SENATE BILL REPORT
SB 6244

As of January 24, 2020

Title: An act relating to notification of insurance policy sublimits on the policy's declarations
page.

Brief Description: Requiring sublimits to insurance coverage to be noted on the policy
declarations page.

Sponsors: Senators Wellman, Das, Hasegawa, Wilson, C. and Saldana.

Brief History:
Committee Activity: Financial Institutions, Economic Development & Trade: 1/23/20.

Brief Summary of Bill

* Requires any rider, endorsement, or application made part of an insurance
policy to be noted on the declarations page, with certain information on
the coverage included in its description.

SENATE COMMITTEE ON FINANCIAL INSTITUTIONS, ECONOMIC
DEVELOPMENT & TRADE

Staff: Kellee Gunn (786-7429)

Background: The Insurance Contract. An insurance policy is a contract between the insured
and the insurance company, and details what the company agrees to do in exchange for the
premium paid by the insured. The contract also describes the insured's responsibilities and
general terms of coverage. The contract is divided into a declarations page, and the policy
itself.

The Declarations Page. The declarations page—commonly referred to as a dec sheet—
includes basic details of the insurance contract and typically includes the policy number, the
effective dates, the address of the insured property, the mortgage holder, the coverages,
coverage limits, the premium, and any discounts.

The Insurance Policy. The insurance policy is the entire insurance contract, and includes the
insuring agreements, definitions, and conditions. For a homeowner's insurance policy, a
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description of the property coverage and the loss it covers, as well as liability coverage, will
be provided. There may be an exclusions section of the policy, which outlines specific
coverages or perils not covered by the policy. Typically flood and earthquake coverage are
excluded from homeowners and renter's policies unless purchased as an endorsement or rider.
An endorsement or rider addresses issues or items not in the original, contract and can be
added to a homeowner or renters' policy, life insurance policy, or auto insurance policy.

Insurance policies may also have limits of coverage providing the insured the largest dollar
amount covered for different types of losses. A policy may even have sublimits to the limit
of coverage. An example of this would be for a policy to have a certain dollar limit for
personal property, of which only a fraction of the limit would cover certain items, such as
computers.

No insurance policy or application form may be issued, delivered, or used in Washington
State unless it has been filed with the Office of the Insurance Commissioner, except in certain
instances.

Summary of Bill: Any rider, endorsement, or application attached to and made a part of an
insurance policy must be noted clearly and unambiguously on the declarations page of that
policy form. The description of the rider, endorsement, or application must include whether
it expands or restricts coverage from the base policy, and state whether it creates or enforces
a sublimit within its coverage in its description.

Appropriation: None.

Fiscal Note: Requested on January 18, 2020.

Creates Committee/Commission/Task Force that includes Legislative members: No.
Effective Date: Ninety days after adjournment of session in which bill is passed.

Staff Summary of Public Testimony: PRO: I had a situation with my insurance. Though I
worked for an insurance company for several years and am knowledgeable about insurance
contracts, I discovered that as a consumer I did not know what was in my own insurance
contract. Most consumers do not know what is exactly in their policy. If there is anything
that would limit coverage, the insurance company should put that in the declarations page to
make it clear to the consumer. Essentially, one of the things we hear a lot from the OIC's
consumer advocacy program is that consumers do not know the limits in their policy.
Consumers do not know there is a separate limit within a limit, such as mold. We recognize
that if there are a lot of limitations, which could result in a very crowded document. If this is
not the solution, we would like to work with other stakeholders on a solution.

CON: At the outset, insurers have great interest in consumers understanding their policies.
Insurers work closely with the insurance broker community which connects them to their
consumers. Consumers look to the producers for information. The purpose of the dec page
is to provide a general snapshot of the policy's content. Bill reports provide a general
description to a bill, just like a dec page. Putting everything on the bill report would negate
the use of it. This bill would make the dec page overly complicated and could result in a 20-
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page dec page for certain policies. The reason of the dec page is to be a table of contents for
the policy. Policy exclusions are based on statute and case law. This bill may result in
confusion on what clause applies to certain coverage limits. The independent brokers
association is also opposed as they believe this would result in more consumer confusion,
rather than more transparency.

Persons Testifying: PRO: Senator Lisa Wellman, Prime Sponsor; Lonnie Johns-Brown,
Office of the Insurance Commissioner.

CON: Mel Sorensen, American Property and Casualty Insurance Association, American
Council of Life Insurance, Allstate; Jean Leonard, National Association of Mutual Insurance

Companies, Washington INS, State Farm, Nationwide Insurance Companies.

Persons Signed In To Testify But Not Testifying: No one.
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