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SENATE BILL 5010

State of Washington 67th Legislature 2021 Regular Session

By Senators Das and Randall; by request of Insurance Commissioner and
Office of the Governor

Prefiled 12/10/20.

AN ACT Relating to prohibiting the wuse of credit scores to
determine rates for ©personal lines of insurance; amending RCW
48.18.547, 48.18.610, and 48.19.035; adding a new section to chapter
48.19 RCW; creating a new section; repealing RCW 48.18.545; and

providing effective dates.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION. Sec. 1. The use of credit scoring to calculate

rates for ©personal 1lines of insurance 1is unfair and has a
disproportionate economic impact on the poor and communities of color
in our state. Consequently, no insurer engaged 1in writing personal
lines of insurance including property and casualty coverage shall, in
connection with underwriting of those lines of insurance, refuse to
issue or renew a private insurance policy based upon an individual's
credit information or history including, but not limited to, a
numerical credit-based insurance score or other credit rating of an
applicant or insured. Furthermore, no insurer shall file rates for
personal lines of insurance based upon credit information including,
but not limited to, a numerical credit-based insurance score or other

credit rating of an applicant or insured.
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Sec. 2. RCW 48.18.547 and 2006 ¢ 8 s 211 are each amended to
read as follows:
1) For the purposes of this section:
a) "Affiliate" has the same meaning as in RCW 48.31B.005(1).
b) "Claim" means a demand for monetary damages by a claimant.
c) "Claimant" means a person, including a decedent's estate, who
is seeking or has sought monetary damages for injury or death caused
by medical malpractice.

(d) "Tier" ((hes—the—same—meaning—as—ia—REW—4AI3-545()+)))

means a category within a single insurer into which insureds with

substantially similar insuring, risk or exposure factors, and expense

elements are placed for purposes of determining rate or premium.

(e) "Underwrite" or "underwriting" means the process of
selecting, rejecting, or pricing a risk, and includes each of these
activities:

(i) Evaluation, selection, and classification of risk, including
placing a risk with an affiliate insurer that has higher rates and/or
rating plan components that will result in higher premiums;

(ii) Application of classification plans, rates, rating rules,
and rating tiers to an insured risk; and

(iii) Determining eligibility for:

(A) Insurance coverage provisions;

(B) Higher policy limits; or

(C) Premium payment plans.

(2) During each underwriting process, an insurer may consider the

following factors only in combination with other substantive
underwriting factors:

(a) An insured has inquired about the nature or scope of coverage
under a medical malpractice insurance policy;

(b) An insured has notified their insurer about an incident that
may be covered under the terms of their medical malpractice insurance
policy, and that incident does not result in a claim; or

(c) A claim made against an insured was closed by the insurer
without payment. An insurer may consider the effect of multiple
claims 1f they have a significant effect on the insured's risk
profile.

(3) If any underwriting activity related to the insured's risk
profile results in higher premiums as described under subsection
(1) (e) (1) and (ii) of this section or reduced coverage as described

under subsection (1) (e) (iii) of this section, the insurer must
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provide written notice to the insured, in clear and simple language,
that describes the significant risk factors which 1led to the
underwriting action. The commissioner must adopt rules that define
the components of a risk profile that require notice wunder this

subsection.

Sec. 3. RCW 48.18.610 and 2016 c¢ 121 s 1 are each amended to
read as follows:

(1) An insurer may include contractual benefits based on customer
satisfaction as part of an insurance policy. The insurer must file
the policy or endorsement for approval as required by RCW 48.18.100.
The contractual Dbenefits may include sums of money provided or
credited to a policyholder if the policyholder is dissatisfied with
the service provided by their insurer. A sum that is provided to or
credited to a policyholder as part of an approved contractual benefit
based on customer satisfaction is not "premium" for the purposes of
RCW 48.18.170. A policy premium reduced by such a credit will be
taxed on the full cost of the premium before application of the
customer satisfaction credit.

(2) This section applies only to personal insurance as defined in

RCW ( (48385454 H+=))) 48.19.035(1) (d).

Sec. 4. RCW 48.19.035 and 2004 ¢ 86 s 1 are each amended to read
as follows:

(1) For the purposes of this section:

(a) "Affiliate"™ has the same meaning as defined in RCW
48.31B.005(1) .

(b) "Consumer" means an individual policyholder or applicant for
insurance.

(c) "Credit  history"™ means any written, oral, or other

communication of any information by a consumer reporting agency
bearing on a consumer's creditworthiness, credit standing, or credit
capacity that is used or expected to be used, or collected in whole
or 1in part, for the purpose of serving as a factor in determining
personal 1insurance premiums or eligibility for coverage. ( (4
" Insyrance——seore' —means——=)) Credit history includes, but is not

limited to, any number or rating that is derived from an algorithm,

computer application, model, or other process that is based in whole
or in part on credit history.

((#=¥)) (d) "Personal insurance" means:
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Private passenger automobile coverage

(1)

mobile homeowners,

including

coverage,

Homeowner's

(11)

.
4

condominium owners, and renter's coverage

manufactured homeowners,

3

.
4

Dwelling property coverage

(iii)

.
4

Earthquake coverage for a residence or personal property

)

(iv

(

.
4

Personal liability and theft coverage

)

A\

and

Personal inland marine coverage;

(vi)

Mechanical breakdown coverage for personal auto or home

(vii)

appliances.

9
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Credit history shall not be used to determine personal

(2) (&)

insurance rates,

((

or eligibility for coverage

premiums,
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A new section is added to chapter 48.19

5

Sec.

RCW to read as follows

NEW SECTION.

23
24

rates and rating rules for personal

filed
insurance use credit history

insurer's

an

If

25
26

shall

commissioner

the

2022,
disapprove an insurer's filing of rates and rating rules for any type

1,

January

after

or

On

27

28

of personal insurance that uses credit history to determine its rates

29

unless

30

The filing has the effect of removing credit history from the

(a)

rates and rating rules for that type of insurance

31

or

.
4

32

The insurer previously submitted a filing to remove the use

(b)
of credit history from its rates and rating rules for that type of

33
34

insurance and the commissioner approved that filing.

35
36

's filed rates and

if an insurer

2023,

rating rules for personal insurance use credit history,

14

Prior to January 1

)

2

(

the insurer

37

must submit a filing to remove the use of credit from its rates and

38

rating rules.
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(3) Effective January 1, 2023, insurers must not wuse credit
history to determine premiums for personal insurance policies issued

or renewed.

NEW SECTION. Sec. 6. RCW 48.18.545 (Underwriting restrictions

that apply to personal insurance—Credit history or insurance score—
Rules) and 2002 ¢ 360 s 1, as now existing or hereafter amended, are

each repealed, effective January 1, 2023.

NEW SECTION. Sec. 7. Sections 2 through 4 of this act take
effect January 1, 2023.

--- END ---
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