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Legislation to ban the use of credit 
scoring in insurance 

Issue: Action to end discriminatory practice 
Insurance Commissioner Mike Kreidler is requesting legislation to ban the 
insurance industry’s use of credit scoring in auto, homeowner, renter, and 
boat insurance. His reasoning for this change in state law is simple: The use 
of credit-based insurance scores has historically and disproportionately 
penalized communities of color and low-income communities through 
inequities embedded in our credit system.  

Low-income people are more likely to struggle with their credit and pay 
higher insurance rates for reasons that have nothing to do with their 
insurance risk. Also, communities of color are disproportionally represented 
in low-income demographics and saddled with higher insurance premiums.  

A 2015 report by the Consumer Federation of America showed that, on 
average, drivers with a good credit score paid $214 more per year than 
drivers with the best credit score, without factoring in their driving record. 
The study found that in Washington state, drivers with excellent credit and 
a conviction for driving under the influence (DUI) paid $847 less in 
premiums than a driver with a clean driving record and poor credit.  

In recent months, the insurance industry voiced overwhelming support for 
action to promote racial and economic justice. By supporting this 
legislation, the industry has the opportunity to put its expressed values into 
action to end the discriminatory practice of using credit scoring to set 
insurance rates. 

What is credit scoring? 
Insurance companies that sell property and life insurance can use credit information to determine 
whether to offer someone insurance and to calculate how much to charge them.  

Credit scores, along with other rating factors, including where you live, your claims history, driving 
record, age and others are weighted in a secret formula to produce an “insurance score” that predicts 
the likelihood that someone will file a claim in the future.  

Kreidler seeks to repeal 
RCW 48.18.545 that 
authorize the use of 
credit scores to set 
insurance rates.  

This proposal also 
amends RCWs 
48.18.547, 48.18.610 
and 48.19.035 and adds 
a new section to 48.19.  

It will also require 
rulemaking to amend 
WAC chapters 284-24A, 
284-24-005 and 284-
24-140 that provide 
guidance to insurers 
and consumers on the 

    

https://www.consumerreports.org/cro/car-insurance/credit-scores-affect-auto-insurance-rates/index.htm
https://vimeo.com/444289105
https://app.leg.wa.gov/RCW/default.aspx?cite=48.18.545
https://app.leg.wa.gov/RCW/default.aspx?cite=48.18.547
https://app.leg.wa.gov/rcw/default.aspx?cite=48.18.610
https://app.leg.wa.gov/RCW/default.aspx?cite=48.19.035
https://app.leg.wa.gov/RCW/default.aspx?cite=48.19
https://app.leg.wa.gov/WAC/default.aspx?cite=284-24A
https://app.leg.wa.gov/WAC/default.aspx?cite=284-24A-005&pdf=true
https://app.leg.wa.gov/WAC/default.aspx?cite=284-24-140
https://app.leg.wa.gov/WAC/default.aspx?cite=284-24-140


 2 

Both credit scores and insurance scores include consumer credit data such as payment history, type of 
credit, amount of credit, age of credit, credit use and public records. 

Why should it be banned? 
Credit scoring in insurance is unfair. Insurers say that insurance scores are blind to race and income, but 
the practice has a disparate impact on people with lower incomes and communities of color.  

The primary reasons people encounter financial difficulties are often outside of their control, including 
unemployment, natural disasters and medical expenses. For many, the impact is felt for generations.  

We are in the middle of a catastrophic pandemic that is hitting low-income people and communities of 
color the hardest. They will bear the repercussions for months and years to come.    

The federal CARES Act recognized the impact the coronavirus pandemic is having on people already 
struggling and protected how financial institutions can use credit.  

Unemployment in Washington 
• 70,842 Blacks and 143,972 Latinos filed for unemployment between March 1 and Nov. 21, 

2020.  

Poverty in Washington 
• 20% of Blacks in Washington state in 2018 had income below the poverty line compared to 

8% of Whites.   

Uninsured in Washington 
• As of Dec. 2018, 5.1% of Whites were uninsured, compared to 9.3% of Blacks, 17.7% of 

Hispanics, and 14.8% of American Indian and Alaska Natives.   

Credit scores 
• One in five Blacks have a FICO score below 620, compared to 1 in 19 Whites. A FICO score of 

670 or above is considered a good, while a score of 800 or above is considered exceptional. 

What’s the impact?   
Insurers base their rates on the assumptions they make about how much money they will collect each 
year and how much they will pay out in claims. Removing credit scores as one piece of the rating factor 
will not affect these assumptions.  

The insurance industry claims that banning the use of credit scores will mean that some people pay 
more and others will pay less. Here’s why: People with good credit scores have been enjoying lower 
rates for decades because people with lower scores offset those rates with higher premiums. Insurers 
won’t lose money. They will equalize insurance premiums in a way that everyone will pay their fair share.  

How much you pay for insurance should be based on factors that make sense — how you drive, how 
you maintain your home or property and your claims history — not on a secret black box of arbitrary 
credit data that rewards some at the expense of others.   

https://www.doh.wa.gov/Emergencies/Coronavirus
https://www.doh.wa.gov/Emergencies/Coronavirus
https://esd.wa.gov/newsroom/initial-unemployment-insurance-claims-for-week-of-july-26-august-1-2020
https://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf
https://esd.wa.gov/labormarketinfo/unemployment-insurance-data
https://www.doh.wa.gov/Portals/1/Documents/1500/Context-SEP2016-DU.pdf
https://www.ofm.wa.gov/sites/default/files/public/dataresearch/researchbriefs/brief095.pdf
https://www.valuepenguin.com/average-credit-score
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