
2008 HURRICANE SEASON FORECASTED TO BE MORE 
ACTIVE THEN NORMAL  

April 9, 2008ðToday, Dr. 
William Gray and Dr. Philip 
Klotzbach of Colorado 
State University, released 
their updated 2008 Atlantic 
hurricane season forecast.  

   The forecast calls for a 
season that will have more 

activity than did their initial 2008 forecast issued 
last December.  

   Gray and Klotzbach are forecasting 15 named 
storms, eight 
of which will become hurricanes. They predict that 
four of those hurricanes will be major hurricanes, 
meaning the storms would reach category 3 
strength or greater.  

   The forecast also says there is an above average 
chance of a major hurricane striking the U.S. coast-
line. During the last century, there was an average 
52 percent probability for a major hurricane landfall 
anywhere in the U.S. In 2008, the forecast calls for 
a 69 percent chance of that occurring. 

   During the period of 1950 to 2000, the Atlantic        
basin averaged 9.6 storms per year. 
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THE MOTHERLOAD   
RELEASED BY 

ALLSTATE  

For years, Allstate has held documents 
prepared by and relating to McKinsey & 
Co. under lock and key. McKinsey & co. 
is a management consulting company 
hired by Allstate in the 1990s to boost the 
insurerôs profitability by focusing on 
claims practices. So guarded were these 
documents that Allstate was willing to 
rack up tens of thousands of dollars in 
daily fines levied against it for not pro-
ducing the documents per court orders.  

   It took a Florida Court of Appealsô deci-

sion to prohibit Allstate from writing new 
policies in Florida until the insurer com-
plied with subpoenas ordering Allstate to 
produce the documents. Allstate finally 
produced the files and the ban was lifted on 
May 16th. Allstate is back to selling auto 
policies.  

    As suspected, the documents support the 
rumors that McKinsey & Co. produced a 
blueprint to cheat policyholders when a 
claim was filed.  

   You can access the entire file by CLICK-
ING HERE . POA has linked the Table of 
Contents with the section.  Also, read this 
article  (page 2) and this one (page 5).  

http://news.nationalgeographic.com/news/bigphotos/50504394.html
https://www.policyholdersofamerica.org/secure/news_pdf/homeowners%20-%20table%20of%20contents.pdf
https://www.policyholdersofamerica.org/secure/news_pdf/homeowners%20-%20table%20of%20contents.pdf


Allstate records raise yet more 
questions  
Lawyers and consumer advocates say consultant's documents 

from Allstate lift the curtain on some of the insurance giant's 

procedures, but they still would like more details.  

BEATRICE E. GARCIA, Miami Herald, 4/20/08    

At first glance, Allstate's re-
lease of documents it has 
zealously guarded for more 
than a decade as ''trade se-
crets'' could be seen as an 
orchestrated move to keep 
Florida regulators at bay and 
let the company keep writing 
new policies. 

Earlier this month, Allstate 
posted on its website 150,000 
pages of documents -- mostly 
PowerPoint presentations and 
company reports prepared by 
c o r p o r a t e  c o n s u l t a n t 
McKinsey & Co. on how to 
improve profitability by re-
vamping its claims-handling 
practices. 

But that didn't pull the in-
surer's feet out of the fire. 

A suspension of Allstate's 
license to write new policies in 
Florida still hangs in the bal-
ance. Until a state appeals 
court rules on its request filed 
last week for a rehearing, 
Allstate remains open for busi-
ness. 

But two weeks ago, the First 
District Court of Appeals up-
held the ban on Allstate until 
the company fully complies 
with regulators' demand for 
information and records. If the 
insurer loses the court battle, 
the suspension goes into ef-
fect. 

If anything, Allstate's sudden 
reversal has made both regu-
lators and insurance industry 
critics acutely aware of what 
other documents Allstate 
could produce. 

''There is no blatant smoking 
gun'' in the documents Allstate 
has released, says Amy Bach, 
executive director of United 
Policyholders, a consumer 
advocacy group in San Fran-
cisco. 

''Nothing stands on its own in 
those 150,000 pages. It's like 
a giant puzzle and you have to 
put the pieces together and 
connect the dots,'' she adds. 

E-MAILS  

Consumer advocates like 
Robert Hunter, director of in-
surance research for the Con-
sumer Federation of America, 
and David ''Birny'' Birnbaum, 
director of the Center for Eco-
nomic Justice, believe Allstate 
should also share with regula-
tors and consumers e-mails 
and memos that show which 
McKinsey recommendations 
the insurer had implemented. 

Florida's Insurance Commis-
sioner Kevin McCarty did ask 
for exactly that information in 
the subpoena delivered to 
Allstate last October. 

Ed Domansky, a spokesman 
for McCarty, said Allstate has-
n't complied with that portion 
of the subpoena yet, even 
though the company has de-
livered a portion of the docu-
ments requested by the Office 
of Insurance Regulation. 

State officials won't discuss 
the substance of the docu-
ments Allstate has turned over 
so far because their investiga-
tion is ongoing. 

Allstate spokesman Rick Hal-
berg said the documents 
posted online are exactly the 
ones the company had turned 
over to OIR in late January. 
''We are continuing to provide 
documents'' to comply with the 
Florida subpoena, he said. 

LOSS RATIO  

Birnbaum says Allstate is 
happy to tell investors and 
Wall Street analysts that its 
loss ratio -- the amount of 
money it pays as a percent-
age of the premiums it collects 

-- is much lower than the industry average. 

'How does Allstate achieve that? One way is to say `no' to 
everyone, or make the customer fight for every penny that 
they deserve,'' he said. 

Hunter says the practices McKinsey advocated were 
adopted by Allstate to handle all claims, not just auto claims 
as the company maintains. Among the documents posted by 
Allstate, there is a section that refers to the handling of 
homeowners claims. 

Indeed, McKinsey did work for other companies, including 
State Farm. This insurer said it hasn't used McKinsey's ser-
vices for more than a decade, according to a State Farm 
spokesman. 

Hunter's 2008 report on industry profits notes that lawsuits 
have revealed that various insurers have used the same 
computerized claims settlement software for adjusting bodily 
injury claims in auto accidents that was the cornerstone of 
the claims operations that McKinsey designed for Allstate in 
the mid-1990s. 

REPORT 

A special report Hunter prepared on Allstate last summer 
found that Allstate was a leader in using complex pricing 
systems that made it difficult for consumers to compare 
rates with other insurers and that ''appear to lead to higher 
rates for poorer and minority consumers.'' The company also 
racked up a high number of consumer complaints, most 
related to what consumers saw as unfair claims settlements 
and practices. 

Chip Merlin, a well-known Florida plaintiffs attorney who 
heads the Tampa-based Merlin Law Group, says the 
McKinsey strategy is all about MBAs looking for profits and 
caring little about the ethics involved in paying claims. 

``Insurers aren't supposed to be thinking about profits at the 
time a claims is presented. It's all about paying a full and fair 
amount as quickly as possible.'' 

Even before Allstate made the McKinsey documents public, 
some attorneys had a chance to review some of these docu-
ments. David Berardinelli, a Santa Fe attorney, was all too 
familiar with them after spending two months going through 
12,000 documents, reading them and taking copious notes -
- some 400 pages worth. 

His book resulting from the research, From Good Hands to 
Boxing Gloves, was first geared to trial attorneys. Next 
month, a consumer version is being published. 

`GONE AMOK'  

''This is an industry gone amok. It has become so obsessed 
with profits and money that everything they do is based on 
cost-benefit analysis,'' says Berardinelli, who believes the 
consultant as well as Allstate and other insurers have 
changed the nature of the insurance business. 

``Insurance is a vital social service. It is supposed to take 
risk from around the country and spread it so insurance will 
be available and affordable whether you live in earthquake-
prone California or hurricane-
prone Florida.'' 
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POLITICAL COVERAGE: Nuts and Bolts of the Parties 

markets such as Pakistan, India, China, etc... instead of 

using labor and materials from the U.S. 

This outsourcing siphoned off much of the trickle down 

benefits away from the American public. The benefactors 

of the Republican Partyõs òTop-Downó economics have 

been the Chinese, Indians, and other foreigners, but NOT 

the U.S. consumer who wound up on the short end of the 

stick because of factor closings and job losses, skyrock-

eting unemployment, and so on.  

Bottom-Up: 

Democrats, as a general rule, are thought to practice 

òBottom-Upó economic policies aimed at benefiting the 

masses, or general con-

sumer.  They reason that 

if and when the Average 

Joe consumer/taxpayer is 

empowered    with    finan-

cial assistance (be it in 

the form of employment 

opportunities, higher mini-

mum wages, tax breaks, 

governmentñ sponsored 

entitlement        programs 

            Continued on page 4        
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Trickle Down: 

Republicans believe in 

the òTrickle-Downó ap-

proach to economics as 

evidenced by the partyõs 

granting of big businessõ  

legislative wish list.  

òTrickle Downó economics 

means that if you give big 

business and the very 

rich, tax and other juicy 

financial incentives, stack 

courts with pro-business 

judges who toss out pen-

alties for bad behavior, 

and remove government 

regulations, the benefit 

will somehow trickle down 

to the general public or 

consumer. Republicans 

tend to couch this strat-

egy as the òfree marketó 

system.  

It may have worked but 

not for the free trade area 

agreements signed into 

law. Those free trade area 

agreements set the stage 

for businesses to out-

source much of their labor 

and materials to cheaper 

Come November, voters will 

make one of the most impor-

tant decisions impacting 

Americaõs future.  

Unfortunately, many Ameri-

cans are unenthused with 

their choices for President.  

To help members decide 

who they will support, POA 

decided  to  focus on each of 

the Partyõs economic poli-

cies.  

Whichever policy best suits 

you,  is the Party for which 

you should vote.  
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racked up an astonishing deficit, causing a much 

weaker dollar. It takes more dollars today to buy 

the same goods and services made overseas by 

foreign workers than it did during the Clinton years.  

Not Always so Easy  

Itõs rare that a Republican candidate will break 

from the Trickle-Down theories and McCainõs re-

cent pledge to stay the Bush economic course is 

troubling to the 72% of Americans who say they 

disapprove of Bushõs policies. But, McCain must 

prove to the right-most wing of the Republican 

Party he òone of themó.  It remains to be seen 

whether or not Republicans in the U.S. House and 

Senate will bite the industry hands that feed them 

and denounce Bushõs economic policies. It seems 

doubtful.    

such as Universal Healthcare, 

etcé) the consumer will have 

more money to spend on 

goods and services and the 

resulting sending spree will 

flow upwards to generate ad-

ditional revenue for busi-

nesses selling those goods 

and services.  

Fiscal Policies: 

Republicans profess to be 

more capable of watching the 

cash register yet under 

George Bush, the U.S. has 

BOTTOM - UP ECONOMICS  101  
On the other side of the 

aisle, Senators like Chris 

Dodd of Connecticut is, on 

the surface, a good Democ-

rat but he has been very 

insurance industry-friendly 

when it comes to his votes 

on the floor. So have some 

others who have been on 

the receiving end of large 

campaign contributions 

from insurance execs and 

PACs.  

Ed Rust, State Farmõs CEO, 

and many other State Farm 

execs have given Senator 

Obama thousands of dol-

lars. Allstate Directors have 

done the same. Will Obama 

deliver?  

In all fairness. Rust played 

it safe and also contributed 

to McCainõs campaign. Ed 

Liddy, Allstateõs Chairman, 

however, gave McCain the 

maximum amount allowed 

by law.   

In the coming months, POA 

will detail the votes (and 

the non-votes) made by the 

Presidential candidates on 

legislation that could grant 

homeowners relief from 

insurance rate hikes and 

coverage woes.  Weõll at-

tempt to bring into better 

focus the likely policies em-

braced by each Presidential 

nominee as well as the 

likely positions in key 

House and Senate races.    

NUTS AND BOLTS/POLITICS 
  
CONTINUED FROM PAGE 3 



A few days ago the Sarasota Herald-Tribune, in a textbook ex-

ample of public service, carried a story about an insurance com-

pany increasing profits by reducing the amount it pays out 

in claims. 

The story, by Paige St. John, was based on examination of thou-

sands of documents reluctantly made public by Allstate Insur-

ance Co. under great pressure from the state of Florida. 

It told how Allstate, acting on advice from consultants McKinsey 

and Co., used a computer program called Colossus to provide 

its agents with a figure for the "fair market value" of injuries 

suffered in automobile accidents and then to "persuade" victims 

to accept settlement promptly on Allstate's terms. 

Those who refuse to accept or who hire attorneys are subjected 

to years of litigation. Fear of tangling with Allstate spread within 

the insurance and legal worlds. 

Since adopting this strategy, Allstate has doubled its legal staff, 

decreased average payouts by 20 percent and racked up record 

profits, $4.9 billion in 2006. 

I tell you all this as a prelude to explaining why universal health 

care is not the same thing as universal health insurance by pri-

vate for-profit companies. 

Insurance companies exist to make money, and they make lots 

of it. They do it by screening out higher risk clients, by prudent 

investment of the very large reserves they are allowed to accu-

mulate, and by cutting back the amount they pay out in claims. 

All insurance companies use all these strategies, but it is the 

first and the third which offer the greatest payoff and which 

have the greatest potential for hurting both individuals and 

the public. 

Screening potential clients and closely examining claims are 

perfectly legitimate, up to a point. 

If you want to buy a large life insurance policy, the company will 

require you to take a physical examination. 

If you want to buy homeowners insurance, the company will 

have several questions, including in coastal areas, the degree of 

exposure to hurricanes. (Many companies, including State 

Farm, are refusing to write coverage in high-risk areas and kick-

ing out thousands of long-time Florida customers.) 

Health insurance companies try to screen out clients with a 

possibly risky medical history. And the move to computerized 

medical records makes it almost certain the health insurance 

companies will have access to your medical history. The result 

will be that the people most in need of health insurance will not 

get it. 

At the other end of the process is getting the health care you 

think you have paid for. Insurance companies are very familiar 

with the Allstate tactic. I do not mean to tar them all with the 

same brush but, to mix metaphors, a few bad apples spoil the 

barrel and in this barrel there are more than a few bad apples. 

Health insurance companies 

in their annual reports, closely 

studied on Wall Street, use a 

term called "medical-loss ra-

tio," which is the percentage 

of premium income "lost" by 

paying medical bills of clients. 

Best I can tell with some fairly 

cursory research, the compa-

nies like to keep the medical-

loss ratio below 80 percent. 

The medical-loss ratio for 

Medicare is more than 

95 percent. 

The earnings of six of the 

seven largest health plans in 

the U.S. increased in 2007 by 

amounts ranging from 13 to 

69 percent. The seventh saw 

its earnings decline due to 

settlement of three large class

-action law suits. 

Health care insurers hold 

down "medical losses" by ag-

gressively negotiating prices 

with doctors, hospitals and 

other medical providers. 

When they find doctors or 

hospitals who refuse to be 

properly squeezed, they take 

them off their list of ap-

proved providers. 

Some health care companies 

are purposely very slow in 

paying bills, or make providers 

jump through a series of 

hoops, and add to providers' 

cost by forcing them to hire 

more people to proc-

ess claims. 

At some point, doctors or hos-

pitals will decline to accept 

patients insured by these 

companies. This leads to 

great inconvenience for cli-

ents and may actually cause 

them to go without neces-

sary care. 

Of course, such tactics are not 

used by all insurance compa-

nies, or even a majority. But 

they are widespread enough 

to make it impossible to 

achieve health care for all 

Americans through a system 

which relies on private compa-

nies as the source of primary 

health insurance. 

And, of course, private compa-

nies that have their nose un-

der the Medicare tent, thanks 

to some very bad decisions by 

the Bush administration, are 

not going to give up this gravy 

train without one hella-

cious fight. 

Unfortunately, none of the 

three remaining presidential 

contenders has a health care 

plan which would seriously 

displease private insur-

ance companies. 

Waldo Proffitt is the former 

editor of the Herald-Tribune.  

They put profit first and last  
Herald-Tribune (editorial by Waldo Proffitt )  4/19/08  
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The case in question in-
volved Broussard v. 
State Farm , which was 
decided by U.S. District 
Judge L.T. Senter. The 
Broussardôs home was 
destroyed down to the 
slab following Hurricane 
Katrina, but the issue of 
whether wind or storm 
surge was at fault for the 
loss brought the case to 
the courts. Under most 
homeownersô polices, 
storm surge and flooding 
from hurricanes are ex-
cluded and covered only 
through a separate policy 
purchased from the gov-
ernment-funded National 
Flood Insurance Pro-
gram. Losses due to 
wind, however, typically 
are covered.  

In situations where the 
cause of the loss cannot be 
determined, it has gener-
ally been the burden of the 
insurance company to 
prove the extent of the loss 
attributable to water and to 
pay for any wind damage. 
If the loss cannot be attrib-
uted ð as in the Broussard 
case in which nothing was 
left but a concrete slab ð 
the insured is given the 
benefit of the doubt. Insur-
ers had attempted to deal 
with this situation by includ-
ing anti-concurrent causa-
tion exclusions in home-
ownersô policies, but in a 
separate case decided 
prior to Broussard , Judge 
Senter ruled that the lan-
guage was ambiguous.  
   
On Jan. 11, 2007, Judge 
Senter made an unusual 
move by issuing a bench 
verdict against State Farm, 
which prevented the jury in 
the case from issuing its 
own decision. In an article 
that appeared in Claimsô 
April 2007 issue, Attorney 
Jay Brown speculated that 
Judge Senter did so due to 
the evidence being ñso 
overwhelming against 
State Farm that no reason-
able jury could find in the 
insurance companyôs fa-
vor.ò Brown went on specu-
late that it also seemed as 
though the judge felt there 
was an absence of credible 
testimony by State Farm, 
since he also ruled that the 

carrier did not offer ade-
quate evidence at trial to 
meet the burden of alloca-
tion.  
   
In the most recent deci-
sion, the court of appeals 
held that the district court 
erred in entering a judg-
ment as a matter of law for 
the Broussards. The ap-
peals court further found 
that the district court erred 
by even submitting the 
question of punitive dam-
ages to the jury, thus va-
cating the $1 million that 
was awarded to the Brous-
sards above and beyond 
their policyôs limits.  

   
ñThis ruling confirms our 
belief the jury should have 
been given an opportunity 
to evaluate the question of 
what damage was caused 
by wind and what damage 
was caused by water,ò said 
State Farm, in a release 
found on their web 
site. ñThe ruling also con-
firmed our belief that the 
claim was handled rea-
sonably and per the con-
tract, and, therefore, there 
was no basis for punitive 
damages. Our appeal in 
this case was important to 
ensure court rulings remain 
consistent with the evi-
dence presented at trial, 
the law, and an accurate 
interpretation of the insur-
ance contract.ò  

Major Wind v. Water Case Overturned  
By Eric Gilkey, Managing Editor CLAIMS MAGAZINE 
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The U.S. Court of 
Appeals for the 
Fifth Circuit has 

overturned one of 
the first wind -
versus -water 

cases to reach ver-
dict following Hur-
ricane Katrina by 
ruling in favor of 
defendant State 

Farm, granting the 
insurer a new trial, 
and removing $1 

million in punitive 
damages that were 

awarded in the 
case.  

REMINDER: If you are a State Farm policyholder, your policy contains language that 

renders it worthless in the opinion of many. The language is called the òAnti-Concurrentó 

clause and, in plain English, says that if 99% of the damage to your property is done by 

something covered by the policy, and only 1% of the damage is caused by 

something NOT covered by the policy, State Farm owes you NOTHING.  

Speaking to the 
Biloxi Sun -Herald 
newspaper, Jack 

Denton, the 
Broussardsô 

attorney, said: 
"The 5th Circuit is 

a very conservative 
court and 

conservative 
courts tend to 

favor corporations 
over individuals. 

Corporations abhor 
punitive damages."  

Page 6 



A new twist on U.S. Repre-
sentative Gene Taylorôs multi
-peril flood insurance policy 
has surfaced and is gaining 
steam.  

As reported in this edition of 
The Policyholder Advocate, 
the previous multi -peril 
amendment failed, leaving 
homeowners in flood prone 
areas worried about their 
coverage.  

Adam Scales, an associate 
professor at Washington and 
Lee School of Law in Virginia 
has been floating a plan that 
would give homeowners all 

the coverage they need in 
one place instead of buying 
homeowners insurance and 
flood insurance separately. 
His idea is based on forcing 
insurance companies to sell 
and pay off on policies that 
would provide both wind and 
flood coverage and having 
the government reimburse 
the companies for flood 
claims.  

Scales' plan would make hav-
ing flood coverage manda-
tory (for everyone) but it 
would be priced according to 
the risk of flooding. Private 

carriers would collect the 
premiums, and then would 
buy a flood reinsurance pol-
icy from the government that 
would cover most of their 
losses.  

Scalesô plan also calls for 
flood insurance subsidies on 
older homes to be phased out 
over the next 15 years but 
government subsidies would 
be available to low-income 
homeowners who couldn't 
afford the higher prices. To 
have true risk-based pricing, 
the government would have 
to update the floodplain 

WE MAY NOT HAVE HEARD THE LAST ON MULTI-                     

PERIL POLICIES    POA 5/15/08 
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WASHINGTON ð An 
effort to add wind cover-
age to the National 
Flood Insurance Pro-
gram was defeated to-
day in the U.S. Senate 
because lawmakers 
were concerned it would 
be too costly and would 
promote federal inter-
vention in private mar-
kets ï the two big ex-
cuses put forth by the 
insurance lobby. Insur-
ers opposed the amend-
ment because it would 
dramatically cut into their 
business, rendering 
them and the policies 
they sell worthless.  

Insurers have found it 
quite profitable to deny 
covered perils, refuse to 
pay for damages when 

more than one event 
(wind AND flooding, for 
example) contributes to 
the overall damage of a 
property, and lowball 
claim payouts. This is 
what prompted the 
amendment to be intro-
duced in the first place.  

The vote was 73 to 19.  

Proponents of the 
amendment say that in-
surance is just not avail-
able to homeowners liv-
ing along the Gulf Coast. 
When it is available, it is 
too expensive for most 
homeowners. Realtors 
have claimed the lack of 
companies willing to 
write homeowner cover-
age and the skyrocket-
ing price of coverage 

have hurt real estate val-
ues because buyers 
canôt or wonôt pay outra-
geous premiums if they 
can get insurance at all.  

Last Fall, the House 
passed legislation that 
would add wind cover-
age to the flood insur-
ance program.  

CLICK HERE to find out 
if your U.S. Senators 
were swayed by the in-
surance lobbyôs argu-
ment.   

Also defeated was an 
amendment that upped 
the maximum amount of 
flood coverage from 
$250,000.  

 

Senate Dashes Hopes  for Flood Policies to 

Cover Wind  POA  5/7/08  

A coalition to op-
pose the flood in-
surance plan in-
cludes the Con-

sumer Federation 
of America, the Na-
tional Wildlife Fed-
eration and the Re-
insurance Associa-

tion of America.  

POA is usually on 
the same page as 

the Consumer Fed-
eration of America 
but strongly dis-

agrees with its po-
sition on this issue.  

maps.  

Everyone (other than insur-
ers) agrees that the National 
Flood Program needs to be 
reviewed and modified. The 
debate is over just how to do 
it. Insurance companies are 
totally opposed to the gov-
ernment stepping into 
broader coverage because it 
takes market share away 
from them.  

POA will follow this as it de-
velops.  

http://www.govtrack.us/congress/vote.xpd?vote=s2008-117


Page 8 

The Policyholder Advocate                                                              June 2008 issue  

Senate approves renewal of 
flood insurance program     
By JIM ABRAMS AP  5/13/08  

WASHINGTONñThe Senate 

agreed Tuesday to write offñ

and hand over to taxpayersñ

more than $17 billion in 

debt that a FEMA flood in-

surance program accumu-

lated after being devastated 

by Katrina and other 2005 

hurricanes.  

The bill to extend the Na-

tional Flood Insurance Pro-

gram for five years also in-

cludes measures, such as 

increasing premiums and 

reducing subsidies, aimed at 

putting the 40-year-old pro-

gram on a better financial 

footing.  

The 92-6 vote sends the bill 

to negotiations with the 

House, which passed similar 

legislation last September. 

With the 2008 hurricane 

season officially starting on 

June 1, there's motivation to 

move quickly to resolve dif-

ferences and get the bill to 

the president's desk.  

The highlight of the Senate 

bill is the forgiving of some 

$17.5 billion in debt that the 

Federal Emergency Manage-

ment Agency, which runs the 

program, owes the Treasury. 

That action adds to what 

taxpayers owe in terms of 

the federal debt.  

But lawmakers from both 

parties were in agreement 

that this was necessary con-

sidering the exceptional cir-

cumstances resulting from 

Katrina. Senate Banking 

Committee Chairman Chris-

topher Dodd, D-Conn., said 

that FEMA would be forced 

to raise premiums to the 5.5 

million policyholders if it 

were forced to continue pay-

ing interest on the debt to 

the Treasury.  

The flood program was cre-

ated to help homeowners 

and businesses situated in 

flood-prone regions get af-

fordable insurance not usu-

ally available from the pri-

vate insurance market.  

The House bill differs from 

the Senate legislation in 

extending the program to 

cover wind damage. There 

were widespread complaints 

after Katrina that private 

insurers with wind coverage 

were judging damage from 

the hurricanes to be the re-

sult of flood, rather than 

wind, so as to shift the bur-

den of compensation to the 

federal program.  

The White House said that 

any bill including wind cover-

age would face a presiden-

tial veto, saying that "shifting 

liabilities for windstorm dam-

age from the private sector 

to the NFIP would be fiscally 

irresponsible."  

Sen. Roger Wicker, R-Miss., 

with Louisiana senators, 

offered an amendment to 

the Senate bill that would 

have provided optional wind 

coverage, but it was de-

feated 73-19. Wicker said 

he would continue to push 

for the change: "The status 

quo is not working and the 

federal government must act 

now to fix this inequity."  

Sen. Mary Landrieu, D-La., 

won acceptance of a provi-

sion to expand the functions 

of the program's customer 

service office to investigate 

potential instances of fraud 

and abuse and ensure that 

private insurers are acting in 

good faith.  

Off Topic a bit buté While weõre on the topic of  

Washington, DC... 

Albert Hofmann, the father of 

the drug L.S.D. (lysergic acid 

diethylamide-25) died in his 

home in Burg im Leimental on 

April 30th.  

Believe it or not, the Swiss 

chemist discovered the drug in 

1938 while studying the medici-

nal uses of a fungus found on 

wheat and other grains at the 

Sandoz pharmaceuticals firm in 

Basel.  

The fungus he was researching 

was Ergot.  Ergotism is caused 

by the fungus Claviceps pur-

purea, which affects rye, wheat 

and other cereal grasses. When 

first infected, the flowering 

head of a grain will spew out 

sweet, yellow-colored mucus, 

called "honey dew," which con-

tains fungal spores that can 

spread the disease. Eventually, 

the fungus invades the devel-

oping kernels of grain, taking 

them over with a network of 

filaments that turn the grains 

into purplish-black sclerotia. 

Sclerotia can be mistaken for 

large, discolored grains of rye. 

Within them are potent chemi-

The Senate bill also:  

ð Requires people pro-

tected by dams or lev-

ees to buy flood insur-

ance after floodplain 

mapping is completed.  

ð Allows FEMA to raise 

rates by 15 percent an-

nually, up from 10 per-

cent, and increases 

minimum deductibles.  

ð Gradually ends sub-

sidies now available to 

some second homes, 

commercial properties 

and properties that ex-

perience repeated 

losses.  

ð Requires FEMA to 

adjust rates to accu-

rately reflect risk upon 

completion of flood in-

surance rate maps.  

ððð  

The bill is H.R. 3121.  

cals: ergot alkaloids, including 

lysergic acid (from which LSD is 

made) and ergotamine (now 

used to treat migraine head-

aches). The alkaloids affect the 

central nervous system and 

cause the contraction of 

smooth muscle -- the muscles 

that make up the walls of veins 

and arteries, as well as the 

internal organs. 

 

It is believed that ergot was 

responsible for the bizarre be-

havior that led to the Salem 

witch hunts.  

 

The U.S. government banned 

LSD in 1966 and other coun-

tries followed suit. 

Swiss chemist, Albert Hof-

mann discovered LSD while 

researching fungus.  



In yet another favorable 
outcome for State Farm, 
Mississippi U.S. District 
Court Senior Judge L.T. 
Senter, Jr. dismissed the 
case of McIntosh v. 
State Farm , in which 
plaintiffs Thomas C. 
McIntosh and Pamela 
McIntosh accused State 
Farm of fraud and Ala-
bama-based catastrophe 
claim service E.A. 
Renfroe of ñaiding and 
abettingò said fraud.  

The dispute began when 
the McIntoshes filed for 
additional insurance 
benefits under their 
homeownersô policy after 
their Biloxi, Mississippi 
residence sustained 
considerable damage 
d u r i n g  H u r r i c a n e 
Katrina. Following the 
storm, State Farm dis-
patched Renfroe, which 
also consulted Forensic 
Analysis & Engineering 
to differentiate between 
damages incurred from 
wind versus water. 
Based on the two sepa-
rate engineering reports, 
the insurer paid the 
plaintiffs the policy limits 
of their flood coverage 
and shelled out an ex-
cess of $36,000 for wind 
damages. However, the 
insurer balked at the 
homeownersô request for 
additional compensation, 
causing the McIntoshes 
to question the credibility 
of the reports.  

ñPlaintiffs contend that State Farm, acting through Renfroe and Forensic, delib-
erately underestimated the amount of wind damage the insured property sus-
tained in order to minimize its liability under the plaintiffsô homeownersô policy,ò 
said Senter in his memorandum opinion.  

After examining the alleged ñfraudulent misconductò by State Farm, Senter de-
tected no legal basis to substantiate a claim of wrongdoing. ñWhile this allega-
tion, if sustained, would support a finding of bad faith, it is not sufficient to sup-
port an allegation of fraud,ò Senter said.  

Furthermore, Senter absolved Renfroe from liability, saying that it ñcould not 
have óaided and abettedô a fraud that did not occur.ò The judge also denied the 
plaintiffsô assertion that Renfroe violated ña duty of undivided client loyalty.ò  

State Farm has been subjected to an influx of Katrina-related litigation, most 
notably the lawsuits filed by the Scruggs Katrina Group (SKG) on behalf of doz-
ens of storm victims accusing State Farm of routinely rejecting claims in bad 
faith. SKG itself has been embroiled in controversy since Richard Scruggs and 
members of his law firm were indicted for allegedly bribing a judge in a separate 
case. Following the disbandment of SKG, Senter held Scruggs accountable for 
ethical misconduct in an early April ruling charging the lawyer with paying key 
witnesses to secretly (and illegally) gather evidence to implicate State Farm and 
Renfroe.    

State Farm Fraud Allegations Dropped  
 

By Christina Bramlet, Senior Editor, Claims Magazine, April 30, 2008 
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