An Act relative to Massachusetts homeowners’ insuraaeefilings

Section 1. Chapter 174A, Section 5 of the General Laws is hemei®nded by striking the last
sentence of paragraph 3 and inserting after paragraph @ldwiig new paragraphs 4, 5, and 6:

4. In any homeowners insurance rate filnag includes a charge for expected hurricane
losses based on the output of a hurricane model (wheshee hurricane load or as a component
of a reinsurance charge), the insurance company hasihento demonstrate in the filing that
(i) the frequency or incidence of hurricanes of eacbgmatly 3, 4, and 5 respectively used for
determining the filed hurricane losses in the model igneater than the historical frequency or
incidence of each such category of hurricane at thedftandfall in Massachusetts in the long-
term HURDAT database, and (ii) the damage or vulnetglfiinction in the model used for
determining the filed hurricane losses in the model atelyreeflects the damageability or
vulnerability of homes in Massachusetts.

5. In any homeowners insurance rate filrag includes a charge in rates for the cost of
reinsurance for expected hurricane or other catastropbhedpthe insurance company shall have
the burden of showing in the filing the dollar amountxyfexted hurricane or other catastrophe
losses covered by the reinsurance and the means by whichreoant is determined. No
amount of or charge for reinsurance shall be includéleirtalculation of homeowners rates that
is more than 100% greater than the amount of the explkatadane or other catastrophe losses
covered by reinsurance.

6. In any homeowners insurance rate filrag includes a charge for expected hurricane
losses, the insurance company shall include actuarialypreble discounts, credits, or other
rate differentials, or appropriate reductions in deductitiéegproperties on which fixtures or
construction techniques demonstrated to reduce the amowssahla windstorm have been
installed or implemented. Such fixtures or construdtgmniques shall include, but not be
limited to, fixtures or construction techniques which ewkawof strength, roof covering
performance, roof-to-wall strength, wall-to-floor-taufadation strength, opening protection, and
window, door, and skylight strength.

Section 2. Chapter 174A, Section 7 (a) of the General Laws idyemenended by striking the
word “he” in the first sentence and inserting the wdodsupon motion of the Attorney General,
the Commissioner”, and by inserting after the first sece the following words: “In a hearing
under this section, any party may obtain discoveryll@haterials, including models and
calculations, pertinent to the filing.”

Section 3. Chapter 174A, Section 7 (b) of the General Laws ishyeaenended by inserting the
following paragraph after the first paragraph: If the@ussioner determines that any already
effective premium is excessive, he shall order a Spatacrease in that premium to be effective
six months from the date of the filing under consideratiHe shall order a specific decrease
irrespective of whether any insurance company or ratiggrization has filed for a decrease in
any premium rate.



Section 4. Chapter 175C, Section 5 of the General Laws is hereleydead by inserting at the
end of section (b) the words: “and provided, further, ifrthe commissioner determines that
any already effective premium is excessive, he shdéroa specific decrease in that premium to
be effective six months from the date of the filing unctamsideration. He shall order a specific
decrease irrespective of whether any insurance compaayirgy organization has filed for a
decrease in any premium rate.”

Section 5 of Chapter 175C of the General Laws is furthiemaed by inserting at the end of the
third sentence of section (c) the wor{fsovided that (1) the association shall have the burden to
demonstrate in the filing that (i) the frequency or innkeof hurricanes of each category 3, 4,
and 5 respectively used for determining the filed hurricasgels in the model is no greater than
the historical frequency or incidence of each such cayegidrurricane at the time of landfall in
Massachusetts in the long-term HURDAT database, gnith¢iidamage or vulnerability function
in the model used for determining the filed hurricanedsss the model accurately reflects the
damageability or vulnerability of homes in Massachusé&t)sthe association shall have the
burden of showing in the filing the dollar amount of expddturricane or other catastrophe
losses covered by the reinsurance and the means by whithreoant is determined, and no
amount of or charge for reinsurance shall be includéleirtalculation of homeowners rates that
is more than 100% greater than the amount of the explketedane or other catastrophe losses
covered by reinsurance, and (3) the association shalbia@ctuarially reasonable discounts,
credits, or other rate differentials, or appropriate radnstin deductibles, for properties on
which fixtures or construction techniques demonstrateddoae the amount of loss in a
windstorm have been installed or implemented. Suchréstor construction techniques shall
include, but not be limited to, fixtures or construction teghas which enhance roof strength,
roof covering performance, roof-to-wall strength, walldtmof-to foundation strength, opening
protection, and window, door, and skylight strength. hearing under this section, any party
may obtain discovery of all materials, including moaeld calculations, pertinent to the filing.”

Explanation:

Accuracy of models and nexis to MAThis bill codifies language that will require proof of
accuracy and a relationship to Massachusetts of the medisks of hurricanes, storm
intensities and frequencies and losses from such outpuisurance rate filings. The bill also
requires more data and requirements for accuracy @atés to the on amounts of re-insurance
purchased by insurance companies. This should help stabilizdwe rates since the cost of re-
insurance is passed directly along to the consumer.

Discounts for “hurricane proofing” one’s home: The bill also provides for reasonable
discounts, credits, or other rate differentials, or appate reductions in deductibles, for
properties on which fixtures or construction techniques detraied to reduce the amount of
loss in a windstorm have been installed or implemented.



