Would you accept a repair to your roof that looked like this?

If not, please read on to learn how the lowa Insurance Division is making it easier
for insurance companies to get away with hodgepodge repairs like this.



lowa Administrative Code 191-15.44 requires in part that property insurers pay for repairs that result in
a reasonably uniform appearance—protecting policyholders from having to suffer mismatched repairs
that diminish the value of their property.

The lowa Insurance Division (1ID) claims that policyholders, contractors, and public adjusters are
abusing the consumer protections offered by IAC 191-15.44. The IID claims policyholders and their
advocates are creating an insurance crisis by bamboozling insurers en masse to pay for more extensive
repairs (due to matching issue with the original repair) than what they are required to by this rule. The
IID is pushing this narrative to justify the legislative reforms they are proposing in division VI of HSB 256
and SSB 1194.

Policyholders and their representatives are not abusing the protections offered by IAC 191-15.44. To
the contrary, consumers (unaware of this protection afforded them) are far more frequently being
underpaid by insurers who are not following this requirement. Even when consumers do know their
rights, convincing insurers to pay what they are required to is no easy task. This case study is just one
example of how difficult it can actually be for a policyholder to obtain what they deserve on a case
involving matching issues.

A homeowner in Elk Run Heights, IA was struck by a hailstorm in May, 2024. The homeowner filed a
claim with Depositors Insurance Company (a Nationwide company). Depositors dispatched an adjuster
who claimed to find no hail damage to the property whatsoever.

The insured obtained inspections from multiple contractors—all agreed there was extensive damage to
the shingles, skylights, gutters, siding, and other miscellaneous materials. With this information,
Depositors conducted a second inspection. This time the adjuster acknowledged hail damage to the
skylights only.

The insured’s contractors told him that they couldn’t replace the skylights without damaging the
adjacent shingles. Depositors again revised their position to provide a small allowance for replacing
shingles around the skylights.

Already growing sick of the fight, the insured told his contractor to just proceed with the approved
repairs.

Prior to beginning repairs, the insured’s contractor sent in a shingle sample to Itel (a third-party
material identification company preferred by insurers) for identification (Exhibit A). Itel identified the
shingle as IKO Cambridge in Dual Brown and noted that the product is still available for purchase. The
contractor purchased these exact shingles from a local supplier to complete the repairs (Exhibit B).

During the course of replacing the first of four skylights, the contractor noted that (among other issues
concerning the repairability of the roof) the shingles were not a close match. Rather than proceeding
with the remaining three skylights, the contractor chose to stop after the first skylight as he felt the
repairs were just making things worse.



The insured sent photos of the repair (Exhibit C) to Depositors along with a letter pleading that they
reconsider his claim and pay for full replacement of his roof.

The adjuster from Depositors responded via email (Exhibit D), stating: “Nationwide does not owe for
matching based off color issues due to fade, wear, oxidations, etc.” There are form and substance issues
with this statement:

First, this email constitutes an improper denial. The insured was requesting coverage for his roof
and Depositors is denying it on the basis that Nationwide does not owe for it (i.e. the policy
excludes it). Per IAC 191-15.41, “No insurer shall deny a claim on the grounds of a specific policy
provision, condition or exclusion unless reference to such provision, condition, or exclusion is

|II

included in the denial.” The adjuster is clearly alluding to a policy provision excluding coverage
for “fade, wear, oxidations, etc.” yet he fails to include or reference the actual part of the policy
that excludes coverage for those perils. The adjuster’s failure to properly issue this denial is a

violation of IAC 191-15.41.

Second, the adjuster is inappropriately applying the exclusion being alluded to. Most
Nationwide policies (excerpt in Exhibit E) include the following exclusion (only relevant parts
included):

2. We do not insure, however, for loss:

c. Caused by:

(6) Any of the following:

(a) Wear and tear, marring, deterioration;

(k) Mismatch of color between undamaged material and new material used to

replace old, weathered or oxidized damaged material; or

(I) Mismatch between undamaged material and new material used to repair or
replace damaged material due to outdated, obsolete or discontinued products.

While this language does exclude wear, oxidation, etc. it only excludes loss caused by these
perils. | recognize that this interpretation is nuanced, but this exclusion would only apply if
someone was making a repair unrelated to a covered peril (e.g. installing an addition), realized
that the new product being used wouldn’t match the existing product, and made a claim to try
recovering for this mismatch. Another common example of how this exclusion would rightly
apply would be replacing rotten deck boards as maintenance. The policy wouldn’t cover any loss
due to this mismatch between the new deck boards and the old.

Again, these excluded causes of loss only apply when they are the proximate cause of the loss
being claimed. The cause of loss being claimed on this property is hail—covered under the
policy.



lowa 507B.4(3)(j) lists a number of actions which constitute “Unfair Claim Settlement Practices.”
One of these actions is, “Misrepresenting pertinent facts or insurance policy provisions relating
to coverages of issue.” The adjuster’s misquoting and misapplication of the aforementioned
exclusions for the purpose of avoiding payment of covered damages is a violation of this law.

Following receipt of the adjuster’s email denying any further consideration of the required repairs, the
policyholder filed a complaint with the lowa Insurance Division.

In response to the complaint, the IID issued the policyholder a letter (Exhibit F). The Division’s
complaint analyst recognized that IAC 191-15.44 was relevant to the dispute and included an excerpt of
the rule. The relevant portion of the rule is:

When a loss requires replacement of items and the replaced items do not match in
quality, color or size, the insurer shall replace as much of the item as is necessary to
result in a reasonably uniform appearance within the same line of sight.

Rather than engage in any meaningful analysis of whether the replaced items (i.e. the shingles) “match
in quality, color or size” or whether the replaced items “result in a reasonably uniform appearance,”
the analyst immediately concludes:

Based on confirmation the existing shingles are still available; Depositors is in
compliance with the above lowa Administrative Code.

Nowhere is the current availability of the damaged materials mentioned or alluded to as a factor
relevant to meeting the requirements of this rule. One might be inclined to conclude that if the original
product is still available for purchase, it would automatically match the original. However, this isn’t
always the case for a number of reasons, such as product changes (chemical reformulation, design
updates, etc.) and variation in natural products (wood, stone, etc.).

When it actually comes down to determining whether a repair complies with this rule, the first
guestion that must be answered is: do the replaced items match in quality, color or size? | am certain
anyone with standard vision will conclude in this case that the shingles do not match in color.

Since they do not match, the insurer must “replace as much of the item as is necessary to result in a
reasonably uniform appearance within the same line of sight.” Once again, | think anyone with fair
eyesight could easily pick out the repair from many different lines of sight—proving that the repair did
not result in a reasonably uniform appearance.

Since the prescribed repair fails both these tests, Depositors is in fact NOT in compliance IAC 191-
15.44.

Despite the adjuster’s misrepresentation of the policy, deficient denial, and failure to meet the line-of-
sight requirements, the Division’s analyst writes near the end of his letter, "We were not able to

’

definitively identify any violations of lowa insurance law.’



This is far from the first time 1ID has drawn this baffling conclusion on the line-of-sight issue. We have
answers to complaints going back nearly two years that make similar statements. The Division writes in
a 05/02/2023 letter:

Also, as noted in the prior response, an ITEL report was completed that found the
original siding is still available. The policy contains an exclusion for wear and tear.
Based on this information, the Bureau determined Allstate has satisfied the line of sight
requirements.

Again, in a 12/13/2023 letter:

Per this rule if the original product is available per an ITEL report, then yes, this rule has
been satisfied since the product would match in quality, color, or size.

While we recognize the authority of the Division to exercise a certain degree of executive interpretation
in enforcing their own administrative rules (especially when merited on a case-by-case basis), there
seems to be a clear pattern of the Division applying a different standard altogether than what a plain
reading of IAC 191-15.44 would render.

Further evidence that the Division is applying a different standard than current law can be found by
comparing their interpretation of the current law to the very language they are proposing to the
legislature with division VI of HSB 256 and SSB 1194. The relevant section of the proposed legislation
reads:

When a loss requires replacement of a product and the product to be replaced remains
available for purchase, the identical product shall be used to repair or replace the
damaged product, even if the undamaged existing product shows discoloration due to age
or normal wear and tear.

The Division’s current enforcement (or rather lack thereof) of IAC 191-15.44 reflects what they want
the law to be, not what the law actually is. This begs the question: how and why has the Division
(whose mission is “Protecting Policyholders and Providing a Fair Regulatory Environment”) allowed the
interpretation of their own rules to become so distorted in favor of insurance companies?

Further: if the Division has allowed consumer protection to erode this much under the current rule,
how much further would it erode if the standard is actually lowered to what is being proposed in
division VI of HSB 256 and SSB 11947
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EXHIBIT F

Thank you for bringing your concerns to our attention. Based on the information obtained in this
matter, Depositors is following the terms, and conditions, of the policy/contract. We are not able
to ask them to do any more than is required under the terms of the policy. Additionally, we are
not able to become involved in deciding the extent of damage or the amount of settlement related
to a claim. We were not able to definitively identify any violations of lowa insurance law.

The Iowa Insurance Division seriously evaluates every inquiry and complaint that we

receive. The goal of the Division’s complaint process is to ensure that lowa insurance rules and
regulations are enforced. These laws require that insurers and producers honestly describe
policies and coverage. These laws also require insurers to follow fair and reasonable procedures
in handling claims and determining whether a claim is covered under the benefits promised to
Iowans in their policies or contracts.

Although the Division has concluded that no further investigation into insurance law violations is
warranted at this time, the Division’s Consumer Advocacy Office may conduct additional
limited review under Chapter 505.8(6) of the lowa Code. The Consumer Advocacy Office may
be reached by phone at 515-654-6538, by email consumer.advocate@iid.iowa.gov, or by mail at
1963 Bell Ave Suite 100, Des Moines, Iowa, 50315.

Thank you for taking the time to address your concerns to the Division.

Respectfully,

Bradley P. Gillinge

Bradley P. Billings
Insurance Complaint Analyst
Iowa Insurance Division
515-654-6453
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