
 

 

 

 

 

 
 

Colorado Department of Regulatory Agencies   April 27, 2017 

Division of Insurance  

Commissioner Marguerite Salazar   

1560 Broadway, Suite 850     sent via email to:  

Denver, CO 80202      matt.mortier@state.co.us 

 

 RE: Proposed Revised Draft Bulletin 5.28, Equitable Payment of Claims Resulting from Natural Disasters- 

NAMIC’s written comments 

 
Dear Commissioner Salazar:   

 

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

submit comments on the above captioned proposed revised draft bulletin. We greatly appreciate the Division of 

Insurance’s (DOI) collaborative approach to the regulatory process.  

  

The National Association of Mutual Insurance Companies (NAMIC) is the largest property/casualty insurance 

trade association in the country, with more than 1,400 member companies. NAMIC supports regional and local 

mutual insurance companies on main streets across America and many of the country’s largest national insurers. 

NAMIC members represent 40 percent of the total property/casualty insurance market, serve more than 170 

million policyholders, and write nearly $225 billion in annual premiums. NAMIC has 163 members who write 

property/casualty in the State of Colorado, which represents 45% of the insurance market.  

 

In the spirit of continued cooperation, NAMIC respectfully tenders the following comments in regard to the 

proposed revised bulletin: 

 

The proposed draft revised bulletin states, “[i]f a policyholder has made a good faith effort to adhere to the policy 

provisions, and requests an extension within the applicable time period, the Division expects the insurer would 

consider this request and allow the policyholder a reasonable extension of time to repair or rebuild the covered 

property, and receive the full replacement cost value.”  [Emphasis added]. 

 

1. NAMIC is concerned that the proposed revised bulletin is attempting to create a de-facto requirement 

that the insurer will grant an extension of time – Specifically, the phrase “the division expects …” is 

concerning, because it could be read as something the DOI will be examining insurers for compliance. State law 

does not expressly require insurers to grant or even consider a policyholder’s request for an extension of time to 

recover depreciation. Although many insurers do, in fact, have a procedure for granting reasonable extensions of 

time, NAMIC is concerned that the DOI is trying to mandate a contractual extension of time. Deadlines for 

performance of a contractual duty are set by insurers for legitimate claims adjusting reasons (staffing and case file 

work load), so insurers should have the flexibility to decide whether or not to grant an extension of time, without 

any concern that the DOI “expects” the insurer to consider the extension of time. One could read this bulletin as 

suggesting that the insurer may have to justify to the DOI why they refused to grant the requested extension or 

defend whether or not they adequately considered the requested extension of time.  

 

Specific contractual time limitations promote the efficient settlement of claims, and cost-effective and timely 

claims adjusting. Third-parties sometimes intentionally or carelessly drag out the settlement of claims when there 

is no time limitation that they must comply with or when they believe that they are entitled to an extension of time 



 

 

 

  

 

 
for any reason. Insurers should be able to consider the specific facts of each claim to determine whether an extra-

contractual time extension is appropriate to grant for a particular insured.  

 

As a practical matter, insurers strive to maintain their client-base, so insurers are typically quite accommodating 

and receptive to reasonable requests for an extension of time. NAMIC’s concern is mostly one of regulatory 

overreach and the “slippery slope” problem of the DOI starting with a quasi- requirement (DOI expects insurer to 

consider …), then moving to a formal requirement (Insurer shall grant an extension of time) and finally ending up 

with (Insurer shall grant “x” days extension of time). NAMIC appreciates that the DOI’s “heart is in the right 

place”, but insurers already have a clear interest in taking good care of their policyholder (it is less expensive to 

keep a longstanding policyholder than to attract a new policyholder), so the proposed extension provision in the 

draft revised bulletin is unnecessary, inconsistent with standard insurance contract language, administratively 

burdensome for insures, and beyond the regulatory authority of the division.  

 

2) NAMIC is concerned that the proposed revised bulletin creates ambiguity as to whether a policyholder is 

legally entitled to more than the cost to repair or replace the property – 

 

The proposed revised bulletin states, " A policy that contains replacement cost provisions entitles the 

policyholder to recover any applicable depreciation amounts when the covered property is repaired or 

replaced... the Division expects the insurer would... allow the policyholder... to repair or rebuild the 

covered property and receive the full replacement cost value." [Emphasis added]. 

 

The current bulletin states, “and receive benefits of replacement cost coverage.” [Emphasis added]. 

 

We are concerned that the new language may imply that insurers must pay ALL previously 

withheld depreciation when the insured repairs or replaces covered property, even if the insured actually 

spent less than the originally estimated replacement cost to do so.  

 

Insureds are only entitled to the benefit of the contractual provision, so the current language “receive the 

benefits of the replacement cost coverage” is consistent with contract law. Use of the phrase “receive 

the full replacement cost value” creates legal ambiguity. 

 

For example, a policyholder could argue that the full replacement cost value of the subject damaged or 

destroyed property was originally estimated to be $10k, and that even though the insured only spent $8k 

to repair or replace the property, the policyholder could argue that he is also entitled to an additional 

payment from the insurer of $2k. 

 
3) NAMIC respectfully requests clarification of several provisions in the proposed revisions to the bulletin-  
 

a) Catastrophic Natural Disasters – NAMIC is unclear whether this revised bulletin would apply to any 

wind or hail event, even one that does not rise to the level of what one would typically consider or label a 

“catastrophic natural disaster”. Therefore, NAMIC respectfully requests that the division provide clarity 

around the types of losses and/or scope of the losses that they intend the bulletin to apply to. NAMIC is 

concerned that as currently written the bulletin could be used by some consumers to improperly secure an 

extension of time on claims not intended to be addressed by this bulletin.   
  



 

 

 

  

 

 
b) Content Coverage Replacement Timeline – NAMIC has the same concern as state above for this 

provision in the revised draft bulletin. Although the bulletin states, "[i]n accordance with Section 10-4-

110.8 (11)(c)(II), C.R.S, an insurer shall allow the policyholder 365 days from the expiration of the 

Additional Living Expense coverage to replace contents," NAMIC thinks that the total loss scenario 

trigger should be clearly stated in the bulletin to prevent consumer confusion. 

 

c) Scope of Bulletin - The original bulletin appears to apply only to personal lines homeowner and 

dwelling fire policies.  The proposed changes include removing the reference in the first bullet point of 

the bulletin to “standard homeowner contracts.”  This removal calls into question whether commercial 

policies are now in scope of the bulletin, particularly commercial policies that cover a personal dwelling, 

such as a farm dwelling.  While ALE is not a typical commercial coverage, some commercial policies 

provide similar coverages such as Loss of Income or Extra Expense coverages. If it is the DOI’s intent for 

commercial policies to be out of scope, this should be clarified. 

 

In closing, NAMIC respectfully requests that the DOI withdraw this draft bulletin and directly discuss the issue 

with insurers. Since the DOI has forged a respectful and effective working relationship with insurers and has 

established a quarterly meeting routine with the industry to discuss ongoing issues, NAMIC recommends that this 

issue be put on the agenda for the next meeting, so that it can be thoughtfully discussed without their being “a 

rush to judgment” as to whether to finalize the proposed revisions to the bulletin.  

 

Thank you for your time and consideration of NAMIC’s written comments. NAMIC looks forward to 

participation in this collaborative endeavor. Please feel free to contact me at 303.907.0587 or at 

crataj@namic.org, if you have any questions pertaining to my written testimony. 

 

Respectfully, 

 

 
Christian J. Rataj, Esq. 

NAMIC’s Senior Director - State Affairs, Western Region  

mailto:crataj@namic.org

