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Have insurers doing business in Florida established
policies designed to underpay all homeowner property
insurance claims by their policyholders? Have insurers
colluded to boost premium rates?

“Recent news stories have revealed that some insur-
ers doing business in Florida allegedly have proce-
dures in place to pay policyholders, regardless of the
circumstances of the claim, regardless of the extent
of possible damages, the least amount possible,” says
Steven Wittmer, a board-certified Sarasota attorney.

Meanwhile, as insurers summarily drop thousands of
Florida homeowners, property insurance premiums
continue to climb at seemingly exponential rates.

“It appears that now, more than ever, in this chaotic
regulatory environment, Florida residents need a quali-
fied, experienced attorney at their side when insurers
don't honor legitimate claims on their policies.”

The Battle Is Joined

Florida legislators and insurance regulators, feeling
betrayed by insurers following the latest in a series of
legislative and regulatory fixes designed to mitigate
the crisis, are in a pitched battle with insurance com-
panies. The government’s core question is: How do
insurers set their rates?

Legislators said the 2007 reform package — making the
state-backed Citizens Property Insurance Corporation
a stronger market competitor and adding billions to a
state fund for a reinsurance pool for the private market
— should have lowered homeowner insurance premi-
ums by an average of 24 percent. The promised relief
for property owners never materialized, however. The
insurers said the legislators, using their political calcu-
lators, had promised too much.
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In recent months, Allstate, Florida's second-larg-

est private homeowners and auto insurer, has come
under intense scrutiny by the Office of Insurance
Regulation (OIR) and Florida Insurance Commissioner
Kevin McCarty. This simmering battle reignited amidst
Florida's homeowner property insurance crisis.

Allstate’s rates first fell by 14.2 percent, however, the
company asked for a 42 percent increase in the next
round of ratemaking. That thoroughly miffed the OIR,
which launched an investigation into how Allstate
sets its rates. The OIR wants Allstate documents that
reinforce its conjecture that insurers may have col-
luded to avoid rate cuts after the 2007 insurance fix.
Allstate refused to submit communications with trade
groups. Allstate says it has given the OIR its so-called
McKinsey Report, which supposedly outlines how the
company saves money by paying less on claims.

Regulators wouldn’t back down and, on Jan. 17, sus-
pended Allstate from writing new policies in Florida,
citing its failure to comply with investigative subpoe-
nas. Courts intervened and Allstate was back in busi-
ness a day later.

Blame Game Continues

From Gov. Charlie Crist and the Florida Legislature to
state regulators, Florida government has ramped up
the rhetoric and the pressure on insurers.

"Florida consumers deserve to know what is in the
documents that Allstate is so aggressively guarding,
and my office is determined to get them," McCarty said
in early January when he canceled a two-day hearing
on Allstate's reinsurance program and its relationships
with risk-modeling companies, rating organizations
and trade associations.



Industry defenders ask if Florida politicians are simply
trying to shift the blame for Florida’s dysfunctional
regulatory structure to insurers. The legislators, the
industry defenders say, can’t seem to find the courage
to tell their constituents about the true costs of insur-
ing property in hurricane country.

In early February, the Florida Senate Select Committee
on Property Insurance Accountability pressed the
investigation into rising property insurance rates.
Information developed in its hearings may be used as
the basis for legislation this spring.

At this newsletter’s presstime, the Senate committee
was considering several possible actions:

* Providing clearer guidelines on what mathematical
storm models insurance companies can use to set
rates or buy insurance;

¢ Determining a fair “profit factor” for insurers to use.
Regulators have recommended 3.7 percent, but some
insurers have asked for profit factors in excess of 20
percent;

¢ Deciding whether to extend a two-year moratorium
on allowing insurance companies to go to an arbitra-
tion panel if they disagree with regulators about rates;

* Assessing whether the state can lower its commit-
ment to provide up to $28 billion in backup coverage to
insurers in the event of a major hurricane season.

Meanwhile, on Feb.19, the OIR filed an administra-
tive complaint seeking to suspend the certificates
of authority of the Allstate Companies to write new
insurance policies in Florida. The complaint is based

in part on Allstate’s: Failure to provide witnesses and
documents as subpoenaed by the OIR; Falsely labeling
subpoenaed documents as trade secret; Falsely certi-
fying its rate filings.

Filing the complaint is required under Florida law as
part of the process that began when Commissioner
McCarty issued on Jan. 17 the Immediate Final Order
(IFQ), suspending Allstate from writing any new
business in Florida. Allstate is expected to request

an administrative hearing on that complaint. If
requested, a hearing would be held at the Division of
Administrative Hearings. An administrative law judge
will hear the evidence and then make findings of fact.
Commissioner McCarty could then issue a Final Order,
which may include a suspension of Allstate’s certifi-
cates of authority. Allstate could then appeal to the
First District Court of Appeal.

“Seeking to suspend a company’s license is not
something we take lightly,” said OIR General Counsel
Steve Parton. “However, in light of their defiance of
the Florida Insurance Code, we think it is necessary to
make the point that actions such as we have seen by
Allstate will not be tolerated.”

“Like a big ship, the Legislature turns slowly and relief
will not be immediate,” Wittmer says. “That relief most
likely will impact property insurance premium rates.
On the other side of the policy, when filing a claim, it
would be prudent to let us stand with you, to ensure
that you receive all

the benefits to which you are entitled under

the policy.”



