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The Alabama Trade Practices Law prohibits an insurer from paying or giving any
valuable consideration or inducement not specified in the policy as an inducement to
the purchase of insurance. Ala. Code §§ 27-12-12(a), 27-12-14(a). The Law
generally prohibits acts, practices, or methods of competition in the conduct of the
business of insurance that are, or are determined to be, unfair or deceptive.

The Department construes these provisions and the general intent of the Trade
Practices Law as prohibiting a property and casualty insurer from directly or
indirectly requiring an insurance customer to purchase additional types of insurance
(such as life insurance or automobile insurance) from the insurer or its affiliates as
an express or implied condition to the customer’s ability to obtain homeowners
insurance coverage from that insurer. These provisions are also violated if an insurer
predicates a decision to renew an existing homeowners insurance policy on whether
the insured had in effect other insurance business with the insurer or its affiliates as
of a specific prior date. An insured may reasonably infer that homeowners insurance
was renewed because of the supporting business and that a supporting business
condition would again be implemented the next time the insurer can decide whether
to renew the policy, thus inducing the insured to maintain the supporting business
with the insurer or its affiliates.

An insurer is not prohibited from requiring that a customer have coverage on a
primary residence through the insurer as a condition for coverage on a secondary
residence.

Any insurer that is engaging in these practices, or has engaged in them at any time
in the last twelve months, must so inform the Department within ten days of the
date of this bulletin, and must immediately cease such practices, to include
rescission of any non-renewal notice.
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