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Rep. Johnson, Chair: 00:00:00 Today's House Oversight and Reform Committee hearing. Thank 
you all for being here today, and thank you, members from 
coming to your district to take part in this important hearing. 
Don't forget to fill out the forms on your desk and return them 
to the chair. Today's Sergeant at Arms, if you could just throw 
your hand up when you're recognized. Jonas Cherry, Ray Cook, 
Mike Galloway, Todd Jordan, and Stafford Young. Thank y'all so 
much for being here and taking care of us. 

 00:00:29 We're back here today to understand the North Carolina Motor 
Vehicle Reinsurance Facility. Do the costs of the Facility 
outweigh its benefits? Put another way, does North Carolina 
have some of the lowest premiums in the country because of or 
in spite of the Reinsurance Facility? If the Facility provides a net 
benefit to North Carolina drivers, then the story ends here. If it 
does not, there may be a case for reform and the next task 
would be to determine which reforms are most helpful. I hope 
today's session answers those questions. 

 00:01:06 In the last meeting, it was alluded to that everyone who buys 
insurance has to pay recoupment fees to keep the Facility from 
losing money. Those fees are currently 13% of premiums and 
are hidden on insurance bills. Maybe the increase people are 
facing is in part due to higher fees for the Facility. Joanna 
Biliouris, am I saying that correctly? Thank you, ma'am. Joanna 
Biliouris, executive director of the Facility is here to hopefully 
shed light and answer other questions. Maybe we will finally 
understand how the Reinsurance Facility works and if it keeps 
rates lower for North Carolina drivers. Again, to be clear, our 
purpose is not to come here and abolish the Facility but to 
understand the benefits we receive from it and the cost we pay 
for it. If there are changes to be made, how would those 
changes affect premiums for drivers in the Facility currently and 
surcharges that all drivers across the state pay? 

 00:02:04 Director Biliouris, you may provide an opening statement for up 
to five minutes, and you can continue on beyond that. If we're 
making progress, you can have up to ten minutes on that 
opening statement. Then, we'll open up the hearing to 
questions from committee members. Members, you'll have up 
to five minutes for the first round of questions, followed by a 
second round of questions if time permits. When we open that 
up, we will put you in a queue here and recognize you as we go 
through the list. If for whatever reason you feel like your time is 
being impeded, feel free to reclaim that time from the chair and 
we'll make that judgment call as we go. 
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 00:02:43 Now, Director Biliouris, if you will stand and raise your right 
hand. Do you affirm that your committee is the whole truth, 
justly the truth, the whole truth, and nothing but the truth? 
Thank you. 

Joe Coletti: 00:02:58 Should we swear in our other folks, too? 

Rep. Johnson, Chair: 00:03:00 Yes, and what we're going to go ahead and do just in case you 
reference some of your staff for questions, if you could also 
stand and raise your right hand. Do you affirm that your 
testimony is the truth, the whole truth, and nothing but the 
truth? Thank you. Director Biliouris, you may begin your 
testimony. Thank you. 

Sumit Gupta: 00:03:21 They need to state their names on the record. 

Rep. Johnson, Chair: 00:03:23 I'm sorry. On advice of counsel, you need to state your name for 
the record as well. If you could stand, and please state each of 
your names individually. 

Mr. Collins: 00:03:32 My name's Terry Collins, chief operating officer. 

Rep. Johnson, Chair: 00:03:35 Thank you. 

Mr. Burns: 00:03:35 Tom Burns, director of auto operations. 

Rep. Johnson, Chair: 00:03:37 Thank you, and let the record show that they have sworn to tell 
the truth, the whole truth and nothing but the truth. Thank you. 
Director Biliouris, you may begin. Thank you. 

Director Biliouris: 00:03:44 Thank you. Thank you. Can everyone hear me okay? Thank you. 
Thank you for the opportunity to come speak with the 
committee. My goal today is to ensure that the committee has a 
good understanding of the costs and the benefits of the 
Reinsurance Facility as well as what a vital role it plays in the 
state's auto insurance market. The Facility's presence ensures 
that consumers get the auto liability insurance that our law 
requires and at one of the lowest rates in the country. It allows 
for consumer choice in what company writes that insurance, 
and it allows for insurance companies to transfer the risk of loss 
to the Facility on business they may find to be unacceptable 
from a rate perspective, risk, or simply it's not aligned with their 
business focus or capabilities. 

 00:04:51 I want to address some common questions we get about the 
Facility, and first, let me note I'm talking about private 
passenger auto liability insurance. Private passenger auto is the 
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vast majority of business in the Facility. It constitutes about 90% 
of the premiums. Ninety-eight percent of the policies in the 
Facility are for private passenger auto liability. 

 00:05:15 We're sometimes asked whether premiums in the Facility are 
lower than in the voluntary market, meaning do people pay less 
if they're in the Facility? The answer to that is no. On an apples-
to-apples basis, no one ever pays less in the Facility than they 
would pay in the voluntary market. Auto liability rates in the 
Facility are either equal to or greater than the liability rates that 
companies are allowed to charge in the voluntary market. 
Because as outlined in my written testimony, liability rates are 
capped at the voluntary rate. There are surcharges assessed to 
all drivers based on the operation of the Facility, but those 
surcharges are applied to all policies, voluntary and ceded. So, 
any comparison of the total amount someone pays in the 
Facility to what they pay in the voluntary market shows that 
they pay more if they're in the Facility. 

 00:06:11 We're also asked whether insurance companies make money 
from ceding risks to the Facility. Again, the answer is no. There's 
no monetary incentive to companies to cede business to the 
Facility. They cede to avoid losing money on a risk that they 
deem as unacceptable for whatever reason. When that policy is 
ceded to the Facility, all the liability premium is sent to the 
Facility. Companies are only reimbursed for their expenses for 
writing and servicing the policy, but there's no profit. The 
companies do have the opportunity to write the physical 
damage coverages on the policy, and they also have the option 
to pull that policy out of the Facility in the future and write it on 
their own book of business when they believe they can do so at 
an acceptable basis. Remember, insurance companies are 
competitive. They want to grow their business. 

 00:07:09 We also hear the question, why are there so many drivers in the 
Facility? In general, about 20% of insured vehicles and 25% of 
auto insurance premiums are in the Facility. These are not new 
numbers. This has been true of the Facility essentially for the 
entire 50 years it's been in existence, even as the North Carolina 
market has grown substantially—almost tenfold since it was 
created in 1973. This is a result of a long-standing public policy 
and regulatory system for auto insurance in the state. Drivers in 
North Carolina have to buy auto liability insurance. On the 
regulatory side, the laws require that auto liability rates are set 
in the voluntary market, and it's based on losses and expenses 
of all drivers. All the drivers who are good risk or a low risk and 
even a high risk. The liability rates are effectively set at an 
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average level of risk of all drivers in the state. Then in our 
system, liability rates are capped at that level. 

 00:08:16 Now, insurance companies are very good at assessing risk. 
That's the core of their business. When they're presented with 
drivers that they perceive pose a greater risk than what they're 
allowed to charge, they naturally and logically don't want to 
insure them, but our system doesn't give them the option to not 
insure them. If the applicant's an eligible risk under Facility laws, 
the company has to insure them, and then the law gives them a 
choice on keeping it on your books or ceding it to the Facility. 
North Carolina's auto insurance market is very competitive. 
Essentially, all national and many regional insurance companies 
are doing business here, and the overall distribution that results 
from all these legal, regulatory and competitive forces is, as I 
said earlier, about 20% of insured vehicles and 25% of auto 
premiums are in the Facility. And it's been this way since 1973 
when the Facility was created. 

 00:09:21 Most people understand that having a clean driving record 
reduces your insurance costs. However, a clean driving record 
doesn't always equate to a good risk because consequences of 
moving violations and accidents can be avoided through various 
legal maneuvers. Clean risks in the Facility are those with no 
SDIP points and more than two years driving experience. 
However, the voluntary market has information on waived 
violations and other factors they deem necessitate a higher 
premium due to the higher risk. The voluntary market cannot 
charge for these higher risk factors, so they choose to cede the 
clean risk to the Facility. The statutory definition of clean risk is 
only applicable to risks in the Facility. The voluntary market 
does not qualify a risk as clean or other-than-clean. The 
voluntary market classifies risk as a good risk or a not so good 
risk. 

 00:10:24 What does all this mean for the citizens of North Carolina? Our 
state is growing and thriving. People want to be here and are 
moving here from all over the country and the world. When 
those people buy insurance, they get a policy from any 
company they want, the rates are among the lowest in the 
country, and drivers in North Carolina can have more 
confidence that their fellow drivers are insured. The Facility is 
just one component of the overall legal, regulatory, and physical 
environment that serves told liability rates in North Carolina to 
one of the lowest in the country. The combination of state laws, 
federal laws, DMV, DOT, DOI rules and regulations, the Facility 
itself, the North Carolina Rate Bureau, all of them coupled with 
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favorable demographics spread among large population 
centers, large swaths of rural areas with good roads and low 
snowfall amounts. These are all key to the outcome. 

 00:11:24 All of these institutions and factors contribute to the strong and 
vibrant auto insurance marketplace in North Carolina and as 
such, none of these should be looked at in a vacuum. The 
Facility serves North Carolina policyholders by ensuring they get 
the mandated liability coverage from a company they choose, 
and it provides an outlet for insurance companies to transfer 
risks that they deem unacceptable. This framework, in turn, 
supports affordable, competitive North Carolina Auto Market.  

 00:11:58 So I'll leave you with three numbers: $396, $631, $715. 
According to the Auto Insurance Report published last year, 
$396 is the average auto liability rate in North Carolina, $631 is 
the average liability rate countrywide in the US, $715 is the 
average liability rate in South Carolina. The Facility cannot be 
credited with North Carolina having such low liability rates, but 
North Carolina's low liability rates can be attributed to the 
Facility being a part of the state's regulatory and statutory 
landscape. Thank you. 

Rep. Johnson, Chair: 00:12:48 Madam Director, thank you for your testimony. At this point, I 

would ask members of the committee make the chair aware if 
you'd like to ask questions. I have Co-Chair Warren in the 
queue. Don't see anyone else. Representative Dahle. Any other 
members of the committee? Representative Cleveland, 
Representative Cervania, Representative Willingham, 
Representative Humphrey, Representative Chesser. All right. 
Seeing no more, Representative Co-Chair Warren, you have up 
to five minutes. Thank you. 

Rep. Warren: 00:13:26 Thank you, Mr. Chair, and Ms. Biliouris, thank you again for 
being here this morning, and your team for accompanying you 
here. I just want to reiterate that the intention of the chairs is to 
lead this bipartisan committee in a nonpartisan examination of 
different departments, agencies, and program in the state to 
question their efficacy and their functionality. So, I have a few 
questions, and what I'd like to ask first of all is would you agree 
that the vast majority of North Carolinians don't even know the 
Facility exists? 

Director Biliouris: 00:14:07 I think that's a fair statement, but part of that is by design. The 
insurance company that the consumer chooses is the one that 
services the policy, answers question and essentially provides 
the coverage. The Reinsurance Facility is there to reimburse 
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that insurance company from any liability losses should they 
cede that risk to the Facility. 

Rep. Warren: 00:14:35 Well, considering that the surcharges that are applied to every 
policy, as you stated, across the state to make up the deficit 
that the Facility historically runs is subsidized by the people, by 
every policyholder, do you think in the interest of transparency 
that insurers should be educating their clients when they cede 
their policy to the Reinsurance Facility? 

Director Biliouris: 00:15:06 It's my understanding that when a policyholder is ceded to the 
Facility, they are notified of the fact that they are being 
reinsured through the Facility. 

Rep. Warren: 00:15:17 Are you aware of what that notification looks like? 

Director Biliouris: 00:15:21 If I may? 

Mr. Collins: 00:15:25 The insureds receive a- 

Rep. Warren: 00:15:26 Mr. Collins, is that correct? 

Mr. Collins: 00:15:27 Yes, sir. 

Rep. Warren: 00:15:29 Thank you. 

Mr. Collins: 00:15:29 Terry Collins. The insureds receive a notification of being ceded 
to the Facility and the renewal package they receive from their 
company, statute mandates that that notification is there. So, 
that notification does exist. 

Rep. Warren: 00:15:42 Thank you. Mr. Collins. Do you know if that notification actually 
explains what the Facility is? 

Mr. Collins: 00:15:49 I can't tell you that. It's been too long since I've read that.  

Rep. Warren: 00:15:51 Okay, thank you. In your written testimony… Thank you, sir. In 
your written testimony, Ms. Biliouris, you had mentioned the 
Facility recruitment team, the Facility board of governors. It led 
me to want to question how many employees, counting 
yourself and your team here, how many employees are in the 
Reinsurance Facility, and how are they compensated? 

Director Biliouris: 00:16:14 There are 21 team members in the Reinsurance Facility, not 
including me. I'm not 100% allocated to the Reinsurance 
Facility. They are compensated through the operating expenses 
of the Facility. So, those operating expenses, which do include 
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what it costs to have staff, have a building, have IT, all the 
systems that are required for companies to actually submit 
electronic transmissions to us of all the data, all the auditing, all 
of that is included in the Facility operating expenses. 

Rep. Warren: 00:16:55 Now, those operating expenses in the budget that you operate 
on, that's not subsidized by the state appropriations, is that 
correct? 

Director Biliouris: 00:17:02 That's correct. 

Rep. Warren: 00:17:03 So, where does that money come from? Is that calculated into 
the recoupment surcharge? Is that funded by the auto 
insurance company or by the auto insured? 

Director Biliouris: 00:17:15 Well. 

Mr. Collins: 00:17:16 Yes, that's included. 

Rep. Warren: 00:17:17 I'm sorry, Mr. Collins. 

Mr. Collins: 00:17:18 That's ultimately included in the results of the Facility, which it's 
rolled up with all the results for the statement of income for the 
Facility, and then the recoupment surcharges help pay for that. 
Absolutely. 

Rep. Warren: 00:17:31 Okay, just so I understand completely what you're saying is that 
the budget for the Reinsurance Facility is calculated into 
conjunction with the deficit that the Facility is running, and then 
that is divided among the policyholders in effect the 
policyholders across the state pay for the Facility. Is that 
correct? 

Mr. Collins: 00:17:51 Yes, sir. Yes, sir, that's correct. 

Rep. Warren: 00:17:52 Thank you. The ISO report that you included in your testimony, 
is that also come out of your budget then? So, we actually pay 
for that, too? 

Director Biliouris: 00:18:02 Yes. 

Rep. Warren: 00:18:03 And any expert, I don't want to say, any expert help that you 
need… 

Director Biliouris: 00:18:10 Yes. 
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Rep. Warren: 00:18:10 ... would be figured into that budget. Do you operate on a 
specific budget, or does it just end up being what it is based on 
what you need to operate that year? 

Director Biliouris: 00:18:18 No, we have a finance group that supports the Reinsurance 
Facility as well as other organizations. We develop an operating 
budget every year in the fourth quarter in the fall, present that 
to the board of governors with all the specifics of what money 
we need to actually operate, and then that budget is either 
approved or not. The board has asked for revisions to that 
budget in the past, but otherwise the board of governors gives 
the approval of that operating expense for the coming year.  

Rep. Warren: 00:18:54 Thank you. Do you operate on a biennium budget like we do, or 
do you operate on an annual budget? 

Director Biliouris: 00:18:59 Annual budget. 

Rep. Warren: 00:19:00 Is it possible for us to get kind of a track record of what your 
budget's been for, let's say, the last five or 10 years? 

Director Biliouris: 00:19:08 Sure. 

Rep. Warren: 00:19:09 Thank you. The state requires motorists to maintain financial 
responsibility for the ownership, maintenance, and use of 
motor vehicles. Is auto insurance the only option they have to 
prove that they have financial responsibility, or they can meet 
the minimum standards of a $30,000 and $60,000 on a liability 
coverage that statute mandates? Or are there other alternatives 
besides liability insurance? 

Director Biliouris: 00:19:36 From my understanding, liability insurance is the prominent tool 
that most people use to meet those financial responsibilities. I 
do believe, and Terry can probably confirm, that you can post a 
bond. Individuals may post bonds to cover that liability risk as 
well, but I think that that’s the exception rather than the rule. 

Rep. Warren: 00:20:01 Thank you for the clarification. As I read the statutes, I noticed 
they allude to premiums in there, but there is no mandate 
specifically that you have to purchase liability insurance, as I 
read it anyway. But I appreciate you clarifying that for me. 

 00:20:21 Now, companies can’t refuse to write a policy, but they don’t 
have to keep it, I think, is what you’re saying. 

Director Biliouris: 00:20:27 That’s correct. 
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Rep. Warren: 00:20:29 Does the Facility have to take every policy that’s ceded to it? 

Director Biliouris: 00:20:33 If it meets the eligibility requirements in the statute, yes.  

Rep. Warren: 00:20:37 Okay. That’s the way I read that, and I understood that, but 
there is a caveat in there that they have to meet that 
qualification of what defines an eligible. So, what happens if 
they write a policy and then they cede it to you? Is there a 
process in place to vet those policies ceded to you so you can 
reject them, and do you know if any have ever been rejected? 

Director Biliouris: 00:21:00 Yes. I can't say it's on the front-end that…we don't check every 
single policy that's coming in, but we do have an audit team 
that audits every single carrier in the state who cedes business. 
That’s one of the things they check for is, was the risk eligible? If 
it’s not eligible, then that cession is essentially canceled and 
that risk reverts back to the carrier. 

Rep. Warren: 00:21:28 I see, but the carrier is not required to keep that policy, is that 
correct? 

Director Biliouris: 00:21:35 If they’ve written it, yes. 

Rep. Warren: 00:21:37 Okay, thank you. You said in your testimony that the 
calculations are all done, and it includes a provision for fair 
profit. Could you tell me what percentage that is? What is 
considered a fair profit? 

Director Biliouris: 00:21:50 In the voluntary market, the fair profit is a component of the 
rates that the Rate Bureau files. In our last filing, if you'll hold on 
one second, the... Where's profit? Hold on one sec. I brought 
that with me. The profit provision, I believe, was at 9.5%. That 
would be for the whole entire... Oh, there we go. For liability 
insurance, it was 8% of premium. 

Rep. Warren: 00:22:41 Eight percent. 

Director Biliouris: 00:22:44 There's a lot of differing opinions as to what is a fair profit. For 
most financial institutions—of which insurance companies are 
considered—the average profit I, last I saw, was about 14%. But 
average profit for other consumer goods and services is 
between 8 and 10%. 

Rep. Warren: 00:23:06 Thank you very much. I've got lots more questions for you, but 
I'm going to stop here so my colleagues can have an opportunity 
to talk with you. Thank you. 
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Rep. Johnson, Chair: 00:23:18 We'll reserve the right for you to use your three minutes toward 
the end. Representative Dahle, you're recognized for up to five 
minutes. 

Rep. Dahle: 00:23:27 Thank you, Mr. Chair, and thank you guys for coming. So, I'm 
still really confused, but I'm more confused about the numbers. 
So, on April 5, 2022, there was a presentation to the Joint 
Legislative Oversight Committee, and in it has the NCRF fiscal 
year income statement. I just need to know what these words 
mean. So, we have earned premiums. Now, those earned 
premiums, are those from ceded? What is an earned premium? 

Director Biliouris: 00:24:05 You want to run through this? 

Mr. Collins: 00:24:09 Sure. Think of it this way. If a policy is written January 1st for 
$365, it's written January 1st, the company grants that 
coverage, and the Facility reinsures it for 365 days. So, each day 
that coverage is granted, there's a dollar of that premium is 
being earned. 

Rep. Dahle: 00:24:30 Okay. Now— 

Rep. Torbett: 00:24:34 Mr. Chairman? Mr. Chairman, point of information. 

Rep. Johnson, Chair: 00:24:37 Recognize Representative Torbett. 

Rep. Torbett: 00:24:38 For the record, when people are speaking to committee, would 
they please use their name so for the record knows and the 
people listening know who it is doing the speaking? 

Rep. Johnson, Chair: 00:24:46 Yeah. Even though we have nameplates, yes, if you could 
recognize at the beginning of every statement, just so the audio 
picks it up. Thank you. Thank you, Representative Torbett.  

Rep. Dahle: 00:24:54 Do we as representatives need to? 

Rep. Johnson, Chair: 00:24:59 No, just the ones testifying. 

Rep. Dahle: 00:25:01 All right. Now, we have the next one is clean risk recoupment. 

Director Biliouris: 00:25:07 Okay. 

Mr. Collins: 00:25:09 I’m Terry Collins. The clean risk recoupment is the percentage of 
the surcharge that is added to every policy in North Carolina, 
mine included, where the purpose of the clean risk surcharge is 
to cover the gap between the rates that are being... Okay. 
Good. 
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Rep. Dahle: 00:25:27 I don’t mean to... I only have five minutes. All right. So, has 
anybody ever done a study on what, exactly what percentage 
that is, or what that equals out to be per human, or who has 
insurance in the State of North Carolina? Is it $1.25? Is it $5? Do 
we know what that would be? Is it based on my insurance rate? 

Director Biliouris: 00:25:57 It's a portion. It's a percentage. When we do the clean risk 
recoupment percentage, it's a percentage of the liability portion 
of your auto premium. For example, when we talked about the 
average liability premium in North Carolina is $396, if 
recoupment was at 10%, that would be $39.60. 

Rep. Dahle: 00:26:27 Okay, follow up. So, it's only the liability. It's not the collision, 
it's not the uninsured insurance that you can pay for? 

Director Biliouris: 00:26:41 Uninsured is included in liability. Uninsured motorist is included 
in the liability premium, so it would be part of that. 

Rep. Dahle: 00:26:47 All right, but it's not in the collision? 

Director Biliouris: 00:26:49 Correct. 

Rep. Dahle: 00:26:50 So, if you choose to buy collision or replacement value for your 
car, that's not included. It's only included in the liability 
insurance. 

Director Biliouris: 00:26:58 Correct. 

Rep. Dahle: 00:26:58 Which if I'm correct, liability insurance must be presented when 
you get a driver's license. 

Director Biliouris: 00:27:07 Correct. 

Rep. Dahle: 00:27:08 Is that correct? 

Director Biliouris: 00:27:09 Yes. 

Rep. Dahle: 00:27:09 Okay. All right, now that I've got all that straight in my head. 
Does anybody remember what the notification looks like on the 
document that you received from the insurance company? Does 
it have a little, "According to Statute 4422," whatever that is? 

Mr. Collins: 00:27:32 No. 

Rep. Dahle: 00:27:34 Okay. 

Mr. Collins: 00:27:34 It would be a formal note. 
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Rep. Dahle: 00:27:37 All right. I'd like to cede my time to come back for more further 
questions, Mr. Chair. 

Rep. Johnson, Chair: 00:27:52 Thank you, Representative Dahle. Representative Cleveland, 
you're recognized for up to five minutes. 

Rep. Cleveland: 00:27:57 Thank you, Mr. Chairman. Would you define a clean risk for me? 

Director Biliouris: 00:28:05 A clean risk as far as statutory definition is any risk that has 
more than two years driving experience and has no any 
violations that are classified as STIP violations. 

Rep. Cleveland: 00:28:25 So, a clean risk individual does not have anyone in their family 
considered or their financial status considered or any other 
things? 

Director Biliouris: 00:28:35 No, it is those two criteria. 

Rep. Cleveland: 00:28:38 Okay. Do you know if insurance companies consider any of 
this… other criteria, excuse me, for clean risk when they put 
them in the Facility? 

Director Biliouris: 00:28:48 Well, as I mentioned, the clean risk definition is only applicable 
to risk in the Facility. So, when a company is determining how 
much risk a policy may provide, they are looking at their motor 
vehicle record, which could show that while there's no SDIP 
points, maybe they had two prayers for judgments, or they had 
an accident, but it was under the threshold for an SDIP point. 
Something like that. So, there are certainly other underwriting 
factors that companies can consider when they're making the 
decision whether to keep that risk based in their book and in 
their voluntary business or if they choose to cede that risk.  

Rep. Cleveland: 00:29:37 So, companies themselves can go outside of the clean risk 
definition to put people in the Reinsurance Facility. 

Director Biliouris: 00:29:47 They can cede a risk to the Reinsurance Facility for any reason. 
The clean risk definition is solely applicable to the risk once it 
gets in the Reinsurance Facility to determine which rate is 
charged. 

Rep. Cleveland: 00:30:02 All right. The Facility charges what I say the rack rate, what the 
rate is set by the state. And then when you get a policy from a 
company, you pay them a percentage of that rate, the rack rate, 
back to them for ceding the policy for administrative uses. 

Director Biliouris: 00:30:23 For servicing and underwriting the policy, yes. 
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Rep. Cleveland: 00:30:26 Okay. What other things? 

Director Biliouris: 00:30:27 It's a ceding expense allowance, if you will, that's a percentage 
of the liability premium that they remit. 

Rep. Cleveland: 00:30:33 And it runs about 25% of what the policy charged. 

Director Biliouris: 00:30:37 Most recently, I think it was 24.4%. 

Rep. Cleveland: 00:30:41 That's close enough to 24. 

Director Biliouris: 00:30:42 Yeah. But it fluctuates annually. We look at the average 

expense. 

Rep. Cleveland: 00:30:46 And it fluctuates by company, I understand. Is that correct? 

Director Biliouris: 00:30:49 Yes. Each company, we take the average expense for servicing 
that policy across the state, and then we look at each individual 
company. If they are below the average, they get reimbursed 
their percentage, but… They get reimbursed their percentage, 
but they can't be reimbursed more than that average, that's set 
each year. 

Rep. Cleveland: 00:31:09 And then if there's a problem with the driver, if they have an 
accident or something, you also pay a percentage to the 
company to handle that. Correct? 

Director Biliouris: 00:31:16 Yes. There's a claim allowance, as well. 

Rep. Cleveland: 00:31:19 A claim allowance. Is the claim allowance the same for all 
companies? 

Director Biliouris: 00:31:22 Yes. 

Rep. Cleveland: 00:31:28 I'm not really familiar with the insurance industry across the 
board, but what is a designated agent business versus a 
insurance company? 

Director Biliouris: 00:31:39 I'm going to defer that to Terry Collins. 

Mr. Collins: 00:31:47 [inaudible 00:31:44] I'm sorry, I didn't hear that question. 

Rep. Cleveland: 00:31:47 What is a designated agent business in relationship to a 
company? Because my information is that you pay them more 
to handle a policy than the company. 
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Mr. Collins: 00:31:59 Yes, we do. Mr. Representative, the designated agent program 
is a program that was actually started back when the Facility 
was created at that point in time. For those of us who 
remember those days back in the early 70s, there was a real 
difficulty getting insurance coverage, finding a company or 
agent to write you. So, when they created the Facility, they 
created a designated agent program, which had, I think at that 
time, 200-something agents in it who were there to make 
certain that everyone could buy liability insurance. 

 00:32:29 Since that point in time, the insurance industry has changed, the 
market's changed, and the need for designated agents has 
dropped significantly. I believe we have six designated agents 
left in the state, and it's one of those, if you are a designated 
agent, you can actually inherit it from or bequeath it to your 
family. And so, some people are hanging onto it for whatever 
reason, but it's used very seldom today, very seldom. They're 
only two companies who actually operate with that, and each of 
the two companies, I believe, write roughly $2 million total 
during the course of the year. 

Rep. Cleveland: 00:33:10 Okay. 

Mr. Collins: 00:33:15 Representative Cleveland, if I could add one thing about clean 

risk that I think might help with this, is that okay? 

Rep. Cleveland: 00:33:22 Go ahead. 

Mr. Collins: 00:33:22 And I wrote these down yesterday to try to help. We 
understand what a clean risk is, but when we talk about clean 
risk, a lot of us think of ourselves. So, here are three different 
clean risks. 

Rep. Johnson, Chair: 00:33:35 Mr. Collins, can you make sure the mic is picking up everything 

you're saying there? 

Mr. Collins: 00:33:38 Thank you. 

Rep. Johnson, Chair: 00:33:38 Absolutely. Just [inaudible 00:33:40]. 

Mr. Collins: 00:33:41 Yeah, don't move my hands. So, here's one clean risk: 25 years 
of driving experience, no tickets, no citations, or accidents of 
any kind and drives a Camry. So, roughly 40-something years 
old, drives a late model car, clean risk all across the board. 
That's normally what I think of when I think of a clean risk, and I 
think most of us do. 
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 00:34:05 Here's another clean risk: four years driving experience, so, 
early 20s, one waived speeding ticket, three improper 
equipment citations, and the kid drives a Camaro. So, we know 
from what I've read in the news that improper equipment 
citations are kind of somewhat of a cottage industry as a way to 
get out of speeding tickets. So, there are no SDIP points on that, 
but an insurance company looks at it and goes, just like I would, 
three improper equipment citations, probably got caught 
speeding some more but had a good attorney. 

 00:34:40 And then, driver number three: 10 years driving experience and 
has three cars. One policyholder, one person driving, but three 
cars. All three cars caused an at-fault accident. So, all three of 
his vehicles caused an at-fault accident, but he was not the 
driver. People borrowed the cars. So, the insurance company 
ended up paying for three at-fault losses, but there are no SDIP 
points because they go to the drivers, not the policyholder. 

 00:35:13 So, those are three clean risks, but I think it's important to 
remember they're not what I think most of us would call, that's 
a clean risk. So, thank you for your patience. 

Rep. Cleveland: 00:35:23 All right. The Insurance Facility at the end of the year basically 
charges back to all the insurance companies in the state an 
amount of money to recoup your losses. That to me is saying 
that the insurance companies are using the Reinsurance Facility 
as a way to mitigate their possible losses. So, we're sharing it 
across the entire industry instead of one company taking losses 
that they have incurred. Is that an honest statement? 

Director Biliouris: 00:36:08 I wouldn't wholly agree with that statement. 

Rep. Cleveland: 00:36:12 Tell me why, please. 

Director Biliouris: 00:36:14 In North Carolina, as we've laid out, this is a take-all-comers 
state, right? So, we've said if somebody comes to an insurance 
company and says, I want coverage, they have to give them the 
liability coverage. It also says you have to give them the liability 
coverage and you can charge this much for it, which is the 
voluntary rate that's capped. So, an insurance company, what 
they're really good at is matching price to risk. If that risk is one 
of those situations that Terry laid out, has three at-fault 
accidents, yet no SDIP points, has 10 years' driving experience, 
they're locked into that voluntary rate to charge. 

 00:37:01 And a good insurance company knows what the risk is worth 
and if they can't get the premium to offset the risk they're 
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taking on, the framework that we have developed in this state 
allows them to transfer that risk to the Reinsurance Facility. So, 
it's not necessarily that they're getting out of paying losses, 
necessarily. They are trying to ensure the risks they do take on 
have a chance of being profitable, and in some situations that's 
not the case. 

Rep. Cleveland: 00:37:39 I didn't say that they were trying to get out of paying losses. I 

said that the Reinsurance Facility is allowing them to spread 
possible losses they have across all the insurance companies in 
the state. 

Director Biliouris: 00:37:56 That's potentially a true statement. Yes. 

Rep. Cleveland: 00:38:00 Potentially. Okay. 

Director Biliouris: 00:38:01 Well, however— 

Rep. Johnson, Chair: 00:38:02 Representative Cleveland, the five minutes has expired. We'll 
have an additional follow-up three minutes for additional 
questions. Quick follow up. 

Rep. Cleveland: 00:38:10 Can the Reinsurance Facility do its function as provided by law if 
clean risks were not allowed to enter into it? 

Director Biliouris: 00:38:23 But clean risk is only a Facility term. In the voluntary market, if 
there was more flexibility in the rates the companies could 
charge, they would likely not send that risk to the Facility. 

Rep. Cleveland: 00:38:38 If clean risks were not allowed to come to the Facility, can the 
Facility function and do its legislative job? 

Director Biliouris: 00:38:46 If the Facility was able to determine the rates for any risk that 
came in, yes, but they are also bound by that voluntary rate 
that's set for any risk that's deemed clean. 

Rep. Johnson, Chair: 00:39:04 Representative Cleveland, I'm going to go ahead and put you in 
the queue for the follow-up three minutes when we open it 
back up towards the end of the meeting. And please add 
Representative Stevens to the original queue. 

 00:39:16 Representative Cervania, you're recognized for up to five 
minutes. 

Rep. Cervania: 00:39:19 Thank you so much for your presentation today. It's clarifying a 
lot of things, but I do have many questions. 
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Director Biliouris: 00:39:25 Okay. 

Rep. Cervania: 00:39:27 And it's actually a stepping stone from Representative 
Cleveland's question. This Facility has been established since 
1973, that's before some of us were born. And I'm just 
wondering, periodically, do you assess if this really is a benefit 
to our citizens, the structure versus being in an ARP structure as 
48 other states are in? 

Director Biliouris: 00:40:02 An assigned risk market? 

Rep. Cervania: 00:40:03 Correct. 

Director Biliouris: 00:40:04 Yes. Actually, from my understanding before I was born, too, 
was that North Carolina was under an assigned risk plan.  

Rep. Cervania: 00:40:14 Yes. 

Director Biliouris: 00:40:14 And I know in previous presentations to this group, Dr. Murphy 
had shared information about South Carolina's assigned risk 
market. In assigned risk market there's a lot more limitation on 
the number of carriers that are writing the business. The 
consumer does not have a choice on where they go. You'd have 
to look at the rate structure there of how you would charge 
assigned risk policies versus not. But really, the customer choice 
and the number of companies who would actually be insuring 
those risks are some of the limitations that I see. 

 00:41:04 But yes, there's been 42 pieces of legislation since 1973 that 
have amended various components of the Reinsurance Facility, 
so, it is evolving and modernizing. Most recently, there was 
legislation to tighten up the eligibility requirements. I think 
everyone heard about tour buses in New York had North 
Carolina plates on them, so therefore they were insured in 
North Carolina through the Facility. They tightened up those 
eligibility requirements. The purpose was to benefit North 
Carolinians, not anybody who registered a car here. 

Rep. Cervania: 00:41:53 So my question was more, and I think you sort of answered it in 
that if there's reassessments done periodically, but I'm going to 
go on to my further question. I know that you mentioned that 
audits are done once a policy goes from the voluntary market 
into the Facility, but it's only a small sample size. 

Director Biliouris: 00:42:17 Correct. 
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Rep. Cervania: 00:42:18 So, I have a concern about that because we are taking on the 
responsibility of mitigating loss for a for-profit company. And it's 
not the insurance companies of your collection, but it's all of us 
as North Carolinians. So, is it just the sheer number that you 
can't do a secondary assessment of risk once it's from the 
voluntary, once it goes into the Reinsurance Facility? 

Director Biliouris: 00:42:56 Well, statutes don't require that companies give a reason for 

ceding that risk. Statute says they have to insure it. So, the 
framework has, if you have to take it gives you an opportunity 
to either keep it or cede it. So, I'm not sure what assessment of 
risk we would do at that point because there's no standard for 
which they can turn it or not. 

Mr. Burns: 00:43:30 I'll do that. Is this on? 

Speaker 2: 00:43:30 Yes. 

Mr. Burns: 00:43:33 Tom Burns, director of auto operations. So, the question comes 
back to the auditing piece is what I heard up front. My team 
actually is responsible for the auditing of the policies that come 
into the Facility. In fact, we actually audit policies that aren't 
even in the Facility to confirm that the companies are charging 
the proper amount of recoupment that's applied to these. But I 
can tell you that we audit every company that cedes business, 
we look at a portion of their files every year, and we look for 
eligibility. We look for proper rating, proper recoupment, and 
we verify that the proper claims are being paid, so, we go down 
through it. 

 00:44:18 One thing that may give you a little bit of ease in thinking about 
this audit, especially on the private passenger auto side, is that 
when you look at the companies and how they write, and I'm a 
transplant from the companies in over three decades working 
with the companies, a lot of it's automated and system driven. 
So, if we find an error in the way a factor was applied, when we 
go back to the companies, we're going to say, "All right, how 
long has this been going on? How many policies, and how much 
is it going to be the difference?" And then we work with them 
to get the money back to us, and in some cases, we find that 
they were actually undercharging, we actually owe money back 
to the companies. It goes both ways. 

 00:44:59 But I can assure you that we look at files, and it is a portion, but 
because of the way some of these systems are driven, if you 
find one, you can usually ask the question and find out how 
many. 
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Rep. Johnson, Chair: 00:45:10 Representative Cervania, your original time has expired. Would 
you like to be placed in the queue for a follow-up? 

Mr. Burns: 00:45:16 I'll apologize because I think I took all her time. 

Rep. Johnson, Chair: 00:45:19 We're making progress. I think we're going to have a second 
round. We'll go and put you in the queue for a second round of 
questions. 

 00:45:24 Representative Willingham, you're recognized for up to five 

minutes. 

Rep. Willingham: 00:45:29 Good morning. My question is, somebody mentioned points, 
and this is just for my benefit and also for people out listening. 
Could you elaborate on how the insurance point system in 
North Carolina works, and how you allocate risk for insurance 
companies? In other words, whether or not this system is the 
most effective tool for calculating whether an auto policy is a 
high risk or not? 

Mr. Burns: 00:46:05 I'm not sure I understand. 

Rep. Willingham: 00:46:06 I'm going to have to defer that to one of my [inaudible 
00:46:08]. 

Mr. Burns: 00:46:11 Tom Burns. I'll try to answer this. Can I hear the question one 
more time? 

Rep. Willingham: 00:46:15 Well, I'm asking about the point system. What is the point 
system, first of all? 

Mr. Burns: 00:46:20 For the SDIP points, Safe Driver Insurance Plan, those points? 
It's actually in the Rate Bureau manual that is filed that the 
Facility adopts, and it assigns points based on the type of 
violations that you have and/or the type of accidents that you 
have. So, there's different ranging points that would impact 
your rate. So, a DWI would have a certain number of points 
versus a 15 mile and over speed, and those things are assigned 
into the rating factor when the policy's rated out. 

Rep. Willingham: 00:46:58 And I would assume that there are a number of these are ones 
that are ceded to the Facility. 

Mr. Burns: 00:47:07 So, that would be the other-than-clean portion, you heard clean 
risks, which makes up the majority of the Facility. The other-
than-clean, I think, Terry, is 20%? It's about 20% of the Facility 
book is other-than-clean. So, I would say the majority of that is 
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actually staying in the voluntary market right now. But the 
Facility is made up majority of the clean risk that we explained 
earlier. 

Rep. Willingham: 00:47:32 Okay. This is just completely different subject. I was looking that 
in North Carolina is about 7.4% uninsured motorist, and every 
person, driver has to have an insured motorist pay for that.  

Mr. Burns: 00:47:51 Yes. 

Rep. Willingham: 00:47:53 Do you think with that small percentage, is that something that 
we really need to happen? Everybody paying for somebody else 
who’s not insured? 

Mr. Burns: 00:48:08 I can tell you, being a North Carolinian and having lived in other 
states, lived here for 20 years, I’m glad I purchased the 
coverage, and I was much more nervous of having somebody 
that wasn't insured hit me in another state than I am here. So, I 
don't know whether I could offer the opinion of the Facility, but 
I can tell you that for my own self, I buy it, and I’m glad I’ve got 
it. I love to drive every place up and down the East Coast, and 
there's a good chance some time I may get in an accident where 
somebody else doesn't have it. 

Rep. Willingham: 00:48:42 I guess what I'm asking, if that percentage was much lower, say 
it was 2%, I'm looking at how can we as insurers reduce the 
amount of money we're paying for insurance? It's kind of over-
the-top right now. So, is that one area that we can look at, 
maybe perhaps, that we can make some adjustments? 

Mr. Burns: 00:49:15 I think so. I don't think the majority of the premiums, when I 
look at my deck page and coverages, is coming out of that 
particular coverage. But if you look at liability or the comp and 
collision coverage, that's where the bulk of the premium is, and 
if I was to focus, that's probably the coverages I would try to 
look at more based on the percentage and the cost associated 
with it, if that makes sense. 

Rep. Willingham: 00:49:39 Yeah. Okay. I know we have quite a few insurance companies in 
North Carolina, but have we had any insurance companies to 
leave North Carolina and not write insurance because of the 
way we run our insurance company here? The way we're set 
up? 

Director Biliouris: 00:50:01 Not that I'm aware of, no. We haven't had any companies leave 

recently, I would say in the last 20 years. 
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Rep. Willingham: 00:50:16 Okay. So, we haven't had any companies leave. So, everybody's 
happy with us. We're doing a great job. 

Director Biliouris: 00:50:24 Yeah. We have a very robust market. We have about 139 
companies writing insurance in the state, and we haven't had 
any insolvencies, and we haven't had any companies exiting the 
state. 

Rep. Willingham: 00:50:40 Okay, thank you. This is one, I don't know, maybe you can 
answer, maybe you can't. But since the pandemic, have you 
noticed, or have the insurance industry noticed any difference 
in the driving behavior of our drivers after the pandemic? We're 
coming out of it now, but are we noticing any trends, anything 
that's happening that we are aware of? 

Director Biliouris: 00:51:11 One of the things that we do look at is the frequency and 
severity of claims, and both of those have increased since the 
pandemic. There have been more claims, and they're of a higher 
dollar amount. So, we've seen the auto market somewhat 
worsen since the pandemic. A lot of that's anecdotally what 
we're reading is distracted driving, more expensive vehicles, 
higher costs of repairs, all of those type things are driving those 
losses up. 

Rep. Willingham: 00:51:57 Okay, thank you. 

Rep. Johnson, Chair: 00:51:58 Thank you, Representative. Representative Humphrey, you are 
recognized for up to five minutes. 

Rep. Humphrey: 00:52:02 Thank you, Mr. Chairman, and thank y'all for being here. I may 
be one of the few members on this committee that has 
insurance experience. I've been an agent for 30 years, and I'll 
admit the Reinsurance Facility is confusing. I mean it is, and 
consumers and members of this committee are learning 
something new every day. But having said that, I'm just 
wondering, if we were to unwrap the Facility and take it away or 
change it or modify it, what would it do to insurance rates in 
North Carolina overall? 

Director Biliouris: 00:52:44 I'm not sure that I could answer that question. It's part of such a 
large framework that if you tried to take that one piece out, 
there's a lot of other things you'd have to close up. I do think 
that our regulatory framework and statutory framework, as we 
have it today, supports us having low rates. We do. All the 
rankings we've seen, North Carolina’s in the bottom percentile, 
bottom 10, bottom 12, as far as insurance rates. And I have to 
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believe that the entire framework together is what supports 
that. 

Rep. Humphrey: 00:53:31 I’ve been communicating with an agent down near South 
Carolina, and since the Facility was modified down there, he's 
telling me rates are up as high as 48% over what they were 
without the support system of the Facility, which is scary if we 
change this model here much. So, there's a misconception 
about Facility rates compared to voluntary rates. I think a lot of 
folks on this committee, and public, may think there's a gap 
that's doubled. That's not the case, right? What's the average? 
If Representative Dahle is in the Facility and I'm in the voluntary 
market, what's the average difference? We have a single car, 
clean risk. Give us an idea of what it may look like. 

Mr. Collins: 00:54:31 This is Terry Collins. That's not really a number that we look at 

and compare on a regular basis at all. We do know that on the 
whole, the business that's retained, or voluntary, is going to 
have a much lower rate on average than the business in the 
Facility. I'm not sure what that percentage is, but obviously you 
also have the other-than-clean business in the Facility that 
doesn't have the driving experience or has SDIP points, which, 
of course, those rates are higher. So, the Facility rate and the 
voluntary rate, or retained rate, are the same until the 
companies apply deviations or discounts to those rates to make 
them lower. And that’s what creates a difference between the 
Facility and what’s being charged to people that are retained. 
And that’s really a risk relation type difference. 

Rep. Humphrey: 00:55:23 Yeah, I was just going to say, in my experience, the rates, if 
we’re the exact same risk, the rate’s not 50% higher. 

Mr. Collins: 00:55:30 Oh, no. 

Rep. Humphrey: 00:55:32 I may be paying $20 lower. It’s not crazy. But I think there’s a 
misconception that if you get in a Facility you’re just getting 
ripped off. 

Mr. Collins: 00:55:41 I agree with that. I’ve heard that same misconception. 
Absolutely. And typically, what you are going to find when you 
talk to individuals, you're going to be talking about as low as 
$15, maybe $100 dollars when you're talking about a couple 
cars. So, it's not that dramatic difference that people think. 
Being in the Facility is not a bad thing from a premium 
standpoint at all. 
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Rep. Humphrey: 00:56:02 So, I'm going to move on here real quickly. So, we have 139 auto 
insurance companies in North Carolina, approximately. How 
many are— 

Director Biliouris: 00:56:12 Rating. Yes. 

Rep. Humphrey: 00:56:12 How many are in South Carolina? Do you have any idea what 
that number is? 

Director Biliouris: 00:56:16 I do not. Unfortunately. 

Rep. Humphrey: 00:56:16 There's only two in South Carolina that actually write business 
through their Facility. Only two companies take on their 
assigned risk. 

Director Biliouris: 00:56:24 When they had a Facility, yes, they had two companies that 
would write it through them. 

Rep. Humphrey: 00:56:30 In North Carolina, all 139. 

Director Biliouris: 00:56:32 Yes. 

Rep. Humphrey: 00:56:33 Right. So, you've got competition, you've got choices, you've got 
a robust market, like you said. 

Director Biliouris: 00:56:38 Yes. 

Rep. Humphrey: 00:56:39 All right, thank you very much. 

Rep. Johnson, Chair: 00:56:42 Thank you, Representative Humphrey. Representative Chesser, 
you are recognized for up to five minutes. 

Rep. Chesser: 00:56:47 Thank you, Mr. Chair. Just real quick, so, do you guys ever do 
like a peer review, look for other states that have structures 
similar to ours and compare ourselves to them? 

Director Biliouris: 00:57:02 Rhode Island, from my understanding, is the only other state 
with a Reinsurance Facility. However, it’s a little difficult without 
looking at the statutory framework to make apples to apples 
comparison. There are also different demographics there. It’s a 
much smaller state. There’s snowfall, there’s a lot of different 
factors that may impact the insurance premiums and how 
insurance is written there. So, I can’t say that we have, no. 

Rep. Chesser: 00:57:35 So, earlier when you said we're consistently in the bottom 10 or 
12, which is a good thing, we're looking to have the lowest 
premiums possible. 
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Director Biliouris: 00:57:43 Yes. 

Rep. Chesser: 00:57:43 It would be impossible for all of the states that are lower than 
us in premiums to have a Facility, or a structure similar to ours, 
because there's only one other state that does? 

Director Biliouris: 00:57:54 There's only one other state that we can compare ourselves to, 
as far as that's concerned. 

Rep. Chesser: 00:57:59 So when you're looking at rates and what creates the low rates 

for our state, what are the metrics you're looking for other than 
just saying our entire regulatory structure and the Facility play a 
role? Is there any other factor that you think plays a role in that, 
a significant role? Like for instance, maybe the fact that we have 
contributory negligence laws here? 

Director Biliouris: 00:58:24 That's certainly a positive influence on the rates. Yes. So, it is 
our legal framework, our statutory framework, the fact that we 
have a rate bureau that sets that voluntary rate, all of those 
contribute to the framework that we have today. 

Rep. Chesser: 00:58:47 Okay. And so, my colleague, Representative Humphrey, was 
trying to get to the fear that if the Facility were to go away, we 
could see rate increases like we did in South Carolina. But the 
same could be said, I would almost guarantee would be said, if 
we lost contributory negligence laws that we currently have, we 
would see a drastic increase in our rates then. 

Director Biliouris: 00:59:11 I don't disagree with that. 

Rep. Chesser: 00:59:14 Just backing up, in your statement, I believe you said no one 
pays less and no one pays more to go into the Facility. 

Director Biliouris: 00:59:23 They can pay more to go into the Facility, but on a clean risk, or 
what's defined as a clean risk, the voluntary rate has to be 
charged by the Facility and by the insurance company in the 
voluntary market. They may deviate below that voluntary rate, 
but they can't exceed it. And then the Reinsurance Facility has 
to charge that same rate. 

Rep. Chesser: 00:59:49 Okay. So, on clean risk you cannot increase the rate? 

Director Biliouris: 00:59:53 Correct. 

Rep. Chesser: 00:59:54 Are they still notified that they've been pushed into the Facility? 

Director Biliouris: 00:59:58 Yes. 
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Rep. Chesser: 00:59:58 And is that a voluntary notification or a mandatory notification? 

Director Biliouris: 01:00:01 It's statutorily required. 

Rep. Chesser: 01:00:03 What statute? If you don't mind. 

Director Biliouris: 01:00:06 Do you have the statute? 

Mr. Collins: 01:00:07 I can get that for you. 

Rep. Chesser: 01:00:08 Thank you. 

Director Biliouris: 01:00:08 I don't have it off the top of my head. 

Rep. Cleveland: 01:00:11 Can I ask a question. 

Rep. Chesser: 01:00:13 You want to ask a question? Go ahead. All right. Would I be able 
to yield my time to another member? 

Rep. Johnson, Chair: 01:00:21 I believe he's already in the queue for a follow-up. Coming up 
soon. 

Rep. Chesser: 01:00:25 I'll retain the rest of my time. 

Rep. Johnson, Chair: 01:00:26 Perfect. Thank you, Representative Chesser. Representative 
Stevens, you are recognized for up to five minutes. 

Rep. Stevens: 01:00:32 Thank you, Mr. Chair. Trying to make sure I get to the right 
microphone so I can be heard. I'm going to sort of go back to a 
little bit more basic. I have a traffic ticket, 15 miles over the 
speed limit. My insurance company has the right to charge me a 
higher premium. Is that correct? 

Director Biliouris: 01:00:50 Correct. 

Rep. Stevens: 01:00:51 Am I then classified as an other-than-clean  risk, or I'm just a 
person with tickets? 

Director Biliouris: 01:01:01 Well, if we're talking about the liability portion of your policy, if 
you have a violation that results in SDIP points— 

Rep. Stevens: 01:01:11 Yes. 

Director Biliouris: 01:01:12 ... the companies in the voluntary market may charge the rate 
that's been established for that. It's a published rate. If you have 
X amount of points or this amount of points, you can charge up 
to this amount. The Reinsurance Facility has a separate set of 
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rates for those risks that are deemed other-than-clean, meaning 
they have points or they have less than two years driving 
experience. 

Rep. Stevens: 01:01:38 Okay. So, then my next question is, we know that that's a risk 
that I've got a ticket for more than 15. Then you talked about 
other-than-clean risk, where are other-than-clean risk defined? 
Is there a specific definition? 

Director Biliouris: 01:01:53 There is. The definition of other-than-clean is that it doesn't 
meet the definition of clean. 

Rep. Stevens: 01:02:02 So, my [inaudible 01:02:04]- 

Director Biliouris: 01:02:03 So my book says anything meeting the clean risk definition is 
clean risk. Anything that does not meet that definition is 
considered other-than-clean. 

Rep. Stevens: 01:02:12 All right. 

Director Biliouris: 01:02:12 But again, these are only for Facility business as to which rates 
the Facility can charge. 

Rep. Stevens: 01:02:19 Right. It's just in the Facility. 

Director Biliouris: 01:02:19 Yes. 

Rep. Stevens: 01:02:20 So, the Facility decides what clean risk is. 

Director Biliouris: 01:02:26 Statutes define what clean risk is. 

Rep. Stevens: 01:02:29 And I've got the ticket for over 15 miles an hour, but I go to the 

court convincing I've got a clean driving record otherwise, and 
they dismiss it. My local people can't take that into effect. But 
they can send it to you, and you can? 

Director Biliouris: 01:02:45 No. The Facility cannot take that into effect. The Facility can 
only take into account whether you have points. If you do not 
have points, they can't charge you as if you do. The voluntary 
market, however, can make a risk-based assessment based on 
the fact that you had that ticket waived. But they cannot charge 
more than the Facility would charge. 

Rep. Stevens: 01:03:11 But with other-than-clean risk, I thought you said you could 
charge for it? 
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Director Biliouris: 01:03:14 But you are not an other-than-clean because you had that ticket 
dismissed, so therefore, you are considered, you have no SDIP 
points. So, you're considered the same whether you're in the 
voluntary market or the Facility. 

Rep. Stevens: 01:03:30 All right, I didn't get it dismissed. I got an improper equipment. 
And you said that— 

Director Biliouris: 01:03:34 Same result. 

Rep. Stevens: 01:03:36 But you said a while ago those are things you could consider as 
other-than-clean. 

Director Biliouris: 01:03:39 That's things that the insurance companies have insights into. 
For statutory definition, improper equipment does not result in 
any points, SDIP points, so therefore, you’re not considered an 
other-than-clean risk, you’re considered a clean risk. 

Rep. Stevens: 01:03:57 So other-than-clean is anything but clean. A non-conviction or 
an improper equipment still keeps you clean. 

Director Biliouris: 01:04:05 Correct. 

Rep. Stevens: 01:04:06 But that may be why they cede it to the Facility because they 
tell you, here’s the problems we’ve seen. 

Director Biliouris: 01:04:12 They don’t have to tell us anything. They make that decision in 
looking at it, and they may say, based on my assessment, this is 
a higher risk than this voluntary minimum rate allows for.  

Rep. Stevens: 01:04:28 And so, would that also be because of age that they might cede 
it to you that it’s an extremely young driver or an extremely old 
driver? 

Director Biliouris: 01:04:36 Actually, age is not one of the components. Years driving 
experience is. So, somebody with less than two years driving 
experience, you sometimes incorrectly assume that they’re a 
young driver, but it could be somebody that got licensed later in 
life, and they just are what they call inexperienced, not more 
than two year... If they have two years or less driving 
experience, they’re considered an inexperienced driver. 

Rep. Stevens: 01:05:05 So the insurance company can just consider anything they want, 
don’t tell you anything, and send you a policy where you see 
nothing wrong with it. Is that right? You see it as a clean policy.  
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Director Biliouris: 01:05:20 Well, I am not sure on your policy that it would actually list 
anything on there. They would quote you for what they’re 
willing to insure you for, what coverages you were willing to 
purchase, and then you have the opportunity to say, “Yes, I'll 
take that quote,” or, “No, I'm going to continue to shop 
around.” 

Rep. Stevens: 01:05:38 No, no, no. I'm talking about though the insurance company 

says, "Oh, I know I've seen this kid driving around town, 
fishtailing and he's done all these other things. I don't want to 
insure him. I'm going to cede him to the Facility." Then all you 
know is that he's a clean driver, he doesn't have any points. He's 
been driving for more than two years or four years or eight 
years, whatever the new factor will be. You treat him as a clean 
driver. 

Director Biliouris: 01:06:01 Yes. 

Rep. Stevens: 01:06:02 You have no ability to charge him anything extra. 

Director Biliouris: 01:06:05 Correct. 

Rep. Stevens: 01:06:06 Okay. 

Director Biliouris: 01:06:08 All right. 

Rep. Stevens: 01:06:10 And then at the end of the year, if he's had accidents or other 
things have happened, local agent’s off the hook, you're on the 
hook for what may be potential problems. 

Director Biliouris: 01:06:20 Correct. 

Rep. Stevens: 01:06:21 And then at the end of the year, you've put all that together and 
charge every individual a fee to recoup the cost of that. 

Director Biliouris: 01:06:29 Correct. 

Rep. Stevens: 01:06:31 And your profit. 

Director Biliouris: 01:06:32 Excuse me? 

Rep. Stevens: 01:06:33 And profit. You expect a profit. 

Director Biliouris: 01:06:35 There's no profit now, and the Facility operates on a not-for-
profit basis, meaning any rates that we establish for the other-
than-clean or commercial, anything like that has to be done at 
no profit. But there is a gap between clean risk—I mean that's 
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the biggest component of the recoupment charges is on the 
clean risk. It's not necessarily loss recoupment, or it hasn't been 
historically. It's on that clean risk recoupment, recouping the 
difference between an actual actuarially sound rate and what 
the voluntary rate is for those risks in the Facility. 

Rep. Stevens: 01:07:18 But didn't you say earlier y'all make a profit? 

Director Biliouris: 01:07:21 No. 

Rep. Stevens: 01:07:22 Ten percent; you're talking about general insurance companies 
make a profit of 10. 

Director Biliouris: 01:07:26 Yeah. We were asked what the profit provision was for and the 
rates for insurance companies. 

Rep. Johnson, Chair: 01:07:32 Representative Stevens, your five minutes has expired, would 
you like to be put on the follow-up too? 

Rep. Stevens: 01:07:37 Yes, I may waive it, but... 

Rep. Johnson, Chair: 01:07:39 Perfect: add Representative Stevens. Representative 
Cunningham, you're recognized for up to five minutes. 

Rep. Cunningham: 01:07:45 Thank you. Mr. Chair. I only have two questions for you. Based 
on geographical location zones, how do we determine even 
population density taking that into consideration, the insurance 
rates, the variance of it. If I'm in Mecklenburg, I pay one rate, 
but if I'm in Stanly County, I pay another rate. If I'm in Robeson 
County, I pay another rate. What's that impact within the 
Facility? 

Director Biliouris: 01:08:20 Well, the rates are established by the North Carolina Rate 
Bureau, and it's a very in-depth analysis of expenses and losses 
across the entire state. And then it's also broken down by what 
we call territories. And those are broken down by county, zip 
codes, various things. Like you said, population density is an 
issue. The quality of the roads is an issue. All of what the climate 
is from one side of the state to the other has a factor on those 
rates. But it's also how many historical losses have been in that 
area. So, the rates are, instead of coming up with just one rate 
for everybody across the state, it is delineated by those 
territories. 

Rep. Cunningham: 01:09:13 So, if I'm at the beach or I have property at the beach and 
hurricane comes in every now and then, that significantly 
impacts what their rate is closer to the water. 
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Director Biliouris: 01:09:27 Correct. And it can also impact your car because a lot of climate-
related events impact your vehicle as well as your property. 

Rep. Cunningham: 01:09:36 But what does that do to your rates based on the impact that it 
has inside of the Reinsurance Facility? Is there a direct impact 
there? 

Director Biliouris: 01:09:47 No. The Reinsurance Facility uses the voluntary market rates. 
So, they use the same rates that as far as rate structure 
territories that companies do. Yes. Just for the clean risks.  

Rep. Cunningham: 01:10:07 So let's go back, and Representative Stevens was talking about 
the clean risk. So, even if you’re at the water, at the beach, you 
are already paying more in the voluntary market. Now also, if 
you are not clean risk, doesn't that impact the Reinsurance 
Facility even though you are already in a territory that you're 
already paying increased rates based on geographics, based on 
population density? 

Director Biliouris: 01:10:42 I'm not sure I'm following that a hundred percent. But in the 
Reinsurance Facility, all those risks that don't meet the 
definition of clean, meaning they have SDIP points or they have 
less than two years driving experience, those risks are pulled 
together or really put together, and then the Reinsurance 
Facility sets the rates for that other-than-clean. They set their 
own rates based on their own losses and experience, and that is 
also territory based. So, there is a higher rate for those. But 
even outside the Facility, if you have points or all of these other 
factors, you're typically going to pay more for high-risk 
characteristics. 

Rep. Cunningham: 01:11:36 Thank you. So, even if you wasn't at the beach, can you 
determine how much of an entity or geographical area that is in 
the Facility, or is that just based on the agencies inside of the 
Facility? I'm looking at policyholders. 

Director Biliouris: 01:12:00 I'm not sure that we have information on, “Is there a specific 
territory that's represented more in the Facility than in the 
voluntary market?” 

Mr. Collins: 01:12:12 This is Terry Collins. No, we do not look at that because that is 
not really under our responsibility. Our responsibility really is to 
follow the statutes in terms of what we should be doing. Does 
that information exist? Sure, it exists, but it’s not something 
that we look at because it does not impact what our function is.  
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Rep. Cunningham: 01:12:35 Thank you. This is my last question right here. According to the 
data from the CMPD, since 2016, Charlotte alone has had hit-
and-run collisions over 11,000 a year. It’s over 11,000. What 
impact does those collisions have on the auto market as well as 
the insurance? As you are the Facility. 

Mr. Collins: 01:12:58 This is Terry Collins. Again, if they’re hit-and-runs reported to 
the police, so, officially hit-and-runs, then obviously those 
would be uninsured motorist incidents. You're asking for an 
amount of detail that really, again, is not something that we're 
concerned with and because it really is not a function of what 
we do. Now, all that information is built into the rates that 
ultimately are filed by the Rate Bureau that we use. So, we are 
using that information in the rates, but it's not something that 
we have at hand, and so, I can't tell you what the impact is. 

Rep. Cunningham: 01:13:39 Thank you. Just to comment, Mr. Chair, my grave concern is 
that everybody is paying into it, and if you have a hit-and-run, 
there's a gap because even if they hit-and-run, you are covered, 
you got to go back and use your insurance, and your rates are, 
maybe, going up. But the consumer is still ending up paying on 
the short. They're still shorted. So, I'm not sure that the 
Insurance Facility, if it's something that we have to look at going 
forward is, okay, I'm covered, but that other person may not be 
covered. I'm already in the Facility. If I'm not clean risk, I'm 
already in the Facility with my policy. But still, it falls back on the 
policyholder that actually has cover. The person that did the hit-
and-run really gets off, and we are still covering because they're 
not in the Facility, because they don't have no cover. 

Director Biliouris: 01:14:43 The coverage is the same, the policy is exactly the same 
whether you're in the Facility or you are not. So, it doesn't 
necessarily mean if you have points that you're in the Facility. If 
a company can charge the right rate for that risk, they'll keep it. 
But what we're saying is the coverage, the policy forms, 
everything that a consumer in North Carolina has, whether it's 
written through the Facility, reinsured on the back end through 
the Facility or through a company, are exactly the same. There's 
no diminished coverage when you're in the Facility. 

Rep. Cunningham: 01:15:23 Mr. Chair, I think what I'm saying is these people don't have 

insurance at all that did the hit- and-run, but the people that's 
in the Facility, even if they are not a clean driver or the agent 
who writes the policy, they still are off, and we are still as a 
policyholder are paying. That's what I'm saying. They don't have 
anything. They're not dealing with you all at all. Thank you, Mr. 
Chair. 

https://www.rev.com/transcript-editor/shared/NohaGyi_ogf-5AyihBcth5hJOF17Qg-U6v6pyi9Ppnv9RmEiAfVxFuN2H4FTdCxBz6vmbW7kPdFuyAsdFFJ3g1wB8Pg?loadFrom=DocumentHeaderDeepLink&ts=0
https://www.rev.com/
https://www.rev.com/transcript-editor/shared/Gy4XGMbjHnRkOqBdRXOW3kxlFbYuL4NaAUcB5Avpdoq4ksJyj5f-Z5tx7ESoughlLYKFeakoSvKcNWZddMs3B-7oJS0?loadFrom=DocumentDeeplink&ts=4355.22
https://www.rev.com/transcript-editor/shared/cHACyg5kBui3QCB6fjKItoT6QNG5TdohVtdRBOj9g_Igpr8fGDQVPm5LZcIjPXXVn5m_js99WuDWr_kBPzDcQhqtwNA?loadFrom=DocumentDeeplink&ts=4378.23
https://www.rev.com/transcript-editor/shared/syhDtwp-dHLHVkBfVkkp50l_KyNi-qvSc2RTMQ-NCPvPWdzPhl6zD14SJ7HUb0n5Ya9dZEw47B4_nLEQMcfGfOhwb1Y?loadFrom=DocumentDeeplink&ts=4419.81
https://www.rev.com/transcript-editor/shared/-C5_4tUOugUhECfIT7m79-doL-tlNNvLWlRER5ebNMHsfQOEtuWnLiE9o9P6i397DPc02FzJKq6GCsIPgYLQ-5SLNzw?loadFrom=DocumentDeeplink&ts=4483.41
https://www.rev.com/transcript-editor/shared/eubnJ7WQyG-VzvKQbJZmkLv-fVeyUZA_Ct5UhHoy192Dw_FtHOuoXUCoSdgnDkwbl2HS9RbFNDTCcEHeg9aSmxuA8Do?loadFrom=DocumentDeeplink&ts=4523.79


This transcript was exported on Feb 02, 2024 - view latest version here. 
 

 

2024-01-30 0900AM Auditorium LB -9910- (Completed  02/01/24) 

Transcript by Rev.com 

Page 32 of 52 

 

Rep. Johnson, Chair: 01:15:47 Thank you, Representative Cunningham. Representative Quick, 
you are recognized for up to five minutes. 

Rep. Quick: 01:15:51 Thank you, Mr. Chair, and good afternoon. Are acts of God 
factored in for drivers in the Facility at all? Someone hits a deer, 
does that change their rates? 

Director Biliouris: 01:16:05 If somebody hits a deer, that would typically be covered under 
your collision portion, and collision rates are not contemplated 
in the Facility. The Facility is just there to provide liability 
coverage. 

Rep. Quick: 01:16:19 Okay. Second question. North Carolina has a lot of roads, 
second to Texas. And at one point in time, we were known as 
the Good Roads state. How does that impact—the condition of 
North Carolina's roads and our road maintenance—how does 
that impact auto insurance rates, or does it at all? 

Director Biliouris: 01:16:38 I couldn't quantify that for you specifically, but certainly the 
better road conditions attributed to the DOT would have, I 
would think, a favorable impact on our insurance rates. 

Rep. Quick: 01:16:52 All right, and the last question I have is in our previous hearing 
we heard about the different percentages that some companies 
have with respect to how many of their policies are ceded to 
the Facility. However, do all companies who underwrite auto 
insurance handle their business the same? Is insurance an 
equally significant percentage of all companies business? 

Director Biliouris: 01:17:19 I'm not sure I understand that question. Are you asking what 
percentage of companies utilize the Facility to cede risk? 

Rep. Quick: 01:17:26 Sure, yeah. 

Director Biliouris: 01:17:27 That's about 99.8% of companies writing in the state have 
ceded risk to the Facility as well as written in the voluntary 
market. So, yes, it's utilized pretty extensively. 

Rep. Quick: 01:17:43 And finally, how important is it for controlling costs to allow 
insurers the flexibility to allocate policies in a way that works 
best for their business model? 

Mr. Collins: 01:17:58 This is Terry Collins. I don't know that it controls costs as much, 
but the insureds getting to pick the insurance company or agent 
that they want to have that relationship with and do business 
with and then they can bring, you would assume all whatever 
coverages or policies they have maybe under one roof if that's 

https://www.rev.com/transcript-editor/shared/NohaGyi_ogf-5AyihBcth5hJOF17Qg-U6v6pyi9Ppnv9RmEiAfVxFuN2H4FTdCxBz6vmbW7kPdFuyAsdFFJ3g1wB8Pg?loadFrom=DocumentHeaderDeepLink&ts=0
https://www.rev.com/
https://www.rev.com/transcript-editor/shared/9wmtXolXZ_s5p4mauAsWLbHXgf_u5DxvDdxAJSy721H9nlgP6oLGdnUW7fTEtVXxFN8VWjhbAhB_uoCRZTzOouPA-NE?loadFrom=DocumentDeeplink&ts=4547.82
https://www.rev.com/transcript-editor/shared/vrY73RLKmFfPbbmu0zN7a2vq4uf_bnZ15Ci-3npXEjeGN1-Zn9k-6JGwRmVwIw2qamW-cDWF9Y7ffwOTaJKzn0_xZyg?loadFrom=DocumentDeeplink&ts=4551.57
https://www.rev.com/transcript-editor/shared/ItLkr-lalQmjseeGq7x6sp5eK9W_1sZlE00dYfx5wdyXJKp2f5sYidRzb4Y06Ck1lFQPe6KfubPOXdQPRfsidXMUBPE?loadFrom=DocumentDeeplink&ts=4565.4
https://www.rev.com/transcript-editor/shared/yvFEOFR0AhEuDZ0jligrXdZS2kvGzNM_d4P3j7nX1oNXv1JjAi6sGeP7nArLWFsZlPATGKljWTSrJtNkeB4OZ9DRqI8?loadFrom=DocumentDeeplink&ts=4579.11
https://www.rev.com/transcript-editor/shared/rYZA-6F_Ya76fGyolxxMz4WPohZZS8ZBtIOxxs6K956iP_opKAlyyyFXPXZcDPGYL5ug8TLQ33D0ZaP0vCe3_igw7iw?loadFrom=DocumentDeeplink&ts=4598.46
https://www.rev.com/transcript-editor/shared/47LpPZ2f_b-1mSFKqKb1BQU8NuAjY-FbkWuR4WldLYR_R4BWflESbTPj954Sb5XF36wlJ9Si6qUs-a8XUfbYWHk_gas?loadFrom=DocumentDeeplink&ts=4612.38
https://www.rev.com/transcript-editor/shared/SVcT-B0JMfXZBi-XBT-CZn-2bJA9VmRkC2Efb6VgxN8-UOOwdtjj62qCJ864p4Uo0zH9EyW_y1IMmna6gAP-1RxH1uE?loadFrom=DocumentDeeplink&ts=4639.11
https://www.rev.com/transcript-editor/shared/Voz2efFzQ1HeNMIhxRFk-nE3IblUaQB_f00DzNpXg2niXVaPPO0qA_SjlcmjuyicyMKLDdNsB8J3RY6gNU9H_DO5cZ4?loadFrom=DocumentDeeplink&ts=4646.34
https://www.rev.com/transcript-editor/shared/2u_DE3BbaHRtk78xfJii0UQpaET0R3mvEeRi53AzlTRtxjFXn_g0VLQwgy26YIPav1FMQwsfAxjZwIhIYlDTn3vvC34?loadFrom=DocumentDeeplink&ts=4647.06
https://www.rev.com/transcript-editor/shared/jpsINbl4h82cAnzgz5RYM01F52nLdhE-asSIaKYYMUVr9Z4djpprTZ3ZItHcXg5nd4XfkT2lUEEibPj0ID8NRo2z0Mg?loadFrom=DocumentDeeplink&ts=4663.53
https://www.rev.com/transcript-editor/shared/JBNZp5N3Jb93-hdj8xVEAQNXFsSI9NBUYksV8R8jF4lqCY_SxFXC3nXs_oQAyjZ_3pzbBKgQjqm4Ik93jIFvZUMo0ss?loadFrom=DocumentDeeplink&ts=4678.47


This transcript was exported on Feb 02, 2024 - view latest version here. 
 

 

2024-01-30 0900AM Auditorium LB -9910- (Completed  02/01/24) 

Transcript by Rev.com 

Page 33 of 52 

 

what benefits them. But obviously giving them the choice as 
opposed to forcing them to go one way or the other. It is just, 
for me, it would be having that choice as opposed to being told.  

Rep. Quick: 01:18:31 I'm sorry, one additional follow up. As I heard us talking about 
distracted drivers a little while earlier. We only touched on it 
briefly, but obviously, driving in from Greensboro today, I mean 
you can see it. All you have to do is look. Is there any 
consideration, no points are given now, I don't think. You have 
to do something in order to be charged with being a distracted 
driver now. Is that right? You have to get caught speeding, and 
the cop says, "Hey, I know that you're looking at your phone." 
Or you have an accident and the cop says, "Hey, I saw you 
looking at your phone." How was the prevalence of distracted 
driving, not only changing the way people drive, but how was it 
being factored into the way an insurance company look at 
charging rates for drivers? Is that something that's been 
studied? Is that something that's already having an impact? 

Director Biliouris: 01:19:23 There's certainly been studies as to what may be causing shifts 
in claims and losses in the insurance industry and distracted 
driving is something that's typically referenced. I mean cars 
have a lot more features in them. You have your phone, all 
those. But rates are predominantly based on losses and loss 
experience. So, when distracted driving results in a loss, yes, 
that's captured and factored into insurance rates. 

Rep. Quick: 01:19:54 But as of right now. So, we're all trying to limit distracted 
driving, but to your point, you've got your navigation system, 
you've got your cell phone, you've got whatever you have. I 
guess my question, maybe not even be a question, but it is 
something that I know that we're all concerned about. Is there 
anything that the insurance company is doing as far as 
educating drivers about it as far as working with law 
enforcement about how we can mitigate this in any way? 
Because my fear is that some people are thinking that they're 
becoming expert distracted drivers, that they can... I can handle 
my phone and drive, some people think. 

Director Biliouris: 01:20:38 I can't speak on behalf of the insurance companies in the state 
as to what programs they may have in place for that. I mean 
there's certainly awareness out there about it, but as far as 
specific measures that insurance companies are taking, I really 
can't speak to that. 

Rep. Johnson, Chair: 01:20:59 Thank you, Representative Quick. Are there any members of the 
committee who have not spoken for a first time that would like 
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to be recognized at this time? Representative Torbett, you're 
recognized for up to five minutes. 

Rep. Torbett: 01:21:09 Thank you. I just have a few questions- 

Director Biliouris: 01:21:10 Sure. 

Rep. Torbett: 01:21:12 ... and some are new, and I don't know if they've been asked or 
not. You mentioned two years for young drivers or earlier, and 
I'm guessing they're charged a higher rate for less time behind 
the wheel when they become drivers? 

Director Biliouris: 01:21:27 Yes. 

Rep. Torbett: 01:21:28 If they go through that probationary, for lack of a better term, 
period and come out the other side unscathed, they've had no 
claim or anything. Are they rebated any of that money that they 
had to pay as a surcharge because of their age, for example? 

Director Biliouris: 01:21:44 Not that I'm aware of, no. The rate is based on their driving 

experience. So, once they pay that premium for that coverage, 
when they're renewed, they start over. 

Rep. Torbett: 01:21:54 Okay. Second question I had; you mentioned the … being a not-
for-profit. So, I guess I'm trying to find this pre-COVID, post-
COVID inflationary. I'm following in a lot of things that we do in 
government. So, I guess my question would be is that you have 
fixed costs, obviously. Those fixed costs probably have annual 
increases based on inflationary measures or whatever. If so, 
have you determined what that increase has been pre-COVID, 
post-COVID? The second issue I have is that if the costs are 
extreme, have you also adjusted salaries and or benefits to 
personnel of the not-for-profit? If so, by what percentage? Pre-
COVID, post-COVID. 

Director Biliouris: 01:22:45 I can't say that we actually looked at pre-COVID, post-COVID 

because most of the work that we do, we were able to do 
during COVID. I mean people were still renewing their insurance 
policies, whether people were driving a lot and everything, they 
still had coverage, they still had policies. There were still 
sessions coming into the Facility. There were still files to be 
audited. 

Rep. Torbett: 01:23:07 Let me see if I can refine my question too. Just I'm looking at a 
differential of costs relative to the consumer, what it was 2019 
versus what is 2023, for example. 
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Director Biliouris: 01:23:23 Well, as far as our operating costs, they didn't adjust 
significantly. However, losses that are paid out by the Facility 
certainly declined when there were less people driving during 
the pandemic. There was a decrease in the amount of loss 
recoupment and clean risk recoupment during that time. It has 
since picked back up. But yes, I mean we did see the shift for 
sure. 

Rep. Torbett: 01:23:53 Final question, Mr. Chair, is that we understand the cost of 
uninsured drivers and when you track uninsured drivers, do you 
track those that are in this country legally versus folks that are 
in this country illegally? 

Director Biliouris: 01:24:06 Well, we don't actually track uninsured drivers. Most of the 
information we have about who's uninsured comes from 
organizations that track that. But it's kind of hard to figure out 
who doesn't have something. So, we don't, the Reinsurance 
Facility doesn't have any statistics. We don't collect data nor 
report any data related to uninsured motorists. 

Rep. Torbett: 01:24:34 Okay, so you basically on the uninsured motorists, you have no 
idea, just uninsured motorists? 

Director Biliouris: 01:24:40 In the Reinsurance Facility? 

Rep. Torbett: 01:24:41 Yeah. 

Director Biliouris: 01:24:41 Correct. 

Rep. Torbett: 01:24:46 Thank you. 

Rep. Johnson, Chair: 01:24:47 Thank you. Are there any other members of the committee who 
would like to be recognized for a first time? Seeing none, we'll 
start with our follow-up. Co-chair Warren, you're recognized for 
up to three minutes. 

Rep. Warren: 01:24:56 Thank you, Mr. Chair. Excuse me. 

 01:25:03 Ms. Biliouris, you said we have some of the lowest rates in the 
state. Rates determine the premium. Would that not be 
correct? 

Director Biliouris: 01:25:11 Rates determine the premium? Correct. 

Rep. Warren: 01:25:13 Well, the amount of coverage- 

Director Biliouris: 01:25:15 Yeah, I was just making sure I heard correct, yes. 
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Rep. Warren: 01:25:18 Thank you. So, when we talk about our rates, does the rate 
calculation include—when we look back to see how we stack up 
against everybody else—does the rate calculation take into 
consideration the surcharge that we apply back to the policy 
holders, to their premiums? I mean, you should be able to 
engineer that backwards. If rates and your coverage determine 
the premium, then the premium actually paid divided 
backwards should be the actual rate. Does that make sense? 

Director Biliouris: 01:25:48 Yes. 

Rep. Warren: 01:25:49 I know I'm talking like an attorney may be picking those up. 

Mr. Collins: 01:25:52 This is Terry Collins. In essence, for the Facility, we do because 
we do have a loss of recoupment. So, if the Facility does lose 
money on their statement of income in the past, then in the 
future we recoup those losses. So, we have a little bit of an idea 
of how much we were losing at one time, but it's not as 
sophisticated as an actual insurance. 

Rep. Warren: 01:26:13 Excuse me. I've only got three minutes, but I think you 
misunderstand, or I'm not being clear. What I'm saying is when 
we say we have the lowest rates or some of the lowest rates, 
we're not taking into consideration anything other than what 
the rates are on that piece of paper. We're not taking into 
consideration what the actual rate is based on the surcharges, 
which include the Facility's budget, and remarkably, we're 
paying in that surcharge for insurance agents as well. So, that's 
what I wanted to know. So, you say in your testimony, Ms. 
Biliouris, that looking at the clean risk that we are, by your 
estimation, about 70% lower than what those clean risks should 
be paying at a rate increase. Is that not correct? 

Director Biliouris: 01:26:57 That's correct. 

Rep. Warren: 01:26:58 So, we have low rates because we’re not charging enough and 
we’re not calculating those rates correctly when we say this is 
our rate. We’re talking about we have low posted rates, but 
that’s not the lowest rate that you’re actually going to pay. 

Director Biliouris: 01:27:13 Well, in the Reinsurance Facility, you have to pay, and in the 
voluntary market, you cannot pay more than the voluntary 
published rate. That’s correct. For other coverages, your 
physical damage, comp collision, whatever you want to call it, 
there is the ability to— 

Rep. Warren: 01:27:32 I understand [inaudible 01:27:34]. 
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Director Biliouris: 01:27:33 … go above or below. We're just talking liability rates. But— 

Rep. Warren: 01:27:37 I understand. 

Director Biliouris: 01:27:38 Yes, liability rates, particularly in the Facility, are under-priced. 

Rep. Warren: 01:27:42 Liability rates are what the surcharges go against. That's where 
you're running the deficit. 

Director Biliouris: 01:27:47 Yes. 

Rep. Warren: 01:27:47 Your folks were shaking their head yes. Did I hear you correctly 

say about 90% of the policies in the Facility are the clean risk? 

Director Biliouris: 01:27:56 Seventy-eight percent. 

Rep. Warren: 01:27:56 Seventy-eight percent. Thank you. Another question I have for 
you is that... So, actually my, the bottom line is we just have 
lower rates that we're charging. We don't necessarily really 
have the lowest rates. Can an insurer write a policy for the cap 
that might be actually higher than what they would charge if 
they were keeping as a voluntary or if they voluntarily kept a 
policy, could they write an insurance policy for the maximum 
cap and cede that to the Facility? 

Director Biliouris: 01:28:31 If they cede it to the Facility, it is at the maximum capped rate. 
and that total amount of premium goes to the Reinsurance 
Facility. 

Rep. Warren: 01:28:39 Okay. Follow up question to that would be— 

Director Biliouris: 01:28:41 If they can deviate below that capped rate if they deem that risk 
and maybe coupled with the— 

Rep. Warren: 01:28:50 I have to reclaim my time on that because you answered the 
question. So, the expense allowance, so we get back to then, is 
based on the premium, is it not? 

Director Biliouris: 01:29:04 Yes. 

Rep. Warren: 01:29:04 Okay. So, to your point, if they sent something to you at cap, 
but if they'd kept it, it could have been lower. The allowance 
coming back is based on that cap, which is higher. 

Director Biliouris: 01:29:17 Correct. 
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Rep. Warren: 01:29:18 Well, doesn't that leave a margin in there? Albeit small for an 
opportunity for profit in there because you're basing a credit 
back on a higher amount than they could have written the 
policy for if they decided to keep it. 

Mr. Collins: 01:29:33 This is Terry Collins, the— 

Rep. Warren: 01:29:36 Terry, can you get a little closer to mic, please. 

Mr. Collins: 01:29:38 Excuse me. 

Rep. Warren: 01:29:38 Thank you. 

Mr. Collins: 01:29:39 Thank you. The cap or the reimbursement to the companies for 
the service work they do on a ceded policy to the Facility, that is 
a ratio and that ratio is based upon all the business that they 
write. It’s not a hard dollar number, like $20. It’s a percentage. 
And so, over the range of policies that they do write, that’s the 
average. And so, the company gets that average, which is their 
rate, or the cap, whichever one is lower. 

Rep. Warren: 01:30:08 Okay. And I'll tell you where I'm coming from, Mr. Collins. I 
come from a every very eclectic work history. In one of those 
iterations of livelihood, I worked with a company who made 
millions of dollars based on pennies of profit at a time. So, if you 
take a look at a couple of companies we have in the state that 
run all their policies, a hundred percent of their business 
through the Facility, that would be across the board that 
margin. So, my point is, if you had all your business written at 
cap, but you didn't necessarily have to write it at cap, you would 
be making a profit on that by doing the business that way. So, 
the follow-up question I have along that line of thought is, you 
mentioned audits earlier, are there any audits that you've done 
that show what the individual companies... And I know when 
the commissioner was here, he provided us with, I think it was 
63 companies or something and how many policies they had in 
there individually or their dollar amount. Does your auditing 
include anything of what type of policies or what type of caps 
that each company is doing to see if there is companies that put 
all of their business in there or 90% of their business is all 
written at cap? And do you look back to see if those policies 
could have been written lower and kept by the insurance— 

Mr. Collins: 01:31:26 There are three companies, and there are small regional 
insurance companies that cede over 90% of their business to 
the Facility, and they make up 3% of the premium that ceded to 
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the Facility. The rest of the writers that cede to the Facility write 
both voluntarily and cede. 

Rep. Warren: 01:31:43 But to those audits, you don't do anything along those lines? 

Mr. Collins: 01:31:44 We do, yes. 

Director Biliouris: 01:31:47 We can't determine what a company would have charged 
somebody versus not. That's their individual underwriting 
policy. We set the premium and then set the rate and then they 
determine based on their risk, appetite for risk, whether they 
can write it at a certain amount or not. None of that is really 
involved with the Facility. That's really a company underwriting 
decision. 

Rep. Warren: 01:32:16 Thank you. 

Rep. Johnson, Chair: 01:32:19 Thank you. Representative Cleveland, you're recognized for up 
to three minutes. 

Rep. Cleveland: 01:32:22 Thank you, Mr. Chairman. Following up with what 
Representative Warren said, those three companies that are 
ceding 90% or more of their business to the Facility are making 
a better profit than companies that are not because their profit 
is based on the rack rate and not what the market rate is. 

Director Biliouris: 01:32:45 I can't speak to what their profitability is, I'm sorry. 

Rep. Cleveland: 01:32:48 I understand that, but intuitively, that's obvious. I think it was 
mentioned by Mr. Collins, maybe, that clean risk policies that 
were ceded to the Facility only have a marginal increase in cost. 
I don't think that's true, and I'm basing that on personal 
experience. 

 01:33:24 A number of years back, I was put into the Reinsurance Facility. I 
wasn't told I was put there. I got an insurance bill that increased 
from this point to this point by $380. And I went to my 
insurance folks, and I said, "What the hell's going on?" And they 
said, "Oh, you were put in the Facility." I said, "Why?" 

 01:33:49 And to Mr. Burns, because I turned age 80. That's illegal, I 
understand. Well, I raised sand with the attorney General’s 
office who passed the buck to the insurance folks who said, 
“Oh, woe is us. Your insurance company shouldn’t have done 
this." So, my insurance company said, "Yeah, we made a 
mistake. We'll take you back." And they did. 
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 01:34:18 So, I thought I would walk and wander around town and talk to 
brokers. Every one of them told me that's a practice of 
numerous companies, to put people in the Facility at age 80. To 
Mr. Burns, when you do your audits do you look at that 
numeral? 

Mr. Burns: 01:34:36 That was a nicely-worded question. Tom Burns again. So, when 
we look at rating the policies, we're going to compare against 
the information that we get in for the policy. So, if you go with 
the 80-year-old, when we look at the manual and how it should 
be rated, if you've got somebody with more than three years 
driving experience, let's say a 25-year-old, they should have the 
same rate. 

 01:35:06 If everything else is the same, they're driving the same Camry, 
he lives in the house right next door, and we go down through 
the rates, so the same territory, same coverages, same 
everything, there's no SDIP points or anything, the manual 
allows for the same rate to be charged for that 25-year-old as 
the 80-year-old or the 40-year-old or the 50-year-old because 
age is not something that is built into the rating factors, that the 
rate bureau publishes or that the Facility uses because we adopt 
that. 

 01:35:36 So, that's what we would audit for. And we would ask for the 
MVR to look at how many years driving experience they have. 
We would look to see what they're using in their rating 
calculations. And when we find them, we ask back, this one 
looks like it might have the wrong factor in it. It might have the 
wrong territory, it might be whatever. But yes, Mr. Cleveland, 
we do audit for that. 

Rep. Cleveland: 01:35:58 If you do audit it, do you see a spike, or are there companies 
that you can identify that when a person crosses a certain age 
barrier, they've ceded policies to the Facility? 

Mr. Burns: 01:36:17 We have never looked at the age factor when looking at the 
policies or the ones that are ceded. No, I couldn't answer that.  

Rep. Cleveland: 01:36:25 Okay. That answers my first question. You don't look at the age 
factor. So, — 

Mr. Burns: 01:36:30 You're right. We don't look at the age factor. We look at driving 
experience. 

Rep. Cleveland: 01:36:33 So, that's how the insurance companies are getting away with 
sticking it to the old folks. Okay. Thank you, Mr. Burns. 
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 01:36:48 Mr. Chairman, I think I'll quit on that question. 

Rep. Johnson, Chair: 01:36:51 Thank you, Representative Cleveland. Representative Cervania, 
you're recognized for a follow-up up to three minutes. 

Rep. Cervania: 01:36:56 Thank you, Chair. And I have three distinct questions, and 
hopefully, it'll fit into three minutes. 

 01:37:01 One of which is I'm going to follow up with my colleagues. In 
your report, your annual report, and also what was provided to 
us, you're saying that, as a group, clean risks should be paying 
rates approximately 70% higher than they're actually paying. 
And you're a non-profit, so, I assume it's zero balance. 

 01:37:25 I want you to say to me, because I think I know the answer, 
who's paying for that gap when it comes to being able— 

Director Biliouris: 01:37:34 It's included in the clean risk recoupment that is charged to 
every policyholder in the state. 

Rep. Cervania: 01:37:42 So, every one of us who has a policy here— 

Director Biliouris: 01:37:45 Yes. 

Rep. Cervania: 01:37:46 ... in North Carolina is paying for that. 

 01:37:47 Okay. Separate question. I'd like to come to your... I would love 
a day in the life with you, because I think a lot of us are asking 
questions on how a policy flows from voluntary to Facility. I 
know Mr. Collins had said it's systematic, and I have a concern 
that you all don't know the average rate within your Facility. 
That should be known. And how risk is assessed, how we know 
that the right clean risk recoupment is being charged to every 
one of us North Carolinians. 

 01:38:28 I think, we have limited time here, but I think it would be very 
beneficial to see a flowchart on how that systematic assessment 
is done, how your audit system is done, what criteria, what 
percentage, how big your sample size are. And that if there's 
any report provided to anyone, be it Director Causey, I think 
that would provide us a lot more clarity in what you're doing, 
and clarity for North Carolinians to know. Is that available at all?  

Director Biliouris: 01:39:03 We certainly have a lot of that information, yes. Have we put it 
in a report format for external parties? No. But I don't see why 
we can't. 
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Rep. Cervania: 01:39:15 And in ways, we're an internal party. And so, I am not sure I'm 
asking for it to be published to all North Carolinians, but a lot of 
our questions here is because of data and not... And I think that 
data would elicit like what you actually are doing, could show 
that you're doing an excellent job. 

 01:39:35 So, I think you should all take that opportunity to put this on 
paper, and I would like to receive it, and I don't know if my 
colleagues would, too. 

Director Biliouris: 01:39:43 Okay. 

Rep. Cervania: 01:39:43 So, it'd be very appreciated. Thank you so much. 

Rep. Johnson, Chair: 01:39:48 Thank you. Representative Stevens, would you like to be 
recognized for up to three minutes? 

Rep. Stevens: 01:39:52 Thank you. I really do have just three questions. Maybe, more of 
a comment at times than questions. 

 01:39:59 Other than clean risk... Again, we went to that definition, I 
looked it up, we talked about it. I send you a policy that appears 
to be clean risk. But there were factors there that the insurance 
company didn't want to take into account. You're not allowed 
to take those into account. Is that right? 

Director Biliouris: 01:40:16 Correct. 

Rep. Stevens: 01:40:17 And then, you have to send some money back to the agent for 
writing the policy to begin with? 

Director Biliouris: 01:40:21 Correct. 

Rep. Stevens: 01:40:22 Okay. So, you start off at a loss? Would it be helpful and 
useful... I guess for the purposes of what we're looking at, is 
that we require the insurance companies to give a reason for 
ceding a clean policy. 

Director Biliouris: 01:40:41 Statutorily, it's not required. And— 

Rep. Stevens: 01:40:45 I understand. It could be statutorily required. That's the thing 
I'm saying— 

Director Biliouris: 01:40:48 If they could give a reason why— 

Rep. Stevens: 01:40:51 You're ceding a clean policy? 
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Director Biliouris: 01:40:52 Yes. 

Rep. Stevens: 01:40:55 You're talking to people who write the statutes. The question is 
would it be helpful to— 

Director Biliouris: 01:40:59 I mean, it would be helpful to... I'm not sure that really makes a 
difference why they chose to cede versus not. They made an 
underwriting risk-based decision that the rate, or the risk, was 
not acceptable to them. As far as why, I'm not sure that that 
would— 

Rep. Stevens: 01:41:23 They considered the number of tickets they had that were gone 
to improper equipment. They considered how they personally 
observed them driving. They considered these things. That 
wouldn't be— 

Director Biliouris: 01:41:34 Sure. 

Rep. Stevens: 01:41:34 ... important to you? 

Director Biliouris: 01:41:35 Those things would be very insightful, but they don't have an 
impact on the rate that's charged. 

Rep. Stevens: 01:41:39 So, you can only charge the one rate. Unless, they've got points, 
you can only charge the one rate. 

Director Biliouris: 01:41:44 Correct. 

Rep. Stevens: 01:41:44 You don't consider any other factors? 

Director Biliouris: 01:41:46 Correct. 

Rep. Stevens: 01:41:46 Okay. I just wanted to ask you about your board of governors.  

Director Biliouris: 01:41:53 Mm-hmm. 

Rep. Stevens: 01:41:54 Who appoints them and what do they do? How many are 
there? 

Director Biliouris: 01:41:58 There are 12 representatives. Seven of them are appointed by 
the Commissioner of Insurance. Those seven, there are five 
insurance agents, two insurance companies. There are five 
insurance companies that are selected by the board, and 
there's... The commissioner is an ex-officio, non-voting member, 
and there are two public members that are appointed by the 
governor. 
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Rep. Stevens: 01:42:31 Okay. So, seven by the commissioner, you said five insurance 
companies. 

Director Biliouris: 01:42:35 Five. 

Rep. Stevens: 01:42:36 And then, two appointed by the governor. That's 14? 

Director Biliouris: 01:42:38 Correct. 

Rep. Stevens: 01:42:39 Okay. What do they do? What is their purpose, their role? 

Director Biliouris: 01:42:43 Their goal is to oversee the operations of the Reinsurance 

Facility. So, they guide us in all of our statutory matters, and 
they ensure that... So, they look at the budget on a regular basis 
and determine where we're spending. 

 01:43:03 They're involved with, potentially, space, where we are, what 
are IT projects that we're going to do, any expenditures. They 
also take recommendations from all the line committees. 
There's a task force on recoupment. There's a task force on 
expense allowance. There's a rating committee. 

 01:43:25 There's all line committees that make recommendations up to 
the board of governors, and they would decide how they want 
to proceed with those recommendations to adjust recoupment, 
what to charge commercial rates, what to charge other-than-
clean rates. Just, all of those factors. 

Rep. Stevens: 01:43:49 I'm done. 

Rep. Johnson, Chair: 01:43:49 All right. Thank you. Representative Dahle, you are recognized 
for a lenient three minutes because I made you wait. Thank you. 

Rep. Dahle: 01:43:57 All right. You... I'm sorry, sir. Mr. Burns, is it? 

Mr. Burns: 01:44:03 Yes, ma'am. 

Rep. Dahle: 01:44:04 Okay. So, you were talking about we don't use age as a factor. 
However, we do use years of driving, correct? 

Mr. Burns: 01:44:15 Up to three. After you get past three, the rates don't change.  

Rep. Dahle: 01:44:20 Okay. So, — 

Mr. Burns: 01:44:23 I probably mis— Because if we do look at age, if I see a 16-year-
old rated on a policy that has three years driving experience, we 
looked at age. 
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 01:44:34 But if I see a 30-year-old with three years driving experience, 
then, the original date of license, which is on a North Carolina 
MVR, states that, then, that would flow pretty easily through 
when we audit and we would expect to see a certain rate.  

Rep. Dahle: 01:44:51 However… Okay. Thank you very much sir. And I'm not sure if 
this is a directed question or a question for the universe or the 
ethos. But it appears to me that there are algorithms that 
insurance companies... I mean, when I go in, the first time I 
went in to buy my own insurance, they went, "Well, you're 
rated at blah, blah, blah," yeah, because they looked at... And 
so, there's a computer program that tells us. 

 01:45:21 And there would be, my guess is because CDL drivers have to 
take defensive driving classes, that there is a rating for how, just 
like continuing ed for everything, those kind of things, to speak 
to the distracted driver point. You have nothing to do with any 
of that? No. 

 01:45:43 So, we have an insurance company over here, and they write 
the policy. They keep the collision portion, which is usually their 
bread and butter, and they cede to you the liability coverage 
because maybe somebody doesn't have a clean record, maybe, 
they do. We don't know. I mean... But it's only the liability? 

Director Biliouris: 01:46:12 Yes. 

Rep. Dahle: 01:46:13 So, it is not— 

Director Biliouris: 01:46:14 And they are still writing that entire policy. 

Rep. Dahle: 01:46:17 Right. 

Director Biliouris: 01:46:17 It's all on the back end that they actually reinsure or cede that 
risk. The liability risk. 

Rep. Dahle: 01:46:25 Okay. And so, if somebody has to utilize that liability insurance, 
does it come out of this, your little company, or does it come 
out of the insurance carrier's world if there's a payout? 

Director Biliouris: 01:46:43 Well, I mean, first semantics period, the company pays it out, 
and then, we would reimburse them for that loss. 

Rep. Dahle: 01:46:52 Okay. So, in the end... At the end, you guys are? 

Director Biliouris: 01:46:55 Yes, we're the ones taking the loss. 

https://www.rev.com/transcript-editor/shared/NohaGyi_ogf-5AyihBcth5hJOF17Qg-U6v6pyi9Ppnv9RmEiAfVxFuN2H4FTdCxBz6vmbW7kPdFuyAsdFFJ3g1wB8Pg?loadFrom=DocumentHeaderDeepLink&ts=0
https://www.rev.com/
https://www.rev.com/transcript-editor/shared/riCQpucunDujrB27Dq6e8cz8x-mZQ4TEYcZ45s1Nt1PmcIbJVLX2gigZwgZ54UYKBXz9CvsisBiBMzAIqIojZrqekGE?loadFrom=DocumentDeeplink&ts=6274.14
https://www.rev.com/transcript-editor/shared/KshWAdd6LhOlUBybfc1cPx4I_sNNWhQGod2Owcs2axsKDh4psO8-POOlb9HPeuEqiN004iAG9luj_rN5IFcHitbAO98?loadFrom=DocumentDeeplink&ts=6291.9
https://www.rev.com/transcript-editor/shared/R9WG8T4ivt1mNqNp32aQPnwtlXUahsRtXFzKXnKKcG0AvISS6-7wdsSZK0pBwljeru_Bqb97PUYwOReiBGzHly-4Qyo?loadFrom=DocumentDeeplink&ts=6321.09
https://www.rev.com/transcript-editor/shared/KT-ju0e8gI20KHM6V4Hm5_nJ-dwY_QAutZeM99YEsmtljzXVaXrgPW9YAJ2r06Xxd6-ksTR4lz67c0PWCFrp7S0Ygew?loadFrom=DocumentDeeplink&ts=6343.92
https://www.rev.com/transcript-editor/shared/G2j-kfAEXzLUCOj6BM8MEmVDjLsv0rJyW4xrQn7GnWS4Mbfdzu02bBU-5vChj9vVagIBQgQBhejmFyfqyR7SOAx6e5k?loadFrom=DocumentDeeplink&ts=6372.45
https://www.rev.com/transcript-editor/shared/mo4at0wO3A07l0XmDa3QzI72c08d912VyTC4zlmRBJf3M9EwOG52p3sASgvLbc1XuCG4i4af8ivTE1EbOHmoZ-t0G-A?loadFrom=DocumentDeeplink&ts=6373.83
https://www.rev.com/transcript-editor/shared/koibMsIu3b35ZMQmsEXXx_gZOwWpAbiUbHssy9ndmWQZLsNBP8kv610EKF9pXqeha5zPSFvJvr387aEKmkHrJkMVSRY?loadFrom=DocumentDeeplink&ts=6374.64
https://www.rev.com/transcript-editor/shared/RgUrltIV3X7SPKYqSP1JzmkLUyL8ESj9uZu0jz_ieVQgQ9xRinbjGGz6NF2HCey_y6I_cEQKsqsJiZHRtWt1D0BfHfo?loadFrom=DocumentDeeplink&ts=6377.16
https://www.rev.com/transcript-editor/shared/a3jtz3ueyQfGyDfoA0pBTKDmAvQ1WNEsKz0a-r00n8FFc0_WOCvNh0a-ySTZUE0cLoc6f-7jsQTkrCCBcW7g4J8pLE4?loadFrom=DocumentDeeplink&ts=6377.58
https://www.rev.com/transcript-editor/shared/vi7xnoex44H-rkQD2lznJ984WQg0AO8rFsc54Z9tT-R4xbMokbbve2OflC5MM8DtK6-v458d9YmG3TifGDVtxyZBYy4?loadFrom=DocumentDeeplink&ts=6385.02
https://www.rev.com/transcript-editor/shared/8EjnrQbst4CNTfsEu5_i4nS5mP5O0XU_sc3vgj9kUaO6iHKkBRla9M7RIld6goGmHVuo2uimM9KiCVzJxGXlda5KcFw?loadFrom=DocumentDeeplink&ts=6403.05
https://www.rev.com/transcript-editor/shared/fI3cxpH3WCEffW6KDK09ZGFN04KZD_ATPCasX1CtTIbEbOtx7QlHLcwwyLAdU6bUESr3qPSGwmdXcgC6UZv-H-kit4A?loadFrom=DocumentDeeplink&ts=6412.23
https://www.rev.com/transcript-editor/shared/sMw20dey7rvEuCA5ZPz-1edkjcI51h6PGWy4D8QF01m1CeGthHHCj_jZQgN34xRUzwf705Hrmr_R7u0n-DN2HJNdKxg?loadFrom=DocumentDeeplink&ts=6415.59


This transcript was exported on Feb 02, 2024 - view latest version here. 
 

 

2024-01-30 0900AM Auditorium LB -9910- (Completed  02/01/24) 

Transcript by Rev.com 

Page 46 of 52 

 

Rep. Dahle: 01:46:57 Okay. So, it appears to me, and this is a comment, so you can... 
It appears to me that this insurance works just like any other 
insurance. 

Director Biliouris: 01:47:09 Yes. 

Rep. Dahle: 01:47:09 That I, as a healthy human, am now paying for Chris, for 
Representative Humphrey, my unhealthy friend. No, I don't 
wish you to be unhealthy, but I'm paying... My best example is 
my 92-year-old mother, I'm paying as a healthy, whatever-old-I-
am, paying into her, so that her claims could be paid. That's how 
insurance works. 

 01:47:36 And I am very confused why we're tearing apart something that 
has served us well. Yes, we may need to tweak some of these 
things, we may need to look into different areas, but I'm not 
sure why this needs to be… 

 01:47:56 I think it's a very confusing thing to try to... Unless, you 
understand the insurance companies. I have asked more 
questions today about insurance than I ever wanted to ask in 
my entire life. I guess what I'm trying to say is: how do we move 
forward, and this is also to the chairs. How do we move forward 
to make this clearer to those people who access insurance, and 
now, feel like they're getting ripped off? 

 01:48:27 And to also those of us who, most of us probably, have college 
educations and should be able to... I mean, that's what I went to 
school for, was to learn how to take in information and be able 
to push it back out. 

 01:48:43 So, how do we make this a better system for everybody to 
understand, instead of penalizing me if I get hit by an uninsured 
driver that's not insured. And I know there's no protection 
against people who try to break the law, but I feel like we're 
making it more confusing than it was before. But I'm not sure. 

Rep. Johnson, Chair: 01:49:05 Did you just direct the Chair to fix the entire insurance system in 
the next five minutes? 

Rep. Dahle: 01:49:10 I... Yeah. 

Rep. Johnson, Chair: 01:49:10 Was that a request or— 

Rep. Dahle: 01:49:12 No, the request is— 

Rep. Johnson, Chair: 01:49:13 I don’t want to let you down. 
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Rep. Dahle: 01:49:15 The request is, how do we clarify this information so that the 
people of North Carolina understand what this agency does, 
and also, understand the fact that insurance companies make a 
good portion of their money on people like me who have not 
been in an accident who pay... I just looked up my insurance 
claim. I pay, I don't know, $300 on my three-year-old car to hold 
collision. 

 01:49:43 I've been in no accidents. That's $300. Well, $300 every six 
months they earn off of me. 

Rep. Johnson, Chair: 01:49:51 Well, I will make a closing statement... When we get to the end, 
I'll make a closing statement that I hope will offer some clarity 
and a path forward. 

Rep. Dahle: 01:49:57 Okay. 

Rep. Johnson, Chair: 01:49:58 So, we'll bank on that. Representative Chesser, you are 

recognized for a brief follow-up, and then, Representative 
Warren is going to have a brief conclusion of remarks. And then, 
I'll close this out. 

Rep. Chesser: 01:50:09 Thank you, Mr. Chair. All right. So, brief. So, try to follow along, 
just nod if you agree, and throw your hand up if you disagree. 

 01:50:16 A lot of talk about whether or not you guys subsidize private 
industry, what the role of your Facility is. Just, I've been looking 
at this for a few months now. Like I said, I'm not a student of the 
industry. I'm learning as we're going. But I see a recurring 
problem and that is that I believe insurance rates are 
insufficient, and then, drivers apply, the insurance companies 
see that they can't cover the risk. You guys have said that 
several times. They cede the policy to you guys. 

 01:50:48 You guys end up with disproportionate amount of high-risk 
drivers end up having to pay claims, handle claims. That creates 
a deficit. 

Director Biliouris: 01:50:57 Correct. 

Rep. Chesser: 01:50:57 Okay. Then, we recoup funds from all policyholders across the 
state to pay for that deficit— 

Director Biliouris: 01:51:04 Correct. 

Rep. Chesser: 01:51:04 ... for policies that you were ceded. So, in your mind, is it a 
bigger problem that inadequate rates have been approved? 
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Director Biliouris: 01:51:15 That is certainly part of... I mean, as we said, the drivers that are 
ceded to the Facility are primarily ceded because it was too 
much risk for the company to take on for not enough price. It's 
price to risk. 

Rep. Chesser: 01:51:30 So, it's slightly— 

Director Biliouris: 01:51:30 We also said that— 

Rep. Chesser: 01:51:31 ... higher. They may be more prone to keep some of those in 

house. 

Director Biliouris: 01:51:35 Yes. 

Rep. Chesser: 01:51:35 I mean, that's complete speculation, but it's also a business 
model. 

Director Biliouris: 01:51:38 We've also put in our testimony that the clean risks in the 
Facility, those with no points and have driving experience, 
should be paying 70% more than what they're currently paying 
if you want the Facility to break even and not have... And I'm 
not going to say we will never have recoupment. I mean, for us 
to nail our expenses and premiums exactly right, it's probably 
never going to happen, but it— 

Rep. Chesser: 01:52:05 Just for clarity— 

Director Biliouris: 01:52:05 ... would be minimal. 

Rep. Chesser: 01:52:06 ... and to close this out, who sets the rate? 

Director Biliouris: 01:52:09 The North Carolina Rate Bureau proposes rates to the 
Commissioner of Insurance, who, then, has the ability to 
approve, deny, or potentially negotiate something in between. 

Rep. Chesser: 01:52:22 And does the Rate Bureau sell insurance themselves? 

Director Biliouris: 01:52:24 No. 

Rep. Chesser: 01:52:26 They're not actively involved in the industry? 

Director Biliouris: 01:52:28 They are a data collection organization, and they're statutorily-

required to promulgate rates, rules, and forms for... One of the 
lines of business is the auto insurance business. 

Rep. Chesser: 01:52:45 And who selects the members of the Rate Bureau or how is it 
constructed? 
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Director Biliouris: 01:52:52 The Rate Bureau has 12 insurance companies who serve on its 
board of governing committee. So, it's 12 insurance companies 
that are voted on by the members. So, the members of the 
Bureau select which members they want to represent them. 
There are two public members that are appointed by the 
governor. 

Rep. Chesser: 01:53:20 That's all I had, Mr. Chair. 

Rep. Johnson, Chair: 01:53:23 Thank you. Representative Cunningham, you're recognized for a 
brief follow-up. 

Rep. Cunningham: 01:53:27 Thank you, Mr. Chair. Well, everybody else is talking beside me. 
Shhh! While we were talking about the data, I'm abstract, and I 
don't understand all this stuff y'all talking about. I'm learning it.  

 01:53:43 But one of the things is the data. Now, do you all, or have you 
all collected any data since the beginning of the Facility? 

Director Biliouris: 01:53:53 Yes. 

Rep. Cunningham: 01:53:54 Yes. What type of data did you collect? 

Director Biliouris: 01:53:58 Well, I mean, there's... Certainly, I can't say I've seen data back 
to 1973, but we do collect basic information on the policy to be 
ceded. We collect information on the premiums we bring in, the 
losses we pay out, of course. 

Mr. Collins: 01:54:19 And this is Terry Collins— 

Rep. Cunningham: 01:54:21 I don't want to lose my time. That data that you have collected, 
will you provide it to us? Because when we get ready to start 
looking at changing something, I think we'll move to evidence-
based and data-driven. 

 01:54:34 The other thing is you said that the data is collected by the Rate 
Bureau, right? A lot of the dat— 

Director Biliouris: 01:54:41 For insurance rates. 

Rep. Cunningham: 01:54:42 For the insurance rates. So, that's collected by them. So, when 
you send your data over, then, we need to probably request the 
data from the Rate Bureau, so we also have what they're 
looking at to compare it. 

 01:54:57 So, if you all would send the data— 
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Director Biliouris: 01:54:58 All the data that the Rate Bureau has is inclusive of the data in 
the Reinsurance Facility. 

Rep. Cunningham: 01:55:03 Okay. So, if I get your data, I got their data? 

Director Biliouris: 01:55:07 Yes. 

Rep. Cunningham: 01:55:07 Thank you. 

Rep. Johnson, Chair: 01:55:10 Perfect. Thank you. And Co-Chair Warren, you're representative 
for some closing remarks. 

Rep. Warren: 01:55:14 Thank you. I actually just have a couple of follow-up questions. 

 01:55:18 You had pointed out 70% was the figure we were looking. How 
did you calculate that it was 70% lower than what we should be, 
the rate should be? How was that calculated? 

Director Biliouris: 01:55:30 That calculation is looked at... It's actually outlined in my 
testimony how we developed the recoupment. So, we look at 
the current rates approved, and what's to be collected during a 
certain period, the amount to be recovered. And then, we look 
at the deficit during that same time period, and we determine 
what the recoupment is. 

 01:55:58 So, there is essentially a 70% deficit between what was 
collected in premium, and what was paid out in losses. So, that 
gap there is determined [inaudible 01:56:12] a clean risk— 

Rep. Warren: 01:56:13 Okay. So, it wasn't a calculation based on comparative rates 

across the states? 

Director Biliouris: 01:56:17 Yeah. 

Rep. Warren: 01:56:17 The other states or anything. It's simply, what we would need to 
meet the goal of breaking even— 

Director Biliouris: 01:56:21 It's based on the Facility's actual results. 

Rep. Warren: 01:56:24 Which to your point, will never happen because the calculation 
for surcharge at the very least would consider your budget and 
insurance agent's fees that are calculated in there as well.  

Director Biliouris: 01:56:34 But this is just for clean risk rates. 

Rep. Warren: 01:56:36 I understand. 
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Director Biliouris: 01:56:38 There is also a loss recoupment that allows us to collect any 
deficien— Any losses in the last time period. So, there are two 
distinct recoupments. 

Rep. Warren: 01:56:53 No, I understand— 

Director Biliouris: 01:56:54 For the clean risk rate deficit, and one is for losses incurred by 
the Facility. 

Rep. Warren: 01:56:58 Right. Now, if the rates were raised, and I believe you just 

answered Representative Chesser, that this would be within the 
scope of... authority of the commissioner. It doesn't require an 
act of the General Assembly to raise those rates? 

Director Biliouris: 01:57:13 Correct. 

Rep. Warren: 01:57:14 The commissioner could do that. If the rates were raised, do 
you anticipate that there would be a reduction in the number of 
policies ceded in the clean risk area to the Facility? 

Director Biliouris: 01:57:26 I think that that's a fair deduction. 

Rep. Warren: 01:57:29 And my final question... Thank you. And my final question to 
you is, does the Reinsurance Facility answer to anybody, or you 
just work under the umbrella of the insurance commissioner? 

Director Biliouris: 01:57:41 We do not work under the umbrella of the insurance 
commissioner. We're regulated by statute, and we are 
responsible to the policy holders of North Carolina and the 
insurance companies of North Carolina as well. Equally.  

Rep. Warren: 01:57:55 Well, I'd like to thank you all for coming here today. Appreciate 
your candor with the answers. I hope it's been a great 
experience for you. But, again, thank you so much, and I look 
forward to getting the budget numbers that I asked for.  

Director Biliouris: 01:58:10 Okay. 

Rep. Johnson, Chair: 01:58:11 Perfect. Madam Director, thank you so much for being here. 
And I just had a couple of quick follow-up questions for 
clarification. People have been texting me, and I've been 
listening to everything and making notes over here. 

 01:58:23 Even when a policy is ceded to the Facility, if they have a claim 
to file, they have an insurance agent they call. They're not 
calling someone at the Facility, they are calling their agent that 
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knows their situation. I think that's important to point out from 
the customer service side. 

Director Biliouris: 01:58:38 Yes. 

Rep. Johnson, Chair: 01:58:41 I think what we need to probably look at going forward is, if 
there's a way to offer some flexibility to get the number of clean 
risk drivers out of the pool, out of the Facility. And I think we've 
got some legislation pending that may or may have already 
passed that would allow for that. 

 01:58:59 So, we're looking forward to seeing if we can get that 
implemented and if that has the effect we desire. I guess what 
I'm weighing in my head, clearly, we have a lot of providers in 
North Carolina, that may not be the case in other states. People 
want to do business here. Everyone seems is paying, based on 
what I'm hearing, a little bit of a surcharge to cover that gap and 
that difference. 

 01:59:21 Is the level of competition, which, I think is a good thing for 
pricing, offset or equal to, or less than or greater than the 
amount of the surcharge that's being paid, and that's something 
that I think, we as a committee, need to go do some deeper 
diving into and why we're requesting these numbers, and the 
legislation that we've passed, will it have the effect that we 
want to see going forward? 

 01:59:47 But I just want to thank you for being here. I'm hoping we can 
do some things to accelerate this transition and get it moving 
faster. Want to thank all of our colleagues for being here and 
the respect that you showed to our guests. And if everyone... 
Yes. Megan's reminding me. If we could have those forms filled 
out and return back to the chair, that would be great.  

 02:00:05 Thank you all so much. With no other business, committee's 
adjourned. 

Director Biliouris: 02:00:08 Thank you. 
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