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MEMORANDUM
To: Members of the State Senate
From: Wisconsin Insurance Alliance, Eric Englund

Date: January 29, 2008

Subject:  Oppose — Senate Bill 259

Senate Bill 259 prohibits auto and homeowner insurers from considering information in
an individual’s credit report in setting premiums for auto and homeowner’s insurance.

We ask that you oppose this legislation.

Last year your constituents spent in excess of $2.5 billion purchasing auto insurance in
Wisconsin. They spent another $800 million on homeowners insurance. In so doing
that paid some of the lowest cost for these products found any where in the United
States. According to one study the combined average premium your constituents paid
for homeowners and auto insurance ranked as 50" in the country.

One of the reasons auto and homeowners insurance remains affordable in Wisconsin is
the ability of insurers to precisely price their products to accurately reflect the risk.
Insurers have long used financial information, including credit, to assess and price for
risk in commercial markets. Starting in the

mid-1990’s insurers began using credit information in auto and homeowners insurance.
State and federal studies have consistently found a strong correlation between credit
scores and the risk of loss.

The Wisconsin Office of the Commissioner of Insurance (OCI) has regulated the use of
credit scoring for over a decade. These regulations have worked.

The prohibitions contained in Senate Bill 259 are a step back into the pre-computer dark
ages of auto and homeowners insurance pricing. Taking away these tools will only
cause your constituents to have less precise pricing of these products. Studies have
consistently shown that the use of credit scoring:

- Benefits consumers through risk measurement and pricing,

- Provides greater availability of insurance to all consumers,

- Consistently provides rate decreases in homeowners and auto insurance to

over 60% of consumers.

Passage of SB 259 will artificially distort the pricing of auto and homeowners insurance
in Wisconsin to provide a cross subsidy from those who are less likely to have claims to
those who are more likely to have claims. In so doing, cost of these products will only
go up for all.

Please vote no on SB 259.
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