HOMEOWNERS INSURBR ACT OF 2010

The purpose of the Act is to promote the publicfarel by regulating Property Casualty
Rates to the end that they not be excessive, inateqr unfairly discriminatory;

To Promote Actuarial Sound Rates based on accuafdoyensity and frequency of
Predicted Hurricanes and ensure accuracy of Magsatth Risk of Hurricane Losses in
Coastal Territories.

Section 1. Repeal of the File and Use Option;

The Massachusetts Division of Insurance shall fefped’ File and Use” option presently
used by Property Casualty Insurers and shall pitodaibinsurer from increasing rates
before the approval by the Commissioner of Inswganc GOOD!

I'D MODEL THE REGULATION ON PROPOSITION 103'S APPRECH TO AUTO
INSURANCE. DISALLOW INAPPROPRIATE EXPENSES, LIKEQABBYING OR
EXCESSIVE CEO SALARY, ETC. THEY CAN DO IT BUT THEOLICYHOLDERS
SHOULD NOT PAY FOR IT. STATE SHOULD PUBLISH THE EFCIENCY
STANDARDS AND DISALLOW INEFFICIENT EXPENSES BEINGASSED THRU
TO POLICYHOLDERS. AND SO ON/ TRANSACTIONS WITH ARLIATES
SHOULD BE DISCLOSED AND CAREFULLY VETTED.




| Section2B3. All Property Casualty Insurers are restrictedne rate filing in each 12
month period.
Insurers shall certify in a rate filing themiber of policies they intend to non-renew
| And that the reduced risk is calculated ihtirtrates. OK

| Section E. All Property Casualty Insurers shall provide Massachusetts Division of
Insurance with all information requested in a fdbeg which shall include along with

| information already requiredall income, profits, all expenses, investmenbme and
any and all data on reinsurance purchased or pufihased prior to conclusion of filing

| and include copies of contracts and paymeatk.

Section 4 The Commissioner of Insurance shall have the aitytto decrease rates if
they are found to be excessiveK

Section 5&- The Massachusetts Attorney General shall havauti®rity to call for a
rate hearingpn

for any Property Casualty Insurer in the event the @@sioner of Insurance should not
disapprove a rate filing and the Attorney Geneeald the rate is excessi@&

ALSO SHOULD ALLOW THE CA APPROACH OF A CONSUMER DEM\DING A
HEARING. IF THE CONSUMER INTERVENR=ES AND MAKES A
“SUBSTANTIAL CONTRIBUTION” TO THE CASE, THE FILINGINSURER MUST

PAY THE CONSUMER'S LEGAL FEES, ACTUARIAL FEES ANDGFORTH.
FHTHAT COST WILL BE ALLOWED TO BE PART OF TH FINAL RAE LEVEL.

Section6-3. Hurricane Models;

A. All Property Casualty Insurers must provide sufitiinformation in rate filings
to prove that Massachusetts data was used by mealeldating hurricane losses.
Said Massachusetts data shall be consistent watimtist current accepted
“Standards” used by the Commission on Hurricanes|Ri®jection Methodology.
Said information shall include Model Identificatiand the following “Standards”
applied to Massachusetts: General Standards, Méteical Standards,
Vulnerability Standards, Actuarial Standards, Staidl Standards, and Computer
Standards. EVERY ASSUMPTION IN THE MODEL MUST BE DISCLOSED,
INCLUDING STATING WHICH ASSUMPTIONS WERE MADE BY T
MODELER AND WIICH BY THE INSURER. MODELERS SHOULBE
REGULATED AS ADVISORY ORGANIZATIONS IN THE SAME WAYAS
SO IS.

MASS NEEDS ITS OWN MODEL!




. All Property Casualty Insurers must provide suéfitiinformation in rate filings
to justify the appropriateness of the amounts imisigance purchased or to be
purchased prior to conclusion of filindALSO, THE CALCULATION OF THE
REINSURANCE PREMIUM BY THE REINSURER SHOULD BE
SUBMITTED. REINSURANCE WITH AFFILIATES MUST BE FULY
DISCLOSED AND MARKET TESTS APPLIED TO STOP PROFITEERG
BY THE AFFILIATE.

. All Property Casualty Insurers are restricted freassing any duplicate
reinsurance costs in their rates for MPIUA exposure

Rates shall be based on Hurricane Loss Modelshwdrie approved by the
Commission on Hurricane Loss Projection Methodologly, without any
modifications to said methodology except certaiteda unique to
Massachusetts, such as transitioning storms.

. All Insurers shall use approved models in detenngris Probable Maximum
Loss (PML). Model outputs shall correlate to ourdglachusetts historic past of
Hurricanes and tracks of HurricaneBHIS S/B DISCOLSED AS PART OF THE
BACK-UP FOR THE REINSURANCE COSTING (IT WILL BE
INTERESTING TO SEE HOW PML'S VARY BETWEEN INSURERS

. “Blended Rates”, using outputs from multiple husne models are not allowed in
Massachusetts rate filings since this practicetsaiowed by the Commission on
Hurricane Loss Projection MethodologWATCH OUT. IF THE INSURER
GETS MORE THAN ONE MODEL'S OUTPUT, YOU WANT TO SHEH,
EVEEVEN IF THEU DON'T USE IT. IF THEY HAVE 3 OUTPUTS AND
SELECT THE HIGHEST, GOOD INFO TO KNOW.

. Property Casualty Insurers shall identify and dydlomes using the “Effective
Age” of the home and not the actual age. This neiall better reflect the
actual condition of the home and insurers riskiIS MIGHT HURT THE LOW
INCOME PEOPLE? MAYBE SOME HELP IN UPGRADING HOMHESDR
THEM?

H-In the Vulnerability Standard, the hurricane modgiall be required to use <~~~ { Formatted: Bullets and Numbering

“Average” home as the standard and not the “wedi@sie”. The Insurers shall
be responsible to make sure Massachusetts homtuaitn techniques and
standards are used by Hurricane Modelers.

[

3.

All Hurricane Models for the purpose of “CoastapBsure area” in the «- - - { Formatted: Bullets and Numbering




1. “-Standards” shall use the New England States o@ity,Rl, MA, NH, ME), in
calculating hurricane losses.
New York and New Jersey shall not be considergahasof our Massachusetts
coastline.

Section74. Trade Secrets;

All Property Casualty Insurers shall identify amycdments as “Trade Secrets” that
are required to be submitted to the Division oluhasice, including certification by
the insurer that the document meets the definitice“ Trade Secret” and that the
insurer has taken specified measures consistemthig definition.

BURDEN OF PROOF OF ANY CLAIM OF SECRET ON INSURERANYONE
CHALLENGES THE CLAIM

An Insurer shall be liable for Attorney fees andtsoor be subject to a fine if a court
determines that a document identified by an insasea “Trade Secret” is not a “trade
Secret” and is a Public Record.

The Massachusetts Division of Insurance shall haired to make a preliminary
determination that a document labeled as a “ TBalet” is not, in fact, a “ Trade
Secret” and to make such information publicly aadalié upon providing specific
notice to the insurer and an opportunity to obsairinjunction or ruling from a court.
Should the Division of Insurance fail to act, thaddachusetts Attorney General shall
have authority to intervene in the public’s bestiast and file any and all court
requests regarding “Trade Secrets”.

The Massachusetts Division of Insurance (and dtele agencies) can share “Trade
Secret” documents with other state agencies fotemsatvithin the scope of their
authority.

Section85. Wind Deductibles in Coastal Territories

Wind Deductibles in Coastal Territories shall iggered by Hurricane Wind only
using the Saffir/Simpson Hurricane Scale. Sustaimed speed of 75 mph or greater
is the only criteria for the definition of HurricanA hurricane percentage deductible,
not to exceed 3 % of the replacement value of thpgrty, shall apply to windstorm
loss that occurs within a period of 12 hours befar&2 hours after the hurricane
makes landfall anywhere in MA as declared by thédwal Weather Service.

No other wind event in Coastal territories shagjger wind deductibles.



Section96. Mitigation Credits
Mitigation Standards shall be established for adddassachusetts properties based

on Massachusetts accurate risk of Hurricanes ansidering Massachusetts building
codes and past hurricane wind damage experience.

Actuarially Sound Mitigation Credits shall be edisited which will reduce

premiums to coastal consumers when said mitigattdions are taken. Inspections of

any mitigation actions taken shall be required egtified by a licensed inspector or
licensed home builder.

Sectionl07. Homeowner Policy Changes

1. All Property Casualty Insurers in Massachusettdl plece a Zero (0) in Pert B of
the Homeowner Policy if NO “Other Structure” existhis reduction in total
value shall be reflected in the PMipobable maximum loss) of the insurer’s
portfolio.

2Section 11The Massachusetts Division of Insurance shall ereator before 3~ «--

months from this Act passing, a “Standard Homeowwicy Information Sheet”
which will be required for use in all Massachusettsneowner Policy renewals. This
Information sheet shall be written in simple langgiavhich an average citizen can
understand.
This shall include a description of coverage, pragfinition of insurance terms, note
any changes in policy, explain deductibles andgetis for deductibles, describe
options available to decrease premium includindgaiiton actions, give a clear
description of any changes to the policy coveréggtions are taken, and give
exclusions of policy.
IS ANTICONCURRENT CAUSATION CLAUSE IN USE IN MASSIF SO, TRY TO
STOP IT!

This Homeowner Policy Information Sheet shall bet @it by the Insurer directly to the
consumer 45 days prior to the renewal date. Tt alow the consumer proper time to
shop around for the best coverage and price pritiet expiration of the present policy.

Sectionl28. Consumer Advocate Department

The Massachusetts Legislature shall create bytStattConsumer Advocate
Department” within the Division of Insurance. Thispartment shall operate solely
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for the benefit of the consumers and shall notdgeilated by the Division of
Insurance or the Governors Administratid®HOULD BE INDEPENDENT OF THE
DEPT. HIRE/FIRE NEEDS TO BE ELSEWHERE.

- 5

Section 13The Financial Services Committee along with congusagocates from
coastal territories shall form a committee t@bksh the “mission, purpose, and
power of this newly created department. FundingHar department will be paid by
the excess in homeowner insurance policy taxes ynah&h the State has collected
since 2004 due to the huge increases in Coastaépyopremiums.

NEED TO CREATE A CONSUMER ADVOCATE WITH TEETH. REQRE CA
TO INTERVENE IN ALL MAJOR RATE FILINGS (E.G., THE OP 10 WRITERS
IF RATE UP MORE THAN 5%)

PLUS GET THE CA CONSUMER APPROACH OF ALLOWING CONBSIERS
OR CONSUMER GROUPS TO DEMAND HEARING AND GET FUNDNIF
THEY MKE “SUBSTANTIAL CONTRIBUTION.”

Sectionl49. Homeowners Wind Damage Claim Data Collection

The Massachusetts Division of Insurance shall requegtailed and accurate wind
claim information data on all damage to homes irss84ahusetts. This data shall
detail damage to homes only. Catastrophic wind dgmni&any, shall also be
collected.

This data shall reflect the type of storm causiig slamage and where in State
damaged property is located.

Water and flood damage shall be excluded.

This additional detailed information shall be pafrthe Division of Insurance Annual
Report.

This action will give a better basis for Hurricavledelers to evaluate the
vulnerability of our Massachusetts homes due teeffexts of Wind.



