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  Does Making A Claim*

Make A Home    Uninsurable?

   Briefing Paper Prepared by the Senate Insurance Committee 

         December 4, 2002

(*For water damage, mysterious disappearance or damage caused by rats and bats, etc.)
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Introduction

The Senate Insurance Committee is receiving calls from consumers, the press, and legislative staff from around California inquiring about the price and availability of homeowners insurance.  Realtors and even insurance agents also call to complain.

This hearing will attempt to answer at least three questions:


a.
Are there problems in the homeowners insurance market?

b.
If so, are there solutions that can be implemented by the Legislature or the Department of Insurance (DOI) or both?


c.
What are the facts that can help to answer questions “a” and “b”?

Homeowners insurance plays a critical role in household finances and the economy.  Homes are the largest single asset typically owned by a family. As a practical matter, homeowners insurance is necessary for any family with a mortgage, and even those who have paid their homes in full need the protection of homeowners insurance for their largest asset. Given the central role that homes play in building family assets, an insurance affordability/availability “problem” can impact home values and household wealth.  

Already, realtors report that insurance is delaying the close of escrows and that many offers are made contingent upon the home buyers being able to obtain insurance. The California Surplus Lines Association is considering whether to offer homeowners policies through nonadmitted insurers. Should this coverage become available, consumers would be able to obtain insurance, but potentially at the price of having to litigate disputes under the contract outside of California. Whether or not there is already a crisis in California’s homeowners market, there is clearly a great deal at risk if a crisis developed.  






Issues
Based upon calls to the committee, the Department of Insurance, and press reports, committee staff has been able to isolate at least seven issues related to homeowners insurance:

1.
A database that reports that a “claim” was made when the homeowner believes no claim was made.

2.
Carriers refusing new consumers with a prior history of claims.

3.
Carriers refusing to cover homes with a prior history of claims (a.k.a. ‘haunted houses’).

4.
Carriers refusing to renew homeowners who make even minor claims on their homeowners policies or claims that resulted in no payment.

5.
Credit scores/insurance scores, which are not permissible for use in the offer or pricing of homeowners insurance in California, being used by insurers and agents.

6.
Large price increases (and in some cases modest price reductions), triggered by a variety of factors.

7.
The California Association of Realtors reports that only two insurance companies are willing to offer coverage to homeowners associations.  A major issue within this discussion is the impact of price and availability on homeownership, including condominium ownership.


To analyze these issues, it is important to understand some basics about the homeowners market and homeowners insurance.  

Basics About the Market 

     and the Coverage

Market:  California is a “prior approval” state for homeowners insurance, as is true for auto insurance.  California requires insurers to seek prior approval for rates and rates of return on surplus.  Policy forms and underwriting guidelines, however, are not formally approved by the department.  

In short, if the contract offered by the company contains at least the minimum elements mandated by the basic fire policy set forth in Insurance Code Section 2071, and the underwriting guidelines do not violate an explicit prohibition in the insurance code or other laws (i.e. racially discriminatory terms), the carrier is generally free to use the underwriting guidelines and insurance forms it chooses.  The DOI requests underwriting guidelines from carriers as part of the original rate evaluation process, but an insurer is free to change those guidelines the day after the rates are approved.  Similarly, a new exclusion under a policy is generally going to be offered without the DOI approving the exclusion.

The implications for the rate making process are significant.  Although formally regulated, the “rate” or “premium” that is approved for a carrier may in fact be offered to a substantially reduced or expanded number of consumers than originally contemplated at the time of approval, and with exclusions that are different from those originally contemplated by the DOI.  This can change the rate of return that the insurer presented to the DOI for approval.  The DOI has some leverage in this process, but has generally maintained that the right to approve or disapprove forms and underwriting guidelines is not a formal authority that it possesses. 

California’s homeowners insurance market is highly concentrated.  Five carriers account for nearly 60% of all premium collected for homeowners coverage:  State Farm, Farmers, Allstate, California State Automobile Association, and Southern California Automobile Club.
 Altogether, California has about 130 carriers admitted to sell homeowners insurance.
 For the convenience of the committee members, the complete list plus phone numbers is included as Appendix A of this background report, and is available through committee staff to be posted to a member’s website as a convenience for constituents.


In 2001, almost $4 billion was collected in premium by all carriers in California, and about $2.5 billion (63%) was directly paid out (losses incurred).  Additional sums were paid for administration, marketing, commissions, claims adjustment costs, and other expenses. In 2000, the figures were $3.7 billion in homeowners premium, with $1.9 billion paid (51%).  In sum, premium increased overall by 8% and losses by 32%.
 As illustrated in the next chart, the trend over eleven years has been down, or flat, with an upturn in the last two years. 
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Prices for homeowners insurance are increasing in California.  Each insurer’s circumstances is slightly different from the other.  Some carriers may not have requested a premium increase in many years, others have requested only a few, and still others may have requested increases and limited offers of coverage.  The explanations differ significantly. State Farm, for example, is not currently offering insurance except to existing customers, even after significant premium increases.  Staff was not able to ascertain the history of increases by carrier over several years, although each representative may be asked that question.  
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Depending upon the source, there:


Several reasons are typically offered, depending upon the source, to explain why premiums are increasing in California:

1.
Insurers state that both nationally and in California, the frequency and severity of claims has increased in recent years.  Mold is cited by some insurers as being a factor, although the members of the committee may wish to ask each of the five carriers present at the hearing whether mold has been a significant factor in its individual losses.

2.
Insurers also state that premiums were flat or even reduced for many years, and losses increased to the point that premiums had to increase.  Insurers generally characterize this as part of the market cycle, currently referred to as the “hard” market portion of the cycle.  

State Farm, for example, reports that its paid loss-ratio increased from 58 cents to 60 cents per premium dollar collected, but when other costs were included the company reports that it was paying $1.20 for every $1.00 collected.  In order to remain appropriately rated by A.M. Best, so that mortgage lenders would accept State Farm insurance, the company recently borrowed $200 million from its parent.  The Foundation for Taxpayer and Consumer Rights claims that one or more State Farm companies simply lost a great deal in the stock market and that California consumers are being asked to pick up the tab for poor management decisions.  The California State Automobile Association requested almost no rate increases in a decade.  Other insurers have explanations for their requests, depending upon the size of prior increases.

3.
Staff was unable to locate consistent statements about the impact of the stock market on premiums.  Some carriers stated that the inability to generate significant investment earnings meant consumers of all types of insurance were simply going to have to pay more, while others suggested that the stock market played little or no role in price increases for consumers.

4.
Reinsurance costs are increasing across all lines of insurance.  Most carriers purchase reinsurance (insurance for insurance carriers) and if premiums go up then these costs are passed on to consumers.

5.
9/11.  Technically, California homeowners won’t pay for the costs of the terrorist attack because the losses did not occur in the California homeowners market.  However, reinsurers lost billions.  When these increased costs are translated into increased reinsurance premiums, California homeowners pay increased premiums for 9/11.  


Last week, President Bush signed legislation to help the insurance industry deal with the costs of terrorist attacks.  The bill requires the federal government to reimburse insurers for the cost of claims caused by a catastrophic terrorist act: 90% in excess of claims in excess of $10 billion in 2003, $12.5 billion in 2004, and $15 billion in 2005, when the legislation sunsets.  Reimbursable losses are capped at $100 billion and the federal government has limited exposure to payment of punitive damages.  All commercial property/casualty insurance must now cover terrorism and the price may not be excessive or inadequate, although prices will be set by the market.

In signing the bill, the President cited the critical importance of insurance to construction projects and commercial facilities.

To the extent that terrorism is a partial cause of increased costs of reinsurance, it is reasonable to assume that reinsurance would become less expensive in the future, and that the impact on homeowners (and all lines of insurance) would therefore be beneficial.  However, Julie Rochman, spokeswoman for the American Insurance Association, also noted,  "I don't think any of us know what the right price for terrorism insurance is."
  In short, the market will determine not only what terrorism insurance will cost, but what global reinsurers will be able to charge for all lines of reinsurance, including reinsurance for homeowners coverage.

6.
Agents note that State Farm (20% of the market) is only offering policies to existing customers.  Therefore, a large part of the “capacity” of the market has become unavailable to new customers and these customers are therefore subject (potentially) to increased prices because of reduced supply.

7.
Committee staff has reported evidence to the DOI that at least some insurers may be using insurance scores (a.k.a. credit scores) to determine whether or not to offer homeowners insurance to an existing or new applicant.  According to the DOI, the use of insurance/credit scores to determine whether or not to offer homeowners insurance, or the price of the coverage, is not permitted in California. To the degree that a large number of carriers used an impermissible method to underwrite consumers or to price insurance, those impacted adversely could generally be expected to pay higher prices than would otherwise be the case.  

Higher prices would generally occur because lower prices are often available to those with “good” credit/insurance scores, while a carrier with a relatively low price may not even make an offer of coverage to an “ineligible” applicant.  Depending upon circumstance, the applicant may not even be aware that the option of coverage by a given carrier is being withheld.  In effect, these consumers would be steered towards higher-priced or limited-coverage insurance.

Coverage:  

A typical homeowners policy has between one and six types of insurance coverage.  Exclusions and limitations exist under all types of coverage.

Coverage A – Dwelling Coverage—will generally pay for the repair or replacement of the dwelling damaged by fire or other perils not specifically excluded.  Exclusions include a number of causes of loss, for example losses caused by freezing pipes when the home is unoccupied, theft to a dwelling under construction, war or nuclear hazard, etc.


Coverage B—Other Structures—is used to pay for the repair or replacement of damaged structures at the location of the dwelling but separated by space. The rules governing Coverage B would be similar to those of Coverage A.  


Coverage C—Personal Property—is a major source of insurance for a consumer.  Losses of items such as television sets, jewelry, home furnishings, etc. are paid for by this coverage, although there are often limitations on the amount for any given category.  For example, an insurer may limit payment for losses of firearms to $2,000.  Autos, pets and the personal property of renters are often not covered. 


Coverage D—Loss of Use—is the source of payment to a property owner who must rent a different dwelling during reconstruction.  Policies differ in how much is paid, and some cover payment to a landlord if a boarder is unable to pay rent because the property is damaged.


Coverage E—Liability—is the source of payment if a third party is injured on the homeowners property through negligence of the homeowner.  If a homeowner has a significant amount of equity in the home, Coverage E becomes a key factor in defending that equity should a cause of action be filed.  An insurer would provide counsel and a defense.


Coverage F—Medical Payment to others—is the source of coverage for medical expense payments to third parties injured on the property.





The FAIR Plan

The California FAIR Plan (Fair Access to Insurance Requirements) is a federally-mandated program operated by a statutorily-created nonprofit.  The purpose of the FAIR Plan is to provide fire insurance sufficient to satisfy a lender in areas of California subject to high fire risk.  Coverage under the FAIR Plan is sufficient to satisfy the lender that a borrower can reconstruct the property after a significant fire, although it costs extra to get replacement cost coverage and payments for building code upgrades.  A complete listing of FAIR Plan coverage is in Appendix B.  

Homeowners qualify for a FAIR policy in one of two ways.  Traditionally, the Insurance Commissioner has identified counties or subareas of counties that are at high risk of fire.  Homeowners within these designated areas are eligible to buy a FAIR policy and would usually turn to FAIR if other carriers wouldn’t write coverage.  Last year, the DOI created a second method of accessing FAIR.  If a homeowner anywhere in California can prove to FAIR that the homeowner has been refused coverage by three insurers, the homeowner will qualify for a FAIR policy. 

Significantly, the FAIR Plan will not offer Coverage C (Personal Property) or Coverage E (Liability) coverage to a homeowner.  Homeowners who use the FAIR Plan must arrange for this coverage through other carriers, including “surplus lines” carriers.


FAIR reports that it was receiving about 850 policy applications per week in May of 2001, and recently has been receiving up to 1900 applications per week.  About 50% of all applicants complete the transaction and obtain a FAIR Plan policy.  In contrast, up to 5,600 applications per week were being received in October of 1995, almost two years after the Northridge earthquake.  At that time, about 60% of all applicants completed the process and obtained a FAIR Plan policy. In short, it appears that homeowners are obtaining coverage somewhere, although undoubtedly prices and coverage are often different from that which was originally desired.




The CLUE Database


As mentioned previously, the CLUE database is a source of loss data for nearly all carriers.  Only claims are stored in CLUE.  Over 600 companies nationally provide CLUE with loss information.  CLUE is a private database, owned by publicly-traded ChoicePoint.  ChoicePoint was spun off from the credit reporting company Equifax. In addition to CLUE, ChoicePoint also offers insurance scores based upon Equifax credit reports.


The CLUE database, however, is strictly limited to claims history of a consumer and ChoicePoint insurance scores do not include CLUE information.  Entries in CLUE are governed by the federal law known as the Fair Credit Reporting Act (FCRA).  Under FCRA, a consumer adversely impacted by information in CLUE is notified by the insurer of the reason for the adverse action, and the existence of CLUE.  Consumers may then use an 800 phone number to contact CLUE and to request a free copy of the CLUE report.  If the consumer wants to dispute an entry that reflects a claim, the consumer may notify CLUE in writing or via phone.  If an insurance company is unable to demonstrate evidence that a claim existed or does not respond within 30 days of the complaint by the consumer, CLUE removes the disputed entry.  CLUE states that 1/10 of 1% of all entries are removed, annually.


However, if the insurer provides evidence of a claim then the consumer may place (for free) a 100 word explanation into the CLUE database.  Presumably, these statements are then read by insurance company underwriters to help inform the underwriter’s decision about whether an applicant should be offered coverage, and at what price.  Significantly, if a consumer simply says that a claim was never opened, and that the consumer only made a general inquiry about coverage for a possible loss, CLUE leaves the “claim” in its records and the 100 word explanation (if submitted) would also appear.  CLUE has been asked by staff to provide the committee with a very brief overview of its system.


CLUE believes that it is the responsibility of the insurer or the agent or both to ensure that a “claim” is actually a “claim” and not simply a general inquiry by a consumer.  If so, then the DOI would have to examine whether some carriers or agents were the source of a disproportionate share of claims and complaints about claims being erroneously entered into CLUE.  Even if the DOI were willing to take an enforcement action against an insurer or agent, it is questionable whether the DOI would have the resources needed to conduct this type of an investigation.  At a minimum, the cooperation of CLUE would probably be needed.


California law generally requires that a claim be opened and processed in a timely manner, once made.
  Anecdotally, staff has been told that agents or companies may be opening up claims in order to avoid accusations about violations of the Unfair Claims Practices Act and related regulations.  However, consumers often trust agents and the companies to interpret policy coverage, and the committee will hear from at least two witnesses who didn’t, in their mind, make a “claim” at the time they contacted an insurer.  Nonetheless, their CLUE records reflect these “claims” and this has caused problems in finding coverage.  




   Insurance Scores


The DOI has confirmed to staff that insurance scores may not be used by homeowner insurers admitted to do business in California in order to determine whether or not to offer homeowners insurance to an individual applicant or to price a policy.  Insurance scores may generally be defined as a “credit-based statistical analysis of a consumer’s likelihood of filing an insurance claim within a given period of time in the future.
  


Several insurers calculate insurance scores based upon their own formulas, but at least two commercial companies also calculate these scores:  Fair, Isaac and ChoicePoint.  The CLUE database is also owned by ChoicePoint.  

The ChoicePoint website states that four types of information are included within its insurance score:


Identifying information- Name, current and previous addresses, social security number, telephone number, date of birth

Credit history- History of satisfying obligations to retail stores, banks, finance companies, and mortgage companies

Public records- Judgments, foreclosure, bankruptcies, collections, tax liens, garnishments

Inquiries- Identifies credit grantors or other authorized parties that have received a copy of the consumer’s credit report, typically during the past 2 years.  Also, lists companies who received consumer information for the purpose of offering credit or other promotions.


Throughout this year, staff has taken phone calls from agents in California stating that insurers are increasingly using insurance scores to determine whether or not to offer both homeowners and auto insurance to individual consumers.  Until recently, the agents were unwilling to divulge which companies were allegedly engaging in this practice.  

Two weeks ago, staff received the first solid evidence that four companies are instructing agents to make inquiries of a database that uses insurance scores.  “Acceptable for binding” is the message sent by the insurance-score database to agents and brokers of these four companies.  The agents or brokers may then proceed to “bind” consumers into homeowners insurance with these four companies.  A fifth company was recently identified to staff.  The names of the five companies were given by staff to appropriate personnel at the DOI.

Questions

1.
Are homeowners being blackballed or is it simply more difficult now than in the past to get insurance?

2.
Are insurance scores or credit scores being used, even though it isn’t permissible, and is this causing widespread problems for consumers?

3.
What steps are taken by the DOI to examine the complaints, how much staff time is spent on a given complaint, and how many weeks goes by before a complaint is resolved?

4.
Is the DOI gradually being overwhelmed by these individual complaints, and if so does this reduce the ability of the DOI to prevent broad market practices that are contrary to law? 

5.
Some homeowners want to know how the DOI could allow underwriting guidelines to change dramatically. What steps will the DOI take to help homeowners given the changing underwriting standards?

6.
Should the law on underwriting standards be changed to clarify the DOI’s authority? 

7.
Should a “mandatory offer” be guaranteed to a California “good homeowner,” just as we have a mandatory offer rule for a California “good driver”?

8.
Are home sales falling through because insurance is not available?

9.
When is a claim a claim?  What can a consumer do when a policy inquiry is listed as a claim?

10.
Should the law permit insurers to refuse to cover consumers who make small claims or claims that result in no payment?  If this is permissible, should carriers above a certain size, for example, be required to maintain a listing of other carriers that are open to insuring “blackballed” applicants/customers, and to provide that list to these customers/applicants?



Selected Newspaper Articles

Homeowners Insurance Is Focus Of California Probe

By PAT MAIO and CHAD BRAY, Of DOW JONES NEWSWIRES, November 26, 2002

LOS ANGELES -- Trouble may be brewing for companies in California's homeowners insurance market.

The state's insurance department, which is in transition after Democrat John Garamendi was elected commissioner earlier this month, is looking into whether major insurers have created an artificial crisis in the homeowners market as a way to raise rates.

Worries have surfaced in recent months as the commissioner's office has been swamped with consumer complaints about nonrenewal of homeowners policies and troubles in finding replacement insurance. Applications to a quasi-public "insurer of last resort" in California have nearly doubled since last year.

The problem seems to have escalated after privately held State Farm Insurance Cos., the largest home insurer in California, placed a moratorium on underwriting new policies effective May 1. State Farm, which lost $5 billion nationally last year, has taken similar moves in other unprofitable states.

In separate interviews with new commissioner Garamendi and outgoing head Harry W. Low, the agency chiefs disclosed that the initial stages of a probe are now under way to see if the insurers are unfairly targeting policyholders with too many claims.

The department heads worry that the industry may be using a little-known database originally designed to monitor fraudulent claims to penalize homeowners, particularly those who have filed too many mold and water damage claims. Mold claims have been a growing concern for home insurers in recent years.

"We are looking into whether the database is being used unfairly, or whether misinformation is being stored in there," Low said.

The agency heads said they may want to impose regulations over how the Claims Loss Underwriting Exchange, or CLUE, is used, a process that could take several months to implement. "It is a very complex and troubling situation," Low said.

The database is run by ChoicePoint Inc. (CHC), which says that the agency doesn't understand the purpose of CLUE. James Lee, ChoicePoint's chief marketing officer, said the purpose of CLUE is to give the insured and insurers an "accurate reflection" of the claims on the insured property itself as well as the individual.

Mold and water damage claims are the main reason insurers have tightened up their homeowners underwriting guidelines in California in recent months.

             Water Damage Losses

Since 1997, the cost of water damage losses have risen dramatically in California, while the number of claims has risen as much as 15% depending on the company. For example, Farmers Insurance Group, a unit of Zurich Financial Services Group, has seen water claims rise to 36.6% of all homeowners claims in 2001 from 21.5% in 1998.

It's unclear how much claims have risen this year, but the general consensus is that they are up in California.

Despite the negative publicity that might surround such a probe, several insurance officials said in interviews that they would embrace the investigation because it would point the spotlight on an out-of-control system where a rising tide of claims has hit them hard in the pocketbook.

Bill Sirola, a State Farm spokesman in California, said the insurer welcomes an investigation by California authorities into the rates and difficult insurance market in the state. However, he said the investigation should be driven by facts, rather than by politics.

Kevin Kelso, president of Farmers' personal insurance unit, had similar thoughts. "We are looking at prior loss history in underwriting guidelines. Two to three years ago we were doing this, but we are probably doing it more carefully now because of the rate of increase in water claims," Kelso said.

Garamendi said he has begun working with Low to begin collecting information about the problem from the state's top eight insurers, which have about three-quarters of the homeowners insurance market in California. He also plans to take a sampling among the state's smaller insurers.

"It's a real serious issue. The solution begins with finding out what is going on," said Garamendi.

There are 166 insurers in California that sell homeowners insurance. The three largest - State Farm, Farmers and Allstate Corp. (ALL) - control well over half of the market.

Generally, homeowners insurance has been unprofitable for insurers in recent years. Higher construction and replacement costs have cut into profits. Also, the industry has been hit by weaker investment returns as equity markets have sagged.

In addition, insurers have been hit both by several high-profile celebrity cases involving mold-related claims that have cost them millions in California and by a surge in water damage claims in Texas.

            Problems In Texas

The Texas situation is causing spill-over effects in the California market, insurers said.

Texas has been a hotbed for mold and water damage claims in the U.S., in part due to a state-mandated policy form that didn't allow mold exclusions and in part due to aggressive lawyers. Texas accounted for 70% of new mold claims last year, according to the Insurance Information Institute, a trade group.

According to an August report by the group, water damage claims have skyrocketed in Texas since 2000. Paid losses from water damage claims were $700 million in 2001, more than double the $300 million paid out in 1999.

Insurers have since convinced the Texas Department of Insurance to change the policy form, allowing the exclusion of some mold claims. Insurers expect most of the mold issues in Texas will be behind them within the next two years as policy restrictions are phased in upon renewal. They also have sought similar restrictions or limits on mold claims in most states.

The report also found that the institute's Insurance Information Network of California had uncovered a doubling of water damage claims in California since 1997.

Insurers here paid $430.6 million in water damage claims in 2001, accounting for 32% of all homeowners' paid losses, according to the institute. In 1997, insurers paid $206.1 million in water claims, accounting for 24% of all homeowners' paid losses. "It's headed toward a crisis if left unchecked," said Candysse Miller, executive director of the California network.

Behind the California Insurance Department's probe of the homeowners insurance market is a rising tide of consumer complaints that have made their way to the agency's fraud hotline in recent months, according to Low.

The issue for many consumers is nonrenewal of homeowners insurance policies, forcing them to shop for a replacement. Many can't find an affordable policy or, worse yet, can't find any at all.

Those who can't find insurance end up with California's Fair Access to Insurance Requirements (FAIR) Plan, a quasi-government insurer of last resort. In many cases, they pay double for less coverage than they had previously.

Applications with the FAIR Plan have shot up in recent months, said Mike Harris a spokesman for the Los Angeles-based organization. Currently, the FAIR Plan takes an average of 450 applications for homeowners insurance daily, up from 200 daily a year ago, Harris said.

Meanwhile, California state senator Jackie Speier , a Democrat who chairs the state's Senate Insurance Committee, plans to hold a Dec. 4 hearing to investigate the CLUE database and determine whether the insurance industry is "gaming" the marketplace to its advantage by engaging in a pattern of not renewing policies.

Since the industry underwrites insurance offered by California's FAIR Plan, they share in the profits and losses of the group, Speier said.

She said the insurance industry may have created an "artificial crisis" in order to raise rates and increase their profits by forcing consumers into the more expensive California FAIR Plan.

"I'm not convinced that there hasn't been some manipulation of prices, kind of like what happened with the energy crisis here in California," she said.

Today's policies have so many exclusions that "they resemble Swiss cheese," she said. "What are we really paying for?"

Homeowners in California faced by dearth of insurance 
(San Francisco Chronicle, Sunday, November 3, 2002)

Homeowners insurance in California is approaching a crisis level, according to the state Department of Insurance. 

Increasingly, Californians who file homeowners claims are being hit with inflated rates or dumped by their insurer and blackballed. Premiums have risen more than 15 percent this year, and the state's largest insurer, State Farm General Insurance Co., has stopped writing new homeowners policies here, constraining supply. 

Applications to a last-ditch option, pricey, state-run insurance that covers only fire damage, are up by 50 percent. 

"What's the purpose of insurance?" if you can't use it, said state Sen. Jackie Speier, D-Hillsborough. She chairs the Senate Committee on Insurance, but her position didn't do her much good as a consumer. 

After a burning log rolled out of her fireplace and singed the carpet at her home, causing about $2,000 worth of damage, she filed a homeowners claim -- her only one in 10 years. Her insurance company turned around and almost doubled her premium.

An even more common fate for homeowners who file claims is to be summarily nonrenewed when their policy lapses. 

"The No. 1 complaint to our (consumer hot line) is nonrenewal," said Nanci Kramer, a spokeswoman for the California Department of Insurance. "People are being nonrenewed because they had the audacity to use their insurance. We're getting to crisis level." 

The insurance industry says the explanation for rising rates and nonrenewals can be summed up in a single word: mold. 

"Water damage is a major cost driver of claims in California," said Pete Moraga, a spokesman for the Insurance Information Network of California, an industry group. "Mold came out of nowhere." 

In California, water-related claims paid by homeowner insurers representing two-thirds of the market totaled $206 million in 1997. By last year, they had more than doubled to $430 million, according to the group's research. 

In Texas, a consumer won a $32 million settlement from her insurer over a mold claim. In California, Ed McMahon and Erin Brockovich have famously been embroiled in multimillion-dollar mold claims. 

STOCK MARKET BLAMED

Some consumer advocates say mold is just a handy excuse. They say the real culprit is the stock market, where insurers, like everyone else, have seen their losses pile up. 

"What really happened is that the insurance industry lost a lot of money by investing recklessly, and they want policyholders to fill the gap," said Doug Heller, senior consumer advocate for the Foundation for Taxpayer and Consumer Rights in Santa Monica. 

He said the state's top 10 property and casualty insurance companies collectively lost a quarter of a billion dollars during the "corporate crime wave of 2001-2002" by investing in WorldCom, Enron, Adelphia, Global Crossing and Tyco. The insurance companies increased their investment in the corporate sector from about 48 percent stocks and bonds in 1998 to 57 percent in 2001. 

"Rate increases should be heavily scrutinized to make sure we're not just paying off a drunken splurge of the insurance industry," Heller said. 

Insurance industry representatives acknowledged they've had a tough time on Wall Street, but said that's not the primary driver for the current situation. 

"In times past when we had more investment income than we do now, we could rely on that income to help offset some of our losses," said Bill Sirola, a spokesman for State Farm in Sacramento. "It's not that the stock market has caused our losses, but it just has not made available the kind of investment income that we had before." 

He said spiraling claims costs drove State Farm to declare a moratorium on homeowners policies in California. "By the end of last year, we were paying out $1.22 in claims and expenses for every $1 that was coming in." 

State Farm needed to rein in costs to stay solvent for its existing customers, Sirola said. "The first obligation of an insurance company is to make sure it has the financial strength to pay the claims of its policyholders, " he said. 

To raise rates, insurers have to apply to the state Insurance Department. This year, Allstate was granted an 18.5 percent increase. State Farm received two, for 6.9 percent and 6.7 percent (although it no longer writes new policies, its existing customers are still covered); and Farmers received two increases, for 14.5 percent and 6.9 percent. 

These three companies have between 55 and 60 percent of the entire market. 

The brutal homeowners insurance market can particularly wallop people who buy a house with a previous claim history. 

PAST CLAIMS CLOUD PURCHASE

Steve and Vicki Guderian had an offer accepted on a three-bedroom house in Martinez this past summer. When they applied for homeowners insurance, they were met with slammed doors. It turned out the previous owner had filed two small claims: for a fence that was damaged by a broken tree limb and for a minor break-in, both three years ago. 

"We were scared," Steve Guderian said. "We had already sold our house in Southern California. The (Martinez) house was in escrow; there were other bids. 

If we couldn't get insurance, we couldn't get financed. We were worried about losing the house." 

The Guderians persevered and eventually found insurance, but the experience left an unpleasant aftertaste. 

"Acquiring homeowners insurance has never been an issue in the 30 years I've done business," said Verne Hansen, director of risk management for Pacific Union Real Estate Group in San Francisco. "Now it's become an issue." 

The California Association of Realtors last month amended its statewide purchase agreement, advising buyers to investigate the insurability of any property and making obtaining homeowners insurance a condition of the sale. 

"We feel this is a large enough issue" that the new language was necessary, said Robert Bailey, president of the group. 

California homeowners who can't get insurance in the open market can turn to a state-run, industry-financed program called Fair Access to Insurance Requirements, or FAIR, which was created by the Legislature after the 1994 Northridge earthquake. 

It's more expensive than regular insurance, and it covers only basic fire damage with no provision for liability or water damage, but it meets the minimum requirements of mortgage lenders. 

In one clear sign of the tightening market, applications to FAIR have jumped 50 percent this year. 

"Business is up. We're getting 300 new applications a day," said Mike Harris, FAIR spokesman. "That's up from under 200 a year ago. Our renewal/retention rate historically has been 75 percent, meaning 25 percent would leave every year. Since early this year, it's been at an all-time high of 86 percent." 

DON'T FILE SMALL CLAIMS

Harris and others said one way consumers can avoid being nonrenewed is to limit their use of insurance to major damage, not picayune problems. 

People should "avoid filing of very small claims just over the deductible because that implies that you're using insurance as a maintenance contract," he said. 

Moraga from the insurance trade group agreed. 

"Oftentimes people will think, 'Since I've paid so much into my insurance. I should get a new roof out of it,' " he said. 

"It's important for consumers to understand (that) homeowners insurance is a backstop for catastrophic loss. The way you file claims and how many claims does affect your insurance." 

One claim every 10 years is the average in the industry. Filing claims more often raises red flags for insurers, especially in the new, tighter market, he said. 

"Most companies will look at the figures if it's two claims in three years, especially if there's a water claim." 

But Kramer from the state insurance office said that practice is unfair to consumers. "People are so shocked. They had no idea that just using their insurance could (hurt) them." 

When someone files a claim, he's entered into a national database called Claims Loss Underwriting Exchange, or CLUE, to which all insurers have access. 

"It's like the scarlet letter of insurance," Kramer said. "It permanently marks you and your property as having filed a claim." 

Both Kramer and Speier said they know of consumers who had been blackballed simply for calling to inquire about a claim, even without actually filing one. Both said they think that practice is probably illegal. 

SENATOR TO CONDUCT HEARINGS

Speier plans to hold hearings on the industry next month. "There are some practices by insurers that are either illegal or unethical," she said. "They're using the guise of mold as a reason to increase premiums in California. It doesn't all add up." 

However, homeowners who are nonrenewed or slapped with premium increases for filing claims probably don't have legal protection. 

Under current California law, insurance companies can raise rates or nonrenew clients who represent an increased hazard to them, Kramer said. The law doesn't define "increased hazard," so insurers can interpret it as broadly or narrowly as they like. 

Some cases are particularly galling. 

Ronald Hess bought a house in Windsor next to a golf course. His insurance agent urged him to spent an extra $35 a year for a policy that covers glass breakage. 

Sure enough, he had two windows shattered by errant golf balls and filed two claims totaling about $330. They were his only claims during 15 years as a customer with the insurer. When his policy came up for renewal, the firm said it was dropping him because of his claims. 

"I've paid (the company) thousands of dollars over a long period of business," Hess said. "I get two small glass claims, and they drop me without hesitation. 

"Why do (they) offer this coverage if they expect none of the policyholders to have a claim or two?" 

Coverage Crisis 
Got insurance? (Editorial, San Francisco Chronicle, November 17, 2002)

When a neighborhood kid swats a baseball through your front window or a water heater springs a leak, think twice before calling your insurance company. 

California, like the rest of the nation, is going through painful changes for homeowners. 

Souring economics are pushing insurers to abruptly curtail coverage. The companies say claims are zooming, and many longtime customers are being dropped without warning or sent huge premium increases. 

It's a changed market that calls for a careful review by Sacramento, which must bring business in line with consumer interests. Writing off the problem as a temporary bump in the market -- as the insurance industry wants -- won't do. 

Unless the state steps in, insurers will continue cutting back in ways that baffle and infuriate customers. Homeownership, a basic investment for most, suffers when coverage is denied or pushed beyond financial reach. 

A string of setbacks is pressuring insurers. Losses from natural disasters and the Sept. 11 terrorist attacks, an ailing stock market, rising construction costs and even legal worries over moisture-induced mold are all factors. 

Homeowners insurance, once a competitive game, has turned upside-down. Insurers now look for reasons to drop customers, not keep them. A small claim, a complaint, or even an inquiry can disqualify a customer. In the wake of the fatal dog-mauling case in San Francisco, many insurers will disqualify or limit the policies of homeowners who keep certain breeds of dogs. 

Try collecting on that broken window or water-damaged floor and you risk being dropped when policy renewal time comes. State Farm, California's biggest home insurance provider, no longer takes new customers because future costs are too unpredictable. 

Insurers claim hurricanes, floods and the terrorist attacks drained reserves, but the drop in the stock market was especially painful. 

Insurance premiums pay claims but also go into stocks to earn the company more money. With market gains vanishing, firms are now forcing their customers to make up the difference. Is this market miscalculation fair to pass on to consumers? 

A new problem also has appeared on the radar screen. Mold, caused by burst pipes, leaky roofs or a damp basement, has scared insurers because of its unpredictable clean-up and health costs. A Texas jury recently awarded a homeowner $32.5 million in a mold case, a sum that has panicked insurers to exclude such claims in the future and boost premiums on current policies. 

These roiling conditions need attention. No one expects insurers to freeze prices and coverage forever. New risks and conditions should be recognized. Insurers complain that many homeowners now treat policies like a maintenance contract, asking for every repair to be made, when coverage is meant to guard against major, unforeseen accidents. 

But the blunt tactics used by firms must be examined and debated. As a bedrock sector of the insurance business goes through major changes, customers in California's regulated market are entitled to an explanation. 

It's time to ask where insurance rates and rules are headed. The state Department of Insurance needs to play an aggressive role. It will be up to Insurance Commissioner-elect John Garamendi, who takes office in January, to carry through on pledges to act as a consumer watchdog. 

The regulatory agency has allowed insurers to raise rates, and logged consumer complaints. But insurers are still free to drop or refuse customers who present an "increased hazard," a vague term that could include a tree- shaded house or a snarling Rottweiler. 

This passive state role should be dropped in favor of tougher scrutiny and policies that give consumers more, not fewer, options. 

Legislation may be needed to crack down on abuses. Laws could compel companies to contribute to a pool for consumers unable to find insurance. 

Homeowner insurance is a financial necessity, and wild swings in its cost, coverage and availability must be closely examined. 

The galling situation of paying more for less coverage will be aired at a hearing scheduled for Dec. 4 in Sacramento. The session called by state Sen. Jackie Speier, D-Hillsborough, who chairs the Senate Insurance Committee, should be an opportunity for all sides to examine the problem of runaway insurance costs. 

The state can't ignore its clear duty to investigate an industry that protects California homeowners. Consumers need to know what can be done to tame a runaway market. 


HOW CONSUMERS CAN FIGHT BACK

Faced with rising insurance costs and capricious reasons for being ropped or denied coverage, what can consumers do? Here are some tips: -- Raise your deductible to lower premiums. Rates should drop if homeowners, for example, pay the first $1,000 instead of $250 in claim costs. -- Start shopping right away if a carrier drops you. Waiting until the end to the 30- or 60-day grace period will limit your choices. -- Buy combined homeowner and auto insurance policies from one insurer to save money, but only after ascertaining you won't be dropped after switching. -- Curb your claims. Insurers may drop you for small or frequent claims. Save coverage for big problems. -- Complain to Sacramento. Contact the state Department of Insurance by phoning (800) 927-HELP or e-mailing 927HELP@insurance.ca.gov. State Sen. Jackie Speier, D-Hillsborough, who chairs the Senate Insurance Committee, can be reached at (916) 445-0503 or at senator.speier@sen.ca.gov. 


Homeowners insurance crisis hits North County

DAN McSWAIN (North County Times, October 13, 2002)
Staff Writer 

The state's largest home insurer, State Farm Insurance Co., has stopped accepting new customers. Others have raised premiums and adopted underwriting standards that bar renewal of policies if a customer makes a single claim. 

Worse, regulators say that some companies have used a database called CLUE, or Comprehensive Loss Underwriting Exchange, to shun homeowners for merely telling their agents about damage, without filing a claim under their coverage.  

Insurance executives respond that they are scrambling to boost premiums and reduce risk to maintain cash reserves required by Wall Street and state regulators.  

A key culprit, executives say, is a surge in costs to repair water damage from broken pipes and to kill resulting infestations of mold that grows in walls and ceilings. Officials have also seen a jump in the number of claims. 

Meanwhile, financial analysts say the industry has returned to profitability, but that the current "hard market" could endure for a year or more. 

California Department of Insurance officials and consumer advocates say they are mulling legislation to tighten regulations and to rein in premium increases. 

Losing coverage exposes a homeowner to enormous financial risk. And because mortgage lenders require insurance, being dropped by an underwriter can force families to scramble to keep their home. 

Consumer groups advise homeowners to shop aggressively among carriers. State officials urge consumers to report abuses to the Department of Insurance at (800) 927-4357. 

Last week, after a North County Times article described the CLUE database and reports of rising numbers of homeowners losing coverage, readers called to share their stories. Here are just a few: 

------ 

Susan Wu, a Poway homeowner, says that she has always fixed things herself. In 16 years with the same insurer, she never filed an insurance claim. 

But last month, she received a notice of non-renewal. The company said that her house was too close to brush, violating underwriting guidelines for fire hazard. 

"I can tell you that none of this is true," she said. "My house is surrounded by ice plant. I can see the fire station from my house, which is in the middle of Poway, a few streets from Poway Road." 

Calls to six competing companies brought refusals to insure her house. Now Wu says she is getting worried about finding coverage at all. 

"I'm very angry about this situation," she said. "They take my money for 16 years and then drop me for no reason. They are punishing me for no reason." 

------ 

Jeana Salaheddine, of Escondido, said that she filed an insurance claim to fix a water leak about five years ago. 

This year, another leak appeared. 

"They came out and told us it wasn't covered and didn't pay the claim, but then they canceled us," she said. 

"We filed a claim, now our policy is canceled," Salaheddine said. 

------ 

Alan Jones, who has a house in the hills of North Escondido, said that he also filed a claim about five years ago to fix a broken pipe. 

After State Farm sent him a hefty rate hike on auto insurance, Jones found a broker with a better deal. But when Jones tried to move his homeowners insurance, the broker told him that nobody would insure him because of the water claim. 

"It was the first claim in 40 years," Jones said. "I had problems, so I made a claim ... it's the reason we have insurance. 

"Had I known it would put me on a blackball list, I would have fixed it myself," he said. "Here I am on that list, what happens if me or my wife decide to sell that home?" 

------ 

After a single claim, Vista homeowner Jim Collins kept his insurance coverage but was slapped with a $500 increase in his premium. His resulting outrage prompted a first-hand experience with the CLUE database. 

During a late-night trip to the bathroom, Collins found that a water pipe had broken between the wall and the toilet, soaking the place. 

A call to his insurance company was followed by visits from a troupe of contractors to make repairs. 

"I was very careful not to run the bill up," Collins said. "They did stuff that I thought was a horrible waste of money." 

When a contractor wanted to replace carpet, Collins said he instructed them to dry it out. Suggestions to tear down the wallpaper were similarly rebuffed. 

Still, the final tally was high. And when the time came to renew the policy, the company's $500 increase lifted Collins' total premium above $1,000 a year. 

"So I called a number of other companies and they all said, 'You've had a claim, so we won't touch you.'" 

"I've never had a water pipe break like this and I have insured all my homes all my life," he said. "I'm 75 years old and you are looking at me like I committed a crime." 

------ 

Lynda Luce said that she and her husband were rejected by their insurer after they tried to get coverage for a brand-new home in Carlsbad. The reason ---- the couple filed a claim two years ago after someone broke into their motor home, which was parked beside their old house. 

The damage had been minor, she said, maybe $700. 

"My husband and I are just up in arms," Luce said. "They said, 'It was because you had a claim. If you are buying a new home, one claim within three years boots you out of the system.'" 

But Luce had a happy ending ---- her insurance agent found her a policy with another underwriter, at a reduced premium. 

------ 

In the first article, the story was told of Vista resident Dave Swaffer; his story bears repeating. 

Swaffer says that he filed a series of claims to fix a broken pipe in his foundation because, his plumber insists, State Farm failed to repair it correctly the first time. 

Later, the company refused to renew his policy, despite pressure from the Department of Insurance after Swaffer complained to state officials. 

"There is no law that prohibits them from non-renewal for multiple claims," he said. "But we wouldn't have had multiple claims if they had fixed it right the first time." 

A four-month search for replacement coverage brought rejections from 46 companies. 

He finally landed coverage from an Arizona company, but he is concerned that the firm is not licensed in California. 

Swaffer's annual premium jumped from $700 to $3,600, his deductible shot to $5,000 per claim, and the policy is riddled with exclusions. 

Insurance blacklisting has to stop

North County Times (October 27, 2002)
Editorial 

The giant companies that dominate California's homeowners' insurance industry are playing with fire. If they do not clean up their act they may end up burning themselves, as angry voters demand that the state crack down on insurers' questionable practices. 

Homeowners' insurance rates in California have skyrocketed this year, but higher premiums are not the main problem. Any industry adjusts the cost of its services to enable itself to make a profit. 

But insurance companies in California are blacklisting clients, dropping clients for requesting the service they have paid for, and even blacklisting their homes if a client files two claims within five years. Companies are canceling policies of clients who simply inquire about filing a complaint. 

That sounds unethical. A spokesman for the California Department of Insurance says it may not even be legal. 

As North County Times reporter Dan McSwain has revealed in a series of stories, insurers use a shared database to track claims filed by policyholders. If a homeowner files two claims within five years, regulators say, the company may raise rates or cancel the policy ---- whether they pay the claims or not. A single claim can trigger such treatment. 

Jeana Salaheddine of Escondido called her insurer to report a water leak, "They came out and told us it wasn't covered and didn't pay the claim, but then they canceled us," she said. And Alex Jones of North Escondido found it impossible to transfer the insurance policy on his house because he filed a claim for a broken water pipe about five years ago. "It was the first claim in 40 years," Jones said. 

Jones and Salaheddine are not alone. The big insurance companies appear to be following in the ignoble footsteps of the electricity producers and big oil companies that are gouging Californians for billions of dollars through exerting their market power. 

Three insurance companies ---- State Farm, Allstate and Farmers ---- together control more than half of California's homeowners' insurance market. Any movement they make reverberates throughout the state, where just eight companies control 73 percent of the market. And the shared claims database enables any company to flag some homeowners as high-risk ---- even if the company refuses to pay the claims. 

The industry also flags houses as high-risk. And since banks require homes to be insured, the insurance companies are effectively making it impossible for some people to buy houses, or to sell the houses they have bought. 

That's an enormous amount of power, and the insurance companies are abusing it. 

The shared database, the Comprehensive Loss Underwriting Exchange, is used by 90 percent of the nation's insurance companies. By treating clients' claims as a trigger to be put on a blacklist, the companies have effectively created an anti-competitive cartel, a monopolistic practice that would not be tolerated in most industries. 

It's time for the state of California to take a look at this. The state might well ask, is it reasonable ---- should it even be legal? ---- to grant rate hikes to companies that already are making healthy profits and have money in the bank? 

It could deny insurers the right to set premiums at below cost in an attempt to build market share, the better to gouge clients later. 

It could regulate the amount of money insurers are permitted to invest in risky ventures such as stocks, instead of government bonds. 

The insurance industry will not like this, but it has created the need for it. Insurers had a difficult year in 2001, but they are making up for it quickly. The property and casualty insurance industry posted $5.5 billion profits in the first quarter of this year, according to industry analyst Weiss Ratings Inc. Such a hugely profitable industry should not be allowed to deny Americans the ability to own or sell a home. Unless it voluntarily stops its blacklisting, the industry is simply asking for tighter regulation. 

      Selected Stories From Consumers 

1.
How long with your present insurance company?  20-25 years. 

2.
Which one?  A major company.

3.
Are you being declined coverage from the current carrier, getting a price increase, or are you getting a price increase because it's now a new carrier?  What is the explanation that the insurer has given you regarding why they either will not insure you or why the rate has gone up so dramatically?  The homeowners were not given a reason for the dramatic increase in their premium.  Their insurance company sent out a survey last year.  The survey inquired about the age of the home's electrical and plumbing system.  The house is over 50 years old.  

4.
Which companies are you considering and which have offered you coverage?  The homeowners have not yet started shopping for other offers.

5.
Have you made claims?  Did you make inquiries that were treated as claims?  No claims in the last 12 years.  Twelve years ago the homeowner's policy paid out $125 for dog bite.  The homeowner maintains that they never call their insurer with questions regarding their homeowners coverage.  



a.
If yes to "claims," what type and how much was the claim for and how much was paid?

6.
If no claims and no inquiries, were you offered renewal?  The homeowners were offered insurance but at much higher rate.


At what price before and after?  Homeowners premium had been $400.  This year $663.  (More than a 60% increase.)

7.
Did anyone mention to you that your credit was somehow influencing whether you were being offered homeowners insurance, did anyone use the words credit score or homeowners insurance score?

The homeowner did not know anything about it.

1.
How long with your present insurance company?   Approximately 4 years. Policy expired October 30, 2002.  The property is a 5 bedroom, 3,000 sq. foot residential care home.  The policyholder cares for developmentally disabled individuals.  

2.
Which one?  Smaller company, out of state headquarters.  

3.
Are you being declined coverage from the current carrier, getting a price increase, or are you getting a price increase because it's now a new carrier?  Policy expired and company declined to insure.  The policyholder contacted an insurance broker who offered coverage through a new insurer.  The new policy was offered through a different company, with liability through yet another company (two companies total).  The premium offered is $8.243.75.  The property had previously been covered by a premium that had cost $2,600/year.

4.
Which companies are you considering and which have offered you coverage?  A longtime famous carrier refused to offer coverage.  A company headquartered in Japan said come back in 3 years.  The policyholder did try other companies but no one has returned their call.

5.
Have you made claims?  Did you make inquiries that were treated as claims?

A major fire in June caused $300,000 in damages.  The fire started in the laundry room.  The likely cause of the fire was a faulty gas water heater.  



a.
If yes to "claims," what type and how much was the claim for and how much was paid?  Insurer paid all of the repairs.  

6.
If no claims and no inquiries, were you offered renewal?


At what price before and after?  Prior policy was $2,600.00/year.  A new policy is being offered at $8,243.75.

7.
Did anyone mention to you that your credit was somehow influencing whether you were being offered homeowners insurance, did anyone use the words credit score or homeowners insurance score?  Consumer owns her home free and clear.

1.
How long with your present insurance company?  Nearly 20 years.

2.
Which one?  Major company

3.
Are you being declined coverage from the current carrier, getting a price increase, or are you getting a price increase because it's now a new carrier?  What is the explanation that the insurer has given you regarding why they either will not insure you or why the rate has gone up so dramatically?  The homeowner called their insurer several times with inquiries.  Several years ago a limb fell and caused damage to gutters.  Recently, the homeowner asked for and received a print-out from CLUE.  The homeowner notes that the limb incident was listed.

4.
Which companies are you considering and which have offered you coverage? 

The only offers of coverage have come from surplus lines carriers.

5.
Have you made claims?  Did you make inquiries that were treated as claims?  Yes, see above.



a.
If yes to "claims," what type and how much was the claim for and how much was paid?  $1,000 for limb damage.

6.
If no claims and no inquiries, were you offered renewal?


At what price before and after?  Was $1300/year.  Never received an offer this year.  Now, getting quotes from surplus lines carriers in the $3200 range.

7.
Did anyone mention to you that your credit was somehow influencing whether you were being offered homeowners insurance, did anyone use the words credit score or homeowners insurance score?  Not an issue as far as the consumer knows.

1.
How long with your present insurance company?  Since at least 1997

2.
Which one?  Major company

3.
Are you being declined coverage from the current carrier, getting a price increase, or are you getting a price increase because it's now a new carrier?  What is the explanation that the insurer has given you regarding why they either will not insure you or why the rate has gone up so dramatically?

Condominium owner.  The policyholder is one of four residents in a condominium complex.  All four condominium owners jointly insure the building from hazards such as fire and water.  Last year the property was insured for $1.2 million and the premium was $2001.00 with $1,000 deductible.  This year, the policyholder has been offered a premium costing $3,355.00 with no changes to coverage.  

The insurer told the policyholder that the events of 9/11 hit insurers hard, that the rising cost of doing business has made it difficult for insurers, and that increasing claims costs are taking a bite out of profits. 

4.
Which companies are you considering and which have offered you coverage?

5.
Have you made claims?  Did you make inquiries that were treated as claims?  September, 2001, drunk driver lost control of car and drove into building.  The homeowner's insurer charged the driver's insurance company.



a.
If yes to "claims," what type and how much was the claim for and how much was paid?

6.
If no claims and no inquiries, were you offered renewal?


At what price before and after?

7.
Did anyone mention to you that your credit was somehow influencing whether you were being offered homeowners insurance, did anyone use the words credit score or homeowners insurance score?

No answer.

1.
How long with your present insurance company?  Since 1984.

2.
Which one?  Major carrier

3.
Are you being declined coverage from the current carrier, getting a price increase, or are you getting a price increase because it's now a new carrier?  What is the explanation that the insurer has given you regarding why they either will not insure you or why the rate has gone up so dramatically?

Seeking to purchase a new home and were turned down by their existing company.  The homeowners were told that the denial was a result of claims that they filed at their previous residence.  Consumer had to "scramble " to acquire insurance in order to close escrow.  

4.
Which companies are you considering and which have offered you coverage?

Switched to a major auto carrier with a smaller market share in homeowners.  

5.
Have you made claims?  Did you make inquiries that were treated as claims?  Had filed a claim regarding water damage to previous residence.



a.
If yes to "claims," what type and how much was the claim for and how much was paid?

Approximately $5-6,000.

6.
If no claims and no inquiries, were you offered renewal?


At what price before and after?

7.
Did anyone mention to you that your credit was somehow influencing whether you were being offered homeowners insurance, did anyone use the words credit score or homeowners insurance score?

No answer.

Appendix  A

California Homeowners Insurance 

SECTION 1:

Time Saving Tips  

You can save time by using the Department of Insurance website to obtain approximate prices for homeowners insurance in your area.  Information about complaints about various carriers is also available online. Here are five steps to save time shopping for homeowners insurance:





Step #1:
Get a general idea of premiums for homes in your area 




www.insurance.ca.gov/docs/FS-Surveys.htm
Step #2:
Print the list, and circle companies offering premiums that you might be able to afford

Step #3:
How are these companies ranked by the California Department of Insurance based upon justified complaints?



       www.insurance.ca.gov/docs/FS-ComplaintStudy.htm
Step #4:
Call companies (using the phone numbers, below) that have the right mix of price/justified complaints to suit your needs, and recognize that price and justified complaints are only two pieces of information upon which to evaluate an insurance company.  In addition, only some of the insurance companies in California are included in the premium survey, so many other companies may also be available to insure your home.

The amount of available coverage, insurer financial stability, your relationship with an agent/broker, and other “intangibles” should also be part of your evaluation of an insurer.  Unfortunately, some insurers may decline to offer coverage based upon prior claims or the age of a home, etc.  However, an insurer may not decline to offer you insurance based upon your “credit score” or your “insurance score.”  If an insurer or an agent/broker advises you that you will not be offered homeowners insurance because of your credit score/insurance score, please notify the California Department of Insurance at 1-800-927-4357.  Please note that an insurer may decline to offer you a time-payment plan based upon your credit score.  The financial strength of insurers is often available through A.M. Best online at www.ambest.com or Weiss Ratings online at www.weissratings.com or you may access this information through the reference desk of a local library.

Step #5:
Call an independent agent/broker to see if you can obtain coverage from other insurers not listed above.



SECTION 2:  

Phone Numbers

Nearly 150 insurers offer homeowners coverage to California consumers. Some of these companies may require you to contact a local agent/broker. You should also consider using an independent agent/broker to locate coverage for your home.  Check the Yellow Pages for independent agents and brokers in your area.  Quotes may also be obtained by using Insweb.com, Quotesmith.com, Yahoo Finance, and other web-based quotation services.

Want to learn more about a company listed below?  Use the California Department of Insurance website at www.insurance.ca.gov.  Information about 50 major carriers and the “Justified Complaint Ratio” is available at www.insurance.ca.gov/docs/FS-ComplaintStudy.htm . You can also learn about a company by using major search engines such as Google or reading about the company in www.insurancenewsnet.com.   

ACCEPTANCE INDEMNITY




800-228-7217

AUI INSURANCE






888-244-2736

ALLIED PROPERTY & CASUALTY INS. CO. 


800-634-7351

ALLSTATE INSURANCE COMPANY (Member, CEA) 

800-386-6126

AMCO INSURANCE COMPANY




800-634-7351

AMERICAN BANKERS 





800-852-2244

AMERICAN CASUALTY OF READING PA.


800-262-7161

AMERICAN EQUITY SPECIALTY CO.



800-991-5334

AMERICAN FAMILY HOME INSURANCE


800-543-2644

AMERICAN FEDERATION INSURANCE CO.


800-527-3907

AMERICAN INSURANCE COMPANY



800-527-5787

AMERICAN INTERNATIONAL INSURANCE


800-241-1188

AMERICAN MANUFACTURERS MUTUAL INS. CO.

800-833-0355

AMERICAN MODERN HOME INSURANCE CO.


800-543-2644

AMERICAN NATIONAL PROPERTY AND CASUALTY
800-333-2860

AMERICAN RELIABLE INSURANCE COMPANY

800-535-1333

AMERICAN STATES INSURANCE CO.



800-831-1147

AMERICAN STERLING





888-455-2742

AMEX ASSURANCE





800-842-3344

AMICA MUTUAL






800-242-6422

ARMED FORCES INSURANCE EXCHANGE (Member, CEA)
800-255-6792

ASSOCIATED INDEMNITY CORPORATION


800-663-7007

BALBOA INSURANCE





800-854-6115

CALFARM INSURANCE COMPANY



800-388-9963

CALIFORNIA CAPITAL INSURANCE COMPANY

800-682-9255

CALIFORNIA CASUALTY INSURANCE COMPANY

800-800-9410

CALIFORNIA FAIR PLAN (Hard to insure homes/special rules,


Member- CEA
)


800-339-4099

CALIFORNIA STATE AUTO ASSN. (CSAA, Member- CEA)
800-992-8228

CENTRE







800-471-3179

CENTURY-NATIONAL INSURANCE COMPANY

800-733-0880

CHURCH INSURANCE CO.




800-223-6602

CHURCH MUTUAL






800-542-3465

CIVIC PROPERTY AND CASUALTY INSURANCE CO.

800-242-5592

CIVIL SERVICE EMPLOYEES INSURANCE CO.

800-282-6848

CLARENDON/ARROWHEAD GENERAL AGENCY

800-333-5553 x 6931

CNA/ENCOMPASS (Member, CEA)



800-262-7161

COMMERCIAL UNION INSURANCE COMPANY

800-854-1415

CONVERIUM INSURANCE




800-294-9242

CSE SAFEGUARD






800-282-6848

DANIELSON NATIONAL 





800-624-4104

DEPOSITORS INSURANCE CO.




800-247-0363

DIAMOND STATE INSURANCE CO.



800-333-0352

EAGLE WEST






800-682-9255

ELECTRIC INSURANCE CO.




800-227-2757

EXACT PROPERTY AND CASUALTY



800-242-5592

EXPLORER INSURANCE COMPANY



800-877-1111

FARMERS INSURANCE EXCHANGE (Member, CEA)

323-932-3200

FEDERAL INSURANCE COMPANY



800-252-4670

FEDERATED MUTUAL





800-533-0472

FIDELITY AND DEPOSIT COMPANY OF MARYLAND
800-382-2150

FIDELITY AND GUARANTY INSURANCE UNDERWRITERS 800-832-2323

FIDELITY NATIONAL





888-333-2120

FIRE INSURANCE EXCHANGE




323-932-3200

FIREMAN’S FUND INSURANCE COMPANY


800-527-5787

FIRST AMERICAN PROPERTY & CASUALTY


888-922-5343

FIRST AMERICAN SPECIALTY INSURANCE CO.

800-756-9100

FIRST COMMUNITY INSURANCE CO.



800-627-0000

FIRST NATIONAL INSURANCE CO.



800-544-2614

FLORISTS MUTUAL





800-851-7740

FOREMOST INS. CO. OF GRAND RAPIDS MICHIGAN

800-527-3905

GENERAL ACCIDENT INSURANCE CO.



800-888-0995

GENERAL ELECTRIC PROPERTY & CASUALTY

800-523-4040

GENERAL SECURITY INSURANCE CO.



800-326-3299

GENERAL STAR NATIONAL INSURANCE CO.


800-431-9994

GEOVERA INSURANCE CO.




800-324-6020

GLOBE INDEMNITY





800-523-6269

GRANGE INSURANCE ASSOCIATION



800-247-2643

GREAT AMERICAN ALLIANCE




800-972-3008

GUIDEONE MUTUAL INSURANCE COMPANY


800-247-4176

HANOVER







800-955-8850

HARTFORD CASUALTY INSURANCE COMPANY

800-243-5860

HARTFORD UNDERWRITERS INSURANCE CO.

800-624-5578

HAWAIIAN INSURANCE & GUARANTY


800-444-2955

HORACE MANN PROP. & CAS. INS. CO.



800-999-1030

INDEMNITY INSURANCE COMPANY



800-352-4462

INSURANCE COMPANY OF NORTH AMERICA

800-352-4462

LIBERTY MUTUAL FIRE INSURANCE CO. (Member, CEA)
800-262-8238

LUMBERMANS MUTUAL CASUALTY CO.


800-833-0355

LYNDON PROPERTY INSURANCE CO.



800-950-6060

MARKEL INSURANCE CO.




800-431-1270

MERCED MUTUAL






800-348-6747

MERCURY CASUALTY COMPANY (Member, CEA)

800-824-6194

MERITPLAN INSURANCE CO.




800-854-6115

METROPOLITAN DIRECT





800-638-4208

MIC GENERAL INSURANCE CORP.



800-642-6464

MICHIGAN MILLERS MUTUAL INS. CO.


800-888-1914

MODERN INSURANCE CO.




800-544-3229

MUTUAL SERVICE CASUALTY INS. CO.


800-544-3229

NATIONAL CASUALTY COMPANY



800-423-7675

NATIONAL GENERAL INS. CO.




800-847-6442

NATIONWIDE MUTUAL FIRE INSURANACE CO.

800-523-7828

NEIGHBORHOOD SPIRIT PROP. & CAS. CO.


888-441-3228

NEW HAMPSHIRE INSURANCE COMPANY


800-843-9600

NEWPORT INSURANCE





800-854-6115

NORTHERN INSURANCE COMPANY OF NY


800-382-2150

NORTHLAND INSURANCE CO.




800-237-9334

ONEBEACON AMERICAN INSURANCE CO.


800-854-1415

OREGON MUTUAL INSURANCE COMPANY


800-888-2141

PACIFIC INDEMNITY INS. CO.




800-248-2275

PACIFIC NATIONAL





800-873-6644

PACIFIC PROPERTY AND CASUALTY



800-333-2860

PACIFIC SELECT INSURANCE COMPANY


800-774-1012

PACIFIC SPECIALTY INSURANCE COMPANY


800-828-3003

PENNSYLVANIA GENERAL




800-888-0995

PHILADELPHIA INDEMNITY




800-564-7766

PRUDENTIAL (Member, CEA)




800-864-3603

REDLAND INSURANCE CO.




800-742-6837

REPUBLIC WESTERN INS. CO.




800-858-0317

RESIDENTS MUTUAL INSURANCE COMPANY

800-234-2103

ROCKY MOUNTAIN FIRE AND CASUALTY


800-247-2643

ROYAL INDEMNITY





800-523-5451

ROYAL INSURANCE CO.





800-858-1950

SAFECO INSURANCE COMPANY OF AMERICA

800-332-3226

SAFECO INSURANCE COMPANY OF ILLINOIS

800-437-3682

SEQUOIA







800-227-8642

SOMPO JAPAN INS. CO. OF AMERICA



800-444-6870

SOUTHERN CALIFORNIA AUTOMOBILE CLUB

(Member, CEA)


800-924-6141

STANDARD FIRE INSURANCE COMPANY


800-243-0185

STATE FARM INSURANCE CO. (Current customers only,

 Member, CEA)  

714-241-1000

TOPA INSURANCE






800-949-6505

TRAVELERS PROPERTY & CASUALTY COMPANY

860-277-0111

UNIGARD INDEMNITY 





800-777-0765

UNITED SERVICES AUTO ASSOCIATION (Members only,

     Member, CEA)
800-531-8100

UNITED STATES FIDELITY AND GUARANTY


800-873-2634

VALIANT INSURANCE CO.




800-382-2150

VALLEY INSURANCE CO.





800-456-6343

VIGILANT INSURANCE CO.




800-252-4670

WAWANESA GENERAL INSURANCE CO.


800-640-2920

WESTERN HOME INS. CO.





800-999-3464

WESTERN MUTUAL INSURANCE COMPANY


800-234-2103

WORKMEN’S (Member, CEA)




800-697-6117

This information was extracted from the California Department of Insurance website as of November 19, 2002.  Some listed insurers may not be offering insurance at this time. To report an error on this list or to add or delete insurers, please e-mail Senator.Speier@sen.ca.gov.  To file a consumer complaint with the California Department of Insurance, call 1-800-927-4357. 

  $$

SECTION 3:

Money Saving Tips

Here are some money saving tips from Yahoo Finance, Insure.com, agents/brokers, and homeowners:


1.
Shop a lot.  Most consumers focus on a few “name brand” companies because they feel comfortable with the reputations of these companies.  While name brand may be an indicator of both value and the claims paying philosophy of an insurer, smaller carriers also offer substantial value.  Prices vary substantially.  Take the time to shop. Since most homeowners stay with their companies year in and year out, it’s worth it to do a substantial search before settling on a new carrier.


2.
Raise your deductible.  Let’s face it:  do you really need homeowners insurance to pay for a $200 window repair or do you need it to pay for larger claims for damage related to wind, fire or water damage?  Increasing your deductible from $250 to as much as $1,000 per claim can reduce your premium substantially—between 12% to 24% according to Insure.com. Insurance claims happen, and you shouldn’t feel pressured to set a larger deductible than you can reasonably afford to pay if a loss happens. However, check your home loan before you set a deductible.  Lenders will require that insurance cover a given percentage of the combined value of the home and land or have a maximum deductible to meet the requirements of your mortgage.

3.
If your coverage is inadequate or expensive, and you need additional options, consider finding a different carrier and then canceling your existing coverage mid-term.  Many consumers are complaining about not being able to keep their insurance, and most would never cancel their own homeowners insurance mid-term. In fact, insurers may penalize you by returning only a part of your premium (also known as “short-rating”) if you fail to keep your insurance in force for the entire term of the policy.  

However, consumers do have a choice.  If you find a better value somewhere else and it makes sense to cancel mid-term, get started with another carrier and then cancel your existing policy.  Be sure your new coverage is in force before canceling and wait about 30 days after the new policy starts before canceling the old one. In rare cases, an insurer will notice something in the industry database (see CLUE, #8, below), and cancel the new coverage.  It may be particularly important to cancel mid-term if your new carrier is offering a steep discount on your homeowners coverage to customers who buy both home and auto from the carrier.  These discounts can be substantial, and it then becomes a question of whether it’s worth it to switch.

If you have coverage under the FAIR plan, be extra careful. Be certain that your new carrier understands that you are currently insured with the FAIR Plan, and that the new company understands why you are with FAIR- i.e. brush hazard or simply turned down three times by other insurers.  Keep all written (and e-mail) comments by the insurer or the insurer’s underwriter should a disagreement develop about whether or not you told your new carrier about all the risks associated with your home.  

Finally, the insurance industry will tell you that staying with a carrier for a long time may also have a value for some low risk homeowners.  It could be true.  If insurance prices increase substantially and insurance companies become more “picky” about who they accept, then your company may be one that allows a certain number of claims before you are non-renewed as a customer.  In short, ask your existing company some simple questions before dropping them:  1)  How many claims/how large a claim can I file and still keep this insurance?; 2)  Are you willing to work with me to either get the premium reduced or to explain why you’re better than the other company?  A good agent/broker should be able to answer these questions easily.  If you’re dealing with a lesser-trained representative of the company, you may have a tough time getting straight answers and in the end may not be able to tell if staying or switching is a good idea.


4.
Ask your friends, co-workers, neighbors and family members who they have as insurers.  You’ll be surprised by the answers.  Perhaps some have had claims paid by the carrier and can offer advice based upon their experiences.


5.
Definitely consider combining your auto insurance with your homeowners insurance.  Seriously consider companies that also offer life insurance. While carriers often won’t offer a discount on your auto insurance if you also buy homeowners coverage, many carriers offer steep discounts on homeowners coverage if you also have auto or life coverage.  Before putting “all your eggs in one basket,” however, check the insurer’s financial rating over time and recognize that you could be with the carrier for many years, particularly if you buy life insurance.  There’s a rational argument for diversifying slightly and avoiding the life insurance, but this is basically a question about whether or not you, as a consumer, trust the company and its finances.  


6.
Take reasonable steps to minimize the risks of loss.  Consider the tradeoffs of, for example, installing a burglar alarm or continuing to go without coverage.  Some carriers will offer substantial discounts for burglar alarms.  Do you have a shake roof?  While it’s attractive, it can also be costly to insure.  Consider changing it when it wears out if it will enhance fire safety and reduce the risk of loss.  As you’re shopping for homeowners insurance, ask for an estimate based upon shake vs. composition or tile. If you live in a high fire zone, many carriers won’t even consider offering you insurance unless you’ve created “defensible space” around your home—rock and other noncombustible landscaping to stop fires in their tracks and to give firefighters a chance to defend your property. Does your home have deadbolts, smoke detectors, a smoker in the house or even a sprinkler system?  Have you upgraded the wiring—if so, you could be eligible for a discount.  Are you going to need an umbrella liability policy?  Take reasonable steps to minimize risks and you’ll minimize your premiums.  


7.
Do you need earthquake insurance as well as homeowners coverage?  The California Earthquake Authority is the source of coverage for nearly 800,000 California homeowners and you can get a rough estimate of the price you will pay for coverage on your property by using the CEA “premium calculator” at:

http://www.earthquakeauthority.com/rates/rates.html#top

To obtain a CEA policy, you will have to purchase your homeowners policy through a CEA-member company.  As of November 2002, these are the CEA-member companies:

Allstate Insurance Company

                        Armed Forces Insurance Exchange

                        California FAIR Plan

                        CSAA

                        Encompass Insurance (formerly CNA)

                        Farmers Insurance Group

                        Homesite Insurance of California

                        Interinsurance Exchange of the Automobile Club

                        Liberty Mutual

                        Merastar

                        Mercury

                        Prudential

                        State Farm Insurance

                        USAA

                        Workmen's Auto Insurance

The CEA is not the only company offering earthquake coverage.   All insurers offering homeowners insurance must offer their own earthquake insurance or the earthquake insurance of another company or CEA coverage.  There are only a few CEA companies (above).  If you would like to receive a quote for earthquake insurance from a non-CEA company, simply examine the companies in Section 2 (1-800 numbers), and obtain a quote for both homeowners and earthquake insurance from any company that is not in the CEA.  

This is one more time when it pays to shop the market.  One insurer’s homeowners policy may, for example, be slightly more costly than another’s.  However, earthquake insurance through the higher-priced company may be significantly less--- it just depends.  Remember:  All homeowners companies must offer you earthquake insurance when you first buy homeowners insurance, and all companies must offer their existing customers earthquake insurance at least every two years.  

8.
Get a clue about CLUE.  CLUE stands for Comprehensive Loss Underwriting Exchange.  It’s an industry database used by most homeowner carriers, and it contains information about most claims that you’ve made on a homeowners policy (and other types of claims as well) during the past five years, and sometimes information about any claims made on your existing home even before you owned it! Unfortunately CLUE, in combination with your insurance company’s underwriting guidelines, can impact your options about premiums and coverage dramatically.

For example, a homeowner made a claim for water damage and was paid about $300.  A few months later, the homeowner didn’t submit a claim but called to report water damage (the insurance policy requires that the insurer be notified).  The agent opened a claim (without telling the homeowner) and the company declined to pay for the damage.  CLUE now records two water damage claims on that property by that homeowner.  In the current insurance market in California, this homeowner was turned down by most major insurance carriers and may end up being insured by the FAIR Plan (at very high prices for basic coverage).  


Whenever you contact your agent/broker/company, be crystal clear about whether you want to make a claim.  You can even ask about what’s already in your CLUE record. Consumers can correct/or enter their own version of facts into CLUE’s database by contacting CLUE at (888) 497-0011.  If you believe that you have been treated unfairly by your insurer or your agent/broker because a claim was opened when you were only making an inquiry, and you can’t get your record corrected to your satisfaction, consider filing a complaint with the California Department of Insurance by calling 1-800-927-4357.

9.
Group discounts/senior discounts.  If you’re fortunate enough to be a member of an association that has arranged for group rates, consider this insurance as a viable option and don’t just toss the envelope-stuffer.  The underwriting guidelines on group insurance (the rules about who gets covered) may be more favorable towards you when you’re in a “group” than when you are simply applying as a single homeowner.  Seniors generally get better rates on homeowners coverage and they should ask all carriers if a seniors discount is available.

10.
Don’t wait until the last minute to start shopping! State law requires that insurers give you notice that they are “non-renewing” your policy, and if the company is going to renew at much higher prices then you’ll still need time to shop.  Most consumers have more important things to do, but insurance is a key requirement of all mortgages.  Shop early and aggressively.  Don’t end up feeling like you’ve been backed into a corner because you waited until the last minute.  Here’s a simple way to get started:

a.  Date your homeowners policy will be renewed:

____________________

b.  Three months before this date:



____________________

c.   On the date noted on line b, you will:
1.  Surf the web looking for basic quotes, including using the Department of Insurance website at www.insurance.ca.gov (a public librarian can also help you do this).


2.  Look at your auto coverage to decide if you’re willing to switch/or combine coverage into one insurer.


3.   Look at your ceiling to see if you have smoke detectors in each bedroom and the main living rooms, and make a run to the hardware store if you don’t (don’t forget the batteries).


4.    Call your current company (agent-broker) for a heart-to-heart about whether your coverage will be renewed;


5.    Consider installing dead-bolt locks and taking reasonable steps to reduce risks.

11
Surplus lines coverage.  Most consumers want all their homeowners insurance from one company.  Sometimes, this isn’t possible and additional liability coverage, for example, may have to be purchased from a “surplus lines” company.  Surplus lines is an insurance industry/statutory term of art for an insurance company that offers insurance in California, but it isn’t regulated directly by the California Department of Insurance.  Contract disputes may or may not be adjudicated in a California court, and generally won’t be.  

However, the insurance company has agreed to be examined by the California Surplus Lines Association, and to abide by the standards and practices of that Association.  The benefit for the company is that reputable surplus lines brokers will sell the insurance to the right customers, usually businesses.  However, homeowners coverage and additional liability coverage for consumers might be obtained through surplus lines companies depending upon whether the coverage has been added to a list established by the Insurance Commissioner. Check with your lender, and any other insurer that you also use, to ensure that surplus lines coverage will not interfere with/will satisfy any existing contracts that you may have.  Coverage offered through surplus lines, as well as a surplus lines broker near you, can be located by calling the Surplus Lines Association at (415) 434-4900 or by visiting the website at www.sla-cal.org. 
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PRIVATE
Dwelling Coverages 

The FAIR Plan offers a basic property insurance policy that may include some of the following features (the FAIR Plan policy provides coverage for certain perils only named in the policy): 

Fire coverage for the structure and appurtenant structures – Replacement Cost may be requested for the building structure(s) - if underwriting requirements are met. 

Fire coverage for the personal property or personal property of others; 

Extended Coverage (if ordered) for both structure and personal property; perils include damage caused by: wind, hail, aircraft damage, riot, vehicle damage, explosion & smoke 

Vandalism & Malicious Mischief (V&MM) (if ordered)for both structure and personal property; this optional insurance does not cover glass breakage, or the actual theft of property. 

Optional Endorsements Available 

Replacement Cost coverage pays up to the policy limits. Replacement cost may be requested for buildings only- it is issued only if underwriting requirements are met.Replacement Cost coverage for personalproperty/contents is not available.  Building Code Upgrade endorsement is available for residential properties containing 1-4 units. The property must qualify for Replacement Cost to obtain this coverage. 

Increased Cost of Construction endorsement is available for residential properties only. The property must qualify for Replacement Cost to obtain this coverage.  

Additions, Improvements & Alterations coverage is available for condominiums. 

Trees, Plants & Shrubs (with or without windstorm/hail perils) coverage is available for residential properties (1-4 units) only. 

Radio & Television Antennas, Awnings, Canopies & Signs coverage for windstorm and hail is available for residential properties (1-4 units)only. 
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RANK�
INSURER�
FILING STATUS�
MARKET SHARE �
PUBLIC NOTICE�
% RT CHNG REQ�
% RT CHNG APPVD�
GROUP WRITTEN PREMIUM�
�
4   (5.2%)�
CSAA�
APPROVED�
4�
1-Jun-01�
6.9�
6.9�
208,229,733�
�
�
"�
APPROVED�
4�
24-May-02�
21.1�
18.8�
�
�
5   (3.4%)�
SOUTHERN CALIFORNIA AUTO CLUB�
APPROVED�
7�
16-Nov-01�
0.3�
0.3�
135,243,663�
�
�
"�
APPROVED�
7�
7-Jun-02�
6.5�
6.5�
�
�
�
"�
PENDING�
7�
11-Oct-02�
6.9�
�
�
�
�
"�
APPROVED�
7�
18-Jan-02�
6.6�
6.6�
�
�






RANK�
INSURER�
FILING STATUS�
MARKET SHARE �
PUBLIC NOTICE�
% RT CHNG REQ�
% RT CHNG APPVD�
GROUP WRITTEN PREMIUM�
�
1 (22.8%)�
STATE FARM�
APPROVED�
1�
21-Sep-01�
6.9�
6.9�
911,279,514�
�
�
"�
PENDING�
1�
30-Aug-02�
6.9�
�
�
�
�
"�
PENDING�
1�
25-Oct-02�
6.9�
�
�
�
�
"�
APPROVED�
1�
22-Feb-02�
6.7�
6.7�
�
�
�
"�
APPROVED�
1�
18-Jan-02�
6.9�
6.9�
�
�
2 (19.8%)�
FARMERS�
APPROVED�
2�
28-Sep-01�
5�
5�
723,391,953�
�
�
"�
APPROVED�
2�
4-Jan-02�
6.9�
6.9�
�
�
�
"�
APPROVED�
2�
13-Apr-01�
6.9�
6.9�
�
�
�
"�
APPROVED�
2�
31-May-02�
15.9�
13�
�
�
�
"�
APPROVED�
2�
31-Aug-01�
6.9�
6.9�
�
�
3 (14.4%)�
ALLSTATE�
APPROVED�
3�
26-Oct-01�
22.3�
18.5�
576,619,321�
�
�
"�
HOLD�
3�
5-Jul-02�
6.9�
6.9�
�
�






Note:  These tables were extracted from more detailed tables supplied to the committee by the Department of Insurance.  Additional information concerning topics such as “base rate relativities,” rate variation by territories, etc. may also be relevant to explain these figures with respect to a given carrier.  The department’s personnel will be available to answer committee questions during the hearing. 











� Unless otherwise noted, the data presented in this background paper were gathered from the Department of Insurance (DOI) website. 


� Some carriers operate under multiple names, and therefore the number approaches 150 – 160 with these duplicate/family companies.


� Percentages differ slightly from DOI website due to rounding.  The complete report can be found at http://www.insurance.ca.gov/docs/FS-Looking.htm.


� Chicago Tribune, November 27, 2002, “Bush Signs Insurance Aid Bill.”


� Insurance Code Section 790 et seq. and related regulations.


� http://www.choicetrust.com/xsl/faq/choicetrust/p-insurance-faq.htm


� Ibid.
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