
insurance, noncommercial farm owners, boat, personal watercraft, snowmobile, and recreational vehicle policies, If your company
does not write any of the lines of insurance included in this definition of “personal insurance” nor have any policies in force and
effect covering said lines at any time during the period covered by the report, please notify the Property and Casualty Division of
that fact prior to the March 31 due date. Such notification shall be considered meeting the reporting requirements of the Act.

Information filed with the commissioner under this section by an insurance company shall be treated as proprietary information
and is exempt from public disclosure.

Attached to this Bulletin is a suggested form upon which to report the required information. This form will be available on our
website at www accessarkansas.orefinsurance/pdfibulletin_ 14 2004.pdf and we can furnish it as an attachment to an email as
well,

If you should have any questions, please contact Alexa Grissom or Becky Harrington, Property and Casualty Division, at (501)
371-2800 or alexz.grissomi@arkansas. qov or becky.harringtonivarkansas.oov or fax at (501)371-2748.

(signed b}’ Mike PiCkﬁl'lS) December 14,2004
MIKE PICKENS DATE
INSURANCE COMMISSIONER
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Arkansas General Assembly

The Senate and House Interim
Committees on Insurance and Commerce
]uly 1, 2015

U.S. Life Insurers by Year

Number of Companies

Year Stock Mutual Fraternal Other
1960 1286 155 N/A N/A
1970 1627 153 N/A N/A
1980 1823 135 N/A N/A
1990 2078 117 N/A N/A
2000 1018 221 N/A 30
2013 648 113 82 7
N/A: Not Available
U.S. Life Insurance Companies
by State of Domicile
State 1995 2000 2013
Alabama 59 14 10
Arkansas 39 36 22
Kansas 17 13 12
Louisiana 58 43 26
Mississippi 24 26 11
Missouri 54 40 22
Oklahoma 30 28 23
Tennessee 45 38 9
Texas 238 162 113
State of Arkansas
Licensed Insurance Companies* 1525
Domestic 58
Foreign Insurers 1467
Domestic Surplus Lines 2
Life and Health 22
Property and Casualty/Other 33

“Arkansas Insurance Department
2013 Annual Report

Total

1441
1780
1958
2195
1269

850






State of Arkansas

Senate & House

Meeting of the Insurance & Commerce Committees
July 1, 2015

Report on Property and Casualty Insurance Companies:
There are two types of insurance companies;

1. Stock insurance companies. These are owned by stock holders.
2. Mutual insurance companies. These are owned by the policy holders.

Property Insurance Companies domiciled in Arkansas:
Mutual Insurance Companies:

1. Agents Mutual Insurance Company (Pine Bluff)

2. Farm Bureau Mutual of Arkansas (Little Rock)

3. Farmers Fire Insurance Company (Conway)

4. Farmers Mutual Insurance Company (Gentry)

S. Farmers Mutual Fire (Carroll County)

6. Farmers & Home Mutual Insurance Company (Paragould)
7. Farmers Mutual Insurance (Rogers)

8. Farmers Union Mutual Insurance Company (Bryant)

9. Logan County Farmers Mutual Aid

10. Washington County Farmers Mutual Fire

Stock Insurance Companies:

Allied World Surplus Lines Insurance Company (Darwin Select)

American Underwriters Insurance Company (Fairfax Financial Group)
Arkansas Mutual Insurance Company (Little Rock)

Direct National Insurance Company (Direct General Group)

Kinsale Insurance Company (Citicorp International Group)

Southern Pioneer P & C Ins. Co. (Jonesboro)

United Home Insurance Company (Paragould)

Vantapro Specialty Insurance Company (Allied World Assurance Holding)

el S S

Marc Oudin
marcoudin@amail.com
800-272-2248







Aikansas

Primary Government

Governmental Activities

General Obligation Bonds - The Constitution of the State does not limit the amount of general
obligation bonds which may be issued by the State; however, no such bends may be issued unless

approved by the voters of the State at a general election or a special election held for that purpose.

General obligation bonds outstunding at June 30, 2014, were as follows (expressed in thousands):

Final
maturity Interest
date (1) rates %o Balance

Federal Highway Grant Anticipation and Tax
Revenue GO, Bonds:
2010 Sevies Federal Highway G.O.Bonds 2015 250-500 § 71,505
2012 Sevies Federal Highway 6.0 Ronds 2025 3.00 - 5.00 197,005
2013 Series Federal Highway G.O.Bonds 2026 4.00 - 5.00 171,465
Four-Lane Highway Construction and
tmprovement G.CQ. Bonds:

3

2013 Series Four Lane Highway G.0O . Bonds 2023 1.00 - 5.00 463,895

Amendment 82 G.O. Bonds e

204 Series Capital hnprovement G0, Bonds 2035 1.00 - 4.00 ( 630
Arlansas Natural Resources Commission Bonds: S
20054 Series Water, Waste and Pollution 2026 3.25-4.35 3,720

W i 2028 3.00-4.75 6,735

Water, Waste and 2017 5.00 4.48:

I Water, Waae and Pollution 2037 3.50-4.30 6,350
A Series Water, Waste and Pollution 2041 4,00 - 4,50 6.760

ZGU8A Series Water, Waste and Puollution 2043 3.50 - 4.60 21.883
20094 Series Waler. Waste wid Pallution 2044 2.00 -4 .88 13,270
ZUT0A Series Water, Waste und Pollution 2045 2.00 -4.50 21,560
20108 Series Water, Waste and Pollution 2021 .00 - 4.10 23,800
20100 Series Water. Waste and Pollution 2021 2.00-3.00 5,935

2002A Series Water, Waste und Pollution 2027 1.50 - 3.30 32,850
20028 Series Water, Waste aud Pollation 2048 2.00-4.00 42915
2013A Series Waler, Waste aud Pollution 2024 2.00-3.30 30,000

~

ollege Savings Bonds:

19960 Series, GO, Bonds 2016 6.00 6,636
19978 Series, GO, Bonds 2017 545 -5.60 7,569
IDYSA Series, G.O. Bomnds 2017 5.25-5.35 7,409
o GO Bonds 2016 3.60-5.00 9438

s ¢

00 - 5.00 90,895

A

3

o

) /RS,

P ol






Aikansas

Schedule 7
Ratios of Outstanding Debt by Type (Unaudited)
Last Ten Fiscal Years
(Expressed in thousands. except per capita amount)

2004 2013 22 201 it 20049 2008 2007 2006 S
Covernmental
Lieneral oblgzanon honds by LI S [ RED RN < e Rrad) hARRI) BN S = A TE AR L K38
Spacal nblipatons Jus T
Resenus bond graramy fund 0 paRs 7R 2N
Aaid cdeilucn
Lt e bond refunchne ks o4y 18043y tlasdn o183 [AEREEN
Esserunce prempms-idiscoumns) S 00 ER RN 21087 IR P2l
Other debt mstre nts
Notes pasabk W somkazne anig BI04 205 LN NG 10in74 1101788 104 Ry (R 121644 Uh R
NMotes panabke o pension st fund 203 i o) 7474 ity 1 L350 (BRI
Tevohmea ki Tund 155
Hones pavabk e healtheare inaneing admmisiztion
Capital keascs 2 a0
Capal kaises with componeat mit 1.3 46% g RFER
Inwialinem <ake wath componem ot 1 1.3501 [IERD 12340
Toral povernment) acti tics delby | 07737 22 UK 008,312 1.2707 FS2T7S LIS ns
Business-Type
Specal ohbgation
War Memoral Siadum Commisson L3 2,500 LT
Cunstrctaon Assislance Revolving Loan Fund 40220 L3N Al 63120 RIS WS RS |1
Suft Drinking Waer Revoh g Loan Fund 2
Collope & unversiny revenue bonds 3 F6s] 134,220, 1402 007 RN LI83n7} S0
Add rdeduc iy mspance premwmsi disconnie) 33004 BFRLE w214 K364 R HAUR 1
Notes pmabky LISAGS ol 170 4302 L2NS 200G 12020 17,02 17128
Sotes pavabke witle compoliznt wt FuR3 255 ARIN KT [y
Capital keases 200 ORI H42a02
Captal keases with component uni 0 gln IS 2
Tonl husiness-is e acuvitzs debt 2139502 2012393 | 8%0.077 |30t 4s] 483918 | 40 878 1,344 445
Tl Piin Governme nt Delbi 382600204 3189708 RIS 207853 2308000 2601, [k 2RI 2R
Pt Ragios: Primiiy Gove rmme nt
Rartes of panmars goscmmnicnn deb 1o personal income i 1 2080, Ernl RALLEM 2ty 2 Nty
Por capita 121 5 1477 8 ULTI N DY DTS N IR kT ok N b
et Gueneral Qiizznian Bonded Deln
Cross boagdedd 1 b S A & b3 N LTS LTI TR
HECEE N it Tl AR 201451 elil
eaisiic deb) 3 ~ Gl776 N 8 L 3 ~
b 41 kb [T 2s 5 Rl Y ~ 5 g
Supple e i Informvition
Companca Unit De bt
Arhansas Stadent | oan Authani
Revenne bonds payabls 5 32463 % N SORMAR N al2dam % e % 5 b
1 iz matied bond isgaiice cost {5135
Nows pasabl
Arkansas pment Faance Authorny
[oncts pas able E2ir1 RRERS) LisinTy Lemsira?l [RERANES 1175362
Nolee ik [RTE 634
Mdldd fdeduzty issvance premivmsfdiscounisy o2 i 12s
Lol & Foundation annuty oh 10259 I4.804 13967 I it 192,k
Fowal Companent Unit Den 1105014 LI 1,200 20 [T R 15930487 RN B 21543
Total Debn $ 4030043 L3I S quTIEe) N A I T b TR SORMIIA 8 A6 N deShdan %
Debr Ragiox
Fabie ol ol dely o parsonal income (1 S5 e 2 oty 3 A
ler capna s P6uh B It TR £ Lald & l 5 Lol % b lod? §

(1 Personal meome data can be found in schedule &

(23 Population can be found in schedule v,

£3) Bond detail cin be found in Note 8 o the financial starements,
For Y 1L he un

witized bond vefundmg loss was reckissifiod w @ <o avately reported deferred anflow of resowrces moaccordance with GASB Siatemen o3







Arcansas

Schedule 8

Pledged Revenue Bond Coverage (Unaudited)

Last Ten Years

(Expressed in thousands)

Net
Revenue
Gross Direct Available
Colleges and Revenue Operating for Delit
Universities (1) (2) Expense Service Principal

Inferest

Total
Debit
Semvice

Coverige

Rylunding Nonds

2014 S d3R130 5 § 43052 5 [S8ee § s 14,68
2005 219091 RRE 215,549 9400 13,79
amaz 182428 3870 178,552 6,307 17
RIGIH jol 448 6173 0,747 812
2o 139,103 5210 7.029 So03 1108
2009 TR 3301 Fuhant] o180 4016 730
2008 T6.470 12,134 03345 3500 31059
2007 63172 R.ush 55080 RXeak)
2006 GO0 FRRE]
Fousmz Bonds
2014 b 5 7817 % S S S 1700 27N
2013 8483 87 12400 1L8%
o)t 9768 708 20
2011 537 23,103 30671 7532 2 ian
2010 48552 27008 20044 0940 1.92
200 oi} 3,186 20,189 6410 75
2008 5 35237 20278 3700 229
2007 27,040 10480 11454 2190 4627 1.6%
2006 24450 17323 AR 1400 I8 138
Facilwes Bonds
2014 S LUYo.298 § 0 M2 & IO3ni26 5§ S
2013 1.223 0166 Fur71S 340
2042 1.234.078 689 207 37212
176401 TLA30
0%, 180
LO33 083
Lg?7673 B hs2 137
188430 6232 Jul
188337 41440 ERN
eneril Revenae
and Onher
DBonds
2014 S b [ER 5 3 A, il
2013 ) .83
2012 1G.200 1 ek
011 7898 1.33% I 33
2010 12442 3.249 7193 20 203
200 [ 1.86] 003 ] 1710 3696 143
2008 11.200 5678 lods RNk} 41
2007 4042 3427 32U 140
2000 0,042 L7355 4.287 3481 1:23
Net
Revenue
Direct Available Totat
Arkansas Student Gross Operating for Debt Debt
Loan Authority Revenue (2) Expense Service Principul Interest Service Coverage
Year ended June 30
5 5 S S 496718 (1a7
41,784 5
270
o144 88007
30K L6 3A(

(Er Informanon notavailable prior o fiseal vear 20060

(21 tross Revenoes melude stadent wsion and Fees. Tousi

rent. athletic fees 1t

sources: Calleges and Uintversities. Arkansas Stdent Loan Authorin:

revenue al olher aunilary reve
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