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Maryland Senate Finance Committee 
 
Chairwoman Griffith and members of the committee, 
 
My name is Robert Melvin. I am the senior manager of state government affairs for the Northeast region 
at the R Street Institute. The R Street Institute is a nonprofit, nonpartisan public policy research 
organization. Our mission is to engage in policy research and outreach to promote free markets and 
limited, effective government in many areas, including insurance regulation, which we have researched 
since our founding in 2012. Our efforts to advance competitive insurance markets are why our 
organization is opposed to SB 816. 
 
The legislation would impose new limits on the use of territory as a rating factor for automobile 
insurance underwriting, and would make proprietary rate-related information—such as formulas and 
algorithms used for underwriting—publicly available. We are staunch champions of the principle that 
the best regulator of insurance rates is the market itself, and view SB 816 as counter to that philosophy.  
 
During the most recent edition of the annual Insurance Regulation Report Card, released by the R Street 
Institute in December 2022, Maryland’s grade was raised from C- to C.1 One of the weaknesses we 
identified in the state is “lack of underwriting freedom.” Imposing limits on automobile insurance 
companies’ use of territory as a rating factor will only exacerbate the current challenges, and subvert 
the positive movement made in the state’s insurance market.2 Additionally, the requirement that 
proprietary rate-related information be made public could undermine competition as each automobile 
insurance company would be able to view one another’s internal processes.  
 
Vehicle location is one of the most commonly used factors for calculating an auto insurance policy.3 
Unfortunately, the use of this variable had raised concerns from consumer groups that claim that the 
use of territory targets minority communities. It is illegal to incorporate race as a factor in insurance 
ratemaking.4 In fact, the reason rates are higher in more urban communities relates to the greater 
propensity for accidents; greater traffic density; increased incidence for theft and vandalism; more 
hazardous driving conditions; proclivity to litigate; and the higher cost of auto repair.5 In fact, studies 
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have concluded that “auto-insurance-affordability problems in urban areas with large minority 
populations reflect higher costs of providing coverage, not unfair discrimination.”6 In addition, urban 
area residents tend to pay higher premiums for auto insurance because the costs associated with the 
claims in those areas tend to be greater.7  
 
Rating variables, such as the use of territories, are critical for accurate insurance pricing.8 Placing limits 
on their use could result in lower-risk policyholders subsidizing higher-risk policyholders.9 The adverse 
impacts associated with restricting underwriting freedom prove that restraining rate-related factors, 
such as the use of territory, produce undesirable results. The primary outcome of such restrictions is 
that certain insured drivers end up paying more for coverage, thus subsidizing other drivers.10 Impeding 
underwriting freedom manipulates market-related signals that help assess risk, and results in increased 
premiums for all insured drivers, which culminates in higher-risk drivers having a reduced ability to 
obtain insurance.11 
 
As you review SB 816, we urge you to consider the challenges this bill could impose on Maryland’s 
insurance marketplace. Maryland has made progress with improving its insurance market’s 
competitiveness, but limiting the use of territories for auto-insurers for underwriting and rate setting 
will only set the state back. Territory is not the only factor used to determine risk, but is one of a variety 
of variables. Moreover, territory is important for measuring potential risk of accidents, and has nothing 
to do with race, which is illegal to use when calculating insurance rates. For these reasons, we strongly 
urge you to oppose SB 816.           
 
Thank you, 
 
Robert Melvin 
Senior Manager, Government Affairs for the Northeast Region 
R Street Institute 
rmelvin@rstreet.org  
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