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AOB
The Magnitude 

Of the 
Problem
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Massive Lawsuit Growth

Significant Rate Increases

Surplus erosion

Water Claims

Roof/Hail Epidemic

The AOB Problem
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Assignment of Benefits

'I transfer and 
assign any and 
all insurance 
rights, benefits, 
and causes of 
action under my 
property 
insurance policy' 
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AOB – The Storm After the Storm
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AOB Lawsuits are up 186% 
from 2014 to 2016 (excl. Citizens)
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A Growing Problem

http://johnsonstrategiesllc.com/aob-an-ugly-iceberg
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Industry Impact
It’s affecting everyone



• At Q3 2016, 14 companies implemented rate 
increases largely driven by AOB and Roof/Hail

• Over 870,000 homeowners insurance customers 
are experiencing rate increases.  This number 
will likely double in 2017

• This doesn’t include dwelling fire or mobile home
• There are 6-8 more companies that will be 

showing rate indications in the double digits in 
the next several months
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Rate Increases



• Q3 2016 Net Income for the industry decreased 
year over year (YOY) by approximately 64.3% (-
$295.3m). 

• Florida domestic companies were responsible 
for most of the decrease, -88.6% (-$259.8m)

• Q3 Net Income for the FL domestics was 
$33.3m in 2016 compared to $293.1m in 2015.

• 20 Florida domestics experienced remarkable 
surplus reductions year over year at Q3 2016. 
More will follow at Q4 2016. 
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Increased non‐cat losses are 
stressing Florida surplus



• Net Combined Ratio for FL domestics increased 
from 92.1% to 105.1% (+13%) while Net Loss 
and LAE Ratio increased from 53.2% to 63.8% 
(+10.6%). 

• To serve as a comparison, in the prior Q3 YOY 
results (2015 Q3 vs 2014 Q3), we saw Net 
Income increase 6.5% (+$17.8m) while the 
Combined and Net Loss and LAE ratios 
increased only 1.9% and 3.2%, respectively.

•
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Increased non‐cat losses are 
stressing Florida surplus



• Net Income for the industry is down 64.3% YOY 
(-21.4% for ANTS vs -88.6% other companies)

• Gross Loss Ratio for the industry is up 17.5% 
YOY (+0.04% for ANTS vs +19.3% other 
companies)

• Net Loss & LAE Ratio for the industry is up 
17.7% YOY (+0.6% for ANTS vs +20.0% other 
companies)

• Net Combined Ratio for the industry is up 13.0% 
YOY (+0.6% for ANTS vs +14.2% other 
companies)
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Net Income Erosion



• In the last six years: (OIR Data Call Report 
February 2016)

• frequency of water damage claims increased by 
46%

• severity of water claims increased by 28%.
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Water Claims are an Epidemic



13

An AOB Could Put Floridians in Hot Water 
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What The Hail Is Going On?
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2014‐2015 Hail Frequency
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Numerous tests have shown NO shingle damage occurs from ¾” hail. Some 
11 year old shingles can be damaged by 1” hail and some new shingles can 
be damaged by 1.25” hail. Tests show it takes 1.25” to 1.5 “ hail to possibly 
damage 30 year laminated shingles. The hailstone speed, size, trajectory, and 
density are all factors that can vary the potential for damage. (as well as the 
pitch of the roof and the material or lack of material supporting the roofing 
material).

How Large Does a Hailstone Have 
to be to Cause Roof Damage?
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Hail Myth: I have damage to my A/C fins or 
roof vents. My roof must also be damaged?

Very thin AC fins (.006 to .008” thick) and relatively thin 
aluminum heater flue vents (.018” thick) are generally 
unsupported materials and easily damaged by small hail.  
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Hail Myth: My roofer measured the width of the dents on my roof vents and 
told me since the dents were 2” wide that at least 2” hailstones hit my roof 

This is not always a reliable method to determine the size of 
hailstones that hit the roof. A study revealed that the dent 
diameters can exceed the size of ice sphere diameters by factors 
as high as three times.  
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Hail Myth: My gutters have a lot of roof granules in them after the last storm 
– my roofer told me the roof has to have been damaged

A study revealed  the small amount of granules lost during a hailstorm 
does not shorten the life of a roof or adversely affect its water shedding 
ability. 
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Roof – Splatter from non‐dense hail – not damage
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Roof – Not Hail Damage 

Typical shingle wear due to age
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Roof – Not Hail Damage 

Typical shingle blistering
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Roof – Not Hail Damage 

Man‐created – consistent size and away from 
the dangerous roof edge!
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Where’s the Collateral Damage??
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So, If There is Actual Hail Damage…What’s Next?
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Repairs

Is the roof repairable? What does the code 
say about repairing the roof?
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• Each claim is handled on its merits

• Panel of licensed professional engineer firms

• ISO Claim Search 

• Weather Verification

• Repair vs. replacement

Damage Investigation



AOB: Greed is Not Good

Drivers of AOB in Florida:
• One-way attorney fee shifting statute. Incentivizes 

attorneys to sue for $1 dispute because they can make 
thousands. Fee statute applies to AOBs as well as 
insureds.

• Sharp decline in hurricane and sinkhole claims in 2011
• Rise of water extraction and repair contractors who 

educate themselves in how to make money from 
homeowner insurers.
• Harvey Cohen of Cohen Grossman law firm: 

Frequent seminars in Florida for AOB
• Anthony Delmedico, “Win The Storm” Conference, 

Miami, February 2017
28

AOB: Greed is not good



• AOB Litigation: Most AOBs seek less than 
$5,000

• The money is in the attorney fees

• What amount goes into the pockets of the 
plaintiff attorneys? 
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Attorney Fee Statute
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Insurance Deception 101
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Insurance Decption 201


