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PART X – WILDLAND URBAN INTERFACE
   The Wildfire Insurance and Task Force Report identified three areas as Barriers to Progress – personal responsibility, legal constraints and unintended consequences.
Personal Responsibilities:  The Report states “homeowners tend to avoid the insurance process until they have a claim.” Point-of-Information: This statement seems to ignore the basic premise of insurance which is basically a contract between policyholder and insurance company – policyholder pays the premium for a stated amount of coverage, and if a claim arises, the insurance company pays the valid claim. What policyholders here in Colorado have learned is that is not the case, it is delay, stall, refuse to pay what policy limits were, etc.
   The Report goes on to state there is a need for action that “might be designed to incentivize homeowners to pay close attention and become more actively engaged in the insurance process before disaster strikes.” As the Task Force explains it, “insurance policies currently provide a risk-sharing mechanism to motivate homeowners in high risk areas to mitigate their property and insurance companies encourage homeowners to invest in appropriate insurance coverage.”
Legal Constraints:  The Department of Regulatory Agencies, Division of Insurance, regulates the insurance industry in Colorado, and as such certain legal parameters are relevant:  
· Colorado law does not require a consumer to purchase homeowners insurance;
· mortgage companies will require coverage for homes that are financed (but not all homes are financed);
· insurers cannot, by law, be required to cover all homes in the WUI, and this must be remembered when considering insurance coverage as a part of the solution;
· insurance companies cannot share individual methodologies for risk assessment because of state and federal antitrust laws; and
· this last point potentially limits the reach of state government in applying a standardized approach to underwriting policies in high-risk areas.
Unintended Consequences:  In light of the legal parameters set forth in the preceding paragraphs, the Task Force named the following unintended consequences:
· providing discounts to homeowners who have completed necessary mitigation is another policy approach with potential unintended consequences;
· any increase in rates for homeowners in the WUI could create a disincentive to purchase insurance;
· minimum uniformity requirements could drive out some companies and limit market availability, not unlike the phenomenon that has occurred in Florida in recent years;
· from an insurance perspective it is counterintuitive to provide a discount in a high risk area where mitigation is often necessary to maintain insurance coverage;
· mandating discounts could cause rates that are inadequate and do not accurately reflect the risk;
· many mitigation actions such as creating defensible space need ongoing maintenance – tying an insurance discount to any one-time or temporary measure would be inadequate.
   Finally we come to the Recommendations on Insurance made by the Task Force.
Develop and Require a Wildfire Mitigation Audit for High Risk Properties:  The following points are taken from the Report:
· create a state-wide requirement to obtain a wildfire mitigation for high risk properties in the WUI (tied to the CO-WRAP score as previously explained, above a 5 on a 1-10 wildfire risk rating scale must obtain an audit);
· the audit could be completed by local fire districts, the State Forest Service or some other authorized group using consistent standards;  
· the audit could be patterned after the Home Energy Rating System Index;
· a uniform state-wide approach for identifying both existing wildfire risks and steps to mitigate those risks would be provided by a Wildfire Mitigation Audit;
· information from a Wildfire Mitigation Audit would fill a knowledge gap and could serve as an important disclosure tool for existing and prospective homeowners;
· audits would be provided to insurance companies which would then be empowered to factor in the results as part of their individual underwriting policies, thus ensuring that uniform information is shared while also keeping market forces intact;
   The Task Force proposed additional possible uses for the Wildfire Mitigation Audit:
· pattern the Wildfire Mitigation Audit after the Septic System Certification Program implemented by the Tri-County Health Department and make completion of the identified mitigation steps a requirement prior to transferring legal title to the property. Additional input from the title insurance industry would be needed on this potential use of the Wildfire Mitigation Audit;
· for new construction or remodels, require that the Audit be submitted to obtain a building permit; identified mitigation actions could then occur simultaneously; and
· provide Wildfire Mitigation Audits to prospective purchasers of at-risk properties.
Disseminate information about House Bill 13-1225: The Task Force recommends an aggressive extensive outreach and education on HB 13-1225 to “help property owners understand the changes in homeowners insurance laws and reinforce the need to protect themselves financially through maintenance of adequate insurance,” with implementation in a variety of ways:
· incorporate highlights of HB 13-1225 in the National Association of Insurance Commissioners Homeowners Buyers Guide or a Colorado-specific brochure produced by the Division of Insurance;
· distribution of information through newsletters, continuing education courses, special mailers, and business/social media to business partners and constituents, and thus expand efforts already underway by the Division of Real Estate;
· through continuing education courses required under the new law; and
· the Division of Insurance could encourage programs addressing the issues of insuring to value and mitigation measures.
   This edition concludes the coverage of the Governor's Wildfire Insurance and Forest Health Task Force.
   Next week, Seeing the Round Corners will present the Wildfire Matters Review Committee Report to the Colorado Legislative Council. The Report is a real eye-opener, the most blatant aspect being “Bill A.”  
   Bill A:  Removal of Trees by Local Government to Reduce Fire Risk.  Current law authorizes counties and municipal governments to compel the removal of weeds and brush from private property, and to recover the cost of removal through an assessment on the property owner. Bill A extends local government authority to abate nuisance vegetation to specifically include a finding that the trees to be removed are a fire hazard.
   And there's more – eight more, and two resolutions. Tune in next week!!!
   The reader's comments or questions are always welcome. E-mail me at doris@dorisbeaver,com.
