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February 21, 2017 

 

Montana State Legislature       sent via email to: 

House Business and Labor Committee     karmstrong@mt.gov 

P.O. Box 200400     

Helena, MT 59620-0400 

 

RE: HB 515, Mandated Water Damage Coverage - NAMIC’s written testimony IN 

OPPOSITION to proposed legislation   

 

Dear Representative Noland, Chair; Representative  Curtis, Vice-Chair; Representative  Ricci, 

Vice-Chair; and honorable members of the House Business and Labor Committee: 

 

Thank you for affording the National Association of Mutual Insurance Companies (NAMIC) an 

opportunity to submit written testimony to the House Business and Labor Committee for public 

hearing.  

 

The National Association of Mutual Insurance Companies (NAMIC) is the largest 

property/casualty insurance trade association in the country, with more than 1,400 member 

companies. NAMIC supports regional and local mutual insurance companies on main streets 

across America and many of the country’s largest national insurers. NAMIC members represent 

40 percent of the total property/casualty insurance market, serve more than 170 million 

policyholders, and write nearly $225 billion in annual premiums. NAMIC has 134 members who 

write property/casualty in the State of Montana, which represents 40% of the insurance 

marketplace.  

 

NAMIC is concerned that the proposed legislation is inconsistent with the best interest of 

insurance consumers, counter to well-established homeowners’ insurance coverage provisions 

for water damage related covered perils, and likely to adversely impact affordability of insurance 

coverage for consumers.  

  

The proposed legislation would require homeowner’s insurance consumers to have to pay for 

mandated water damage insurance coverage and policy limits that the policyholder may not 

want, need, or be able to afford. 

 

HB 515 specifically defines "insurance coverage" to mean “flood mitigation coverage that pays 

for the cleanup and repair of damage caused by water.” [Emphasis added]. This definition is 

extremely and unnecessarily broad and could mislead consumers into believing that they have 

flood insurance that is only provided by a Federal Flood Insurance Coverage Policy.  
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Additionally, the definition refers to “flood mitigation coverage”, but “mitigation is defined by 

Webster’s Dictionary and FEMA as meaning to “reduce loss of life and property by lessening 

severity or potential impact of disaster”.  In essence, it pertains to proactive, pre-incident risk 

prevention measures intended to reduce risk of loss exposure and severity. Mitigation activities 

are the duty of the homeowner as part of their own personal risk management. Insurers only 

indemnify and remediate covered insurance perils after an insurable loss incident. 

 

NAMIC is also concerned that the proposed legislation states that the insurance coverage must 

apply “to all types of water damage, including but not limited to surface water and sewer-related 

damage.” [Emphasis added].  HB 515 would fundamentally alter and expand water related 

covered perils, which insurance consumers will have to pay for because they are not covered and 

included in insurance premium rates for the standard homeowner’s insurance policy. NAMIC 

believes that this proposed coverage requirement is unnecessary and is likely to be a significant 

insurance rate cost driver.  

 

Further, consumers already have the option of purchasing flood insurance coverage to address 

surfaced water claims and optional homeowner’s insurance endorsement coverage for sewer 

backup related damages. The proposed mandated coverage is unnecessary, because it is already 

available as an option for consumers to purchase if they need and want it to address their 

insurance coverage desires.   

 

HB 515 is also inconsistent with consumer choice, because it would require consumers to 

purchase a specific amount of water damage coverage based upon the insured value of their 

residence. There is no evidence to support the conclusion that a homeowner needs $10,000 in 

water damage coverage solely because the person has a residence with an insured value of 

$600,000. Additionally, the enumerated coverage limits have no actual relationship to the likely 

water damage loss exposure. For example, if a homeowner’s residence increases in insurable 

value by $100 to $600,100, the consumer is now required to purchase $15,000 in water damage 

coverage. This provision is illogical, arbitrary, and inconsistent with the best interest of insurance 

consumers.      

 

For the aforementioned reasons, NAMIC respectfully requests that the House Business and 

Labor Committee VOTE NO on the HB 515. 

  

Thank you for your time and consideration. Please feel free to contact me at 303.907.0587 or at 

crataj@namic.org, if you would like to discuss NAMIC’s written testimony.  

 

Respectfully, 

 

 
 

Christian John Rataj, Esq. 

NAMIC – Senior Director of State Affairs  

Western Region                     

mailto:crataj@namic.org

