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FCAN Announces Support of Klein Insurance Bill

Tampa, Fla.  Florida Consumer Action Network (FCAN) today announced its support of S 780, Senator Ron Klein’s “Homeowner’s Defense Act.” FCAN Executive Director Bill Newton said, “S 780 will help consumers fight high insurance rates. We need the tools to challenge rate increases. The Homeowner’s Defense Act creates a truly independent Consumer Advocate, a measure we’ve been demanding for years.”
Citing ongoing problems in the Florida insurance market, FCAN is pursuing an insurance reform agenda in the 2006 Legislature. With insurance premium rates rising at double digit rates, more and more homeowners forced into Citizens Property Insurance, and increasing insurance company profits, FCAN believes insurance reform is overdue. “Last year’s bill took some important steps,” said Newton, “but we need strong measures to turn this around. Other states are seeing declining insurance rates. Why not Florida?”

According to a Businesswire report on Jan 31, 2006, Allstate had operating income (profit) of almost $1 billion in 2005.  Allstate Chairman Edward Libby is quoted in the article saying, “We were able to make a profit after being hit by three of the ten most costly natural disasters in US history.” 

FCAN is contacting its members throughout the state to call and write legislators on S. 780. FCAN is working to organize allies including homeowners, manufactured homeowners, condominium owners and others affected by the rate increases.

Provisions of S. 780:

Independent Insurance Consumer Advocate – Florida currently has a consumer advocate under the Chief Financial Officer, Tom Gallagher. But Gallagher could fire the advocate at any time, something he has done before. This bill would put the Consumer Advocate in the Public Counsel office, which currently represents only utility consumers. The Public Counsel has long been a respected independent advocate.
Prior Rate Approval — Currently insurers have “file and use” rates. That means no approval is needed to raise rates. It is more difficult to lower rates when they’ve already been raised. Insurers should have to prove they deserve rate increases. Recently Liberty Mutual applied for a rate increase, but deferred using the rate until approval. That proves prior rate approval will work.

-MORE-
Wind-driven water — Currently, insurers can say hurricane storm surge is flood damage and is not covered by your windstorm insurance. This leaves many homeowners without coverage, even though they paid full premiums! S 780 will require insurers to cover wind driven water.

Insurer Loyalty — If you have paid your premiums for three years and have filed no claims, you can’t be canceled without a reason such as unpaid bills. Many homeowners have found themselves canceled after years of paying premiums and having no claims. Why? 

Consumer Participation in rate reviews — Rate filings would be open to the public and consumer groups may participate in rate increase hearings. Consumer groups have no role in formal hearings and no ability to intervene in rate cases as they do in utility rate cases. 

Consumer Participation in rate reviews – Consumer groups would even receive legal fees under some circumstances. Intervention is difficult and expensive. This would help. 
Living expenses — must be paid within 48 hours after a hurricane. This is one of the more common complaints after a storm. There is no money for people to live on. Help needs to come quickly.
Another Klein bill, S 1248, would allow actuarially sound pricing in Citizens Property Insurance in zip codes where there is no competition. FCAN has consistently advocated for sound pricing. Basing Citizens rates on the “Top Twenty” makes no sense where there aren’t 20 insurers. This causes inaccurate rates, too high for some, too low for others.
FCAN also urges the Florida Legislature to place a cap on what Citizen’s can cover. We think that cap should be either $500,000 or $1,000,000.  These homeowners can obtain insurance from surplus lines companies. These are unregulated companies that must register with the state Office of Insurance Regulation. The Task Force on Long Term Solutions for Florida’s Insurance Market found that there was adequate capacity in surplus lines companies to serve this market.
Bill Newton, FCAN’s executive director, is a consumer representative to the National Association of Insurance Commissioners (NAIC) and a board member of the Coalition Against Insurance Fraud.

Florida Consumer Action Network is the state’s largest consumer group with 40,000 members from Key West to Tallahassee. FCAN advocates on consumer issues including insurance, utilities, health care, and environmental protection.
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