Filing Insurance Claim Not Always Wisest Course

By Gary Schero

 What you don’t know about your homeowners insurance may cause you grief in the form of higher premiums and, in some cases, even an inability to get the coverage you need for your home. What few homeowners realize is that property insurers, troubled by costly natural disasters, bad investments and low-priced policies, are trying to make up their losses by raising premiums and dropping customers who they deem are likely to file claims. 

As business columnist Loren Steffy wrote recently in the Houston Chronicle, insurers seem to be using a two strikes and you’re out philosophy when it comes to water-damage claims in particular. They will let you get away with one claim, but the second claims may have dire financial consequences. Thus, you may want to think twice about filing a claim for a problem that is less than catastrophic.

The source of the problem, according to many consumer advocates, is how insurers use an information clearinghouse that few homeowners have even heard of. Called the Comprehensive Loss Underwriting Exchange, or CLUE for shore, this database includes claim reports from insurance agents across the country. When you file a claim, your agent sends the information to CLUE. 

Amazingly, as Bill Stinson, vice president of government affairs for the Texas Association of Realtors in Austin points out, “You can just call in and say you’ve had a water leak, and that goes on your report.” That’s right. You can get reported as having filed a claim to CLUE merely by telling your agent about a problem for which you don’t even intend to file a claim! So be careful what you tell your agent; it may come back to haunt you.  

With so many expensive claims being filed related to mold caused by water damage, claims related to water leaks are of particular interest to insurers. Unfortunately, insurers are not making a difference between small, one-time leaks caused by broken appliances, such as dishwashers or clothes washers, and more the kind of water damage that can sometimes be recurring, such as roof leaks or other structural problems. Any claim related to water appears to raise red flags and making a second water-related claim is definitely risky.

As Kimberly Lankford wrote on Kiplinger.com last year, even if filing a water-related claim doesn’t cause your current insurer to raise your rates or drop your coverage, it may trigger unexpected consequences with another insurer. Lankford reported on a woman who had filed a claim for flood damage for one home, only to have a totally different company that insured her second home raise her premium based on the claim on her primary residence.

Lankford recommends getting a copy of your CLUE report, which can be done at www.choicetrust.com. The cost is $9. You may find errors on the report that need to be corrected. For example, you would want to have calls you made to your agent without filing a claim removed from the report if they are erroneously listed as claims. 

In addition, if you’re buying a house, you may want to look into its history of claims. You may find it difficult to get insurance for a home that has had numerous claims even though you aren’t the one who filed those claims. Since only a homeowner or an insurance agent can get access to a CLUE report, some homebuyers are asking their Realtors® to put into a requirement that the seller provide the CLUE report for the house in the purchase and sale agreement. 
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