HOMEOWNERS INSURER ACT OF 2010

The purpose of the Act is to promote the public welfareggylating Property Casualty
Rates to the end that they not be excessive, inadeguatgairly discriminatory;

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

Section 1. Repeal of the File and Use Option;

The Massachusetts Division of Insurance shall reghediFile and Use” option presently
used by Property Casualty Insurers and shall prohibit an insaneiincreasing rates
before the approval by the Commissioner of Insurance.

Section 2. Rate Filings;

A. All Property Casualty Insurers are hereby requirecettfg in a rate filing that the
insurer has reviewed the Division of Insurance indicatiord usapproving the insurer’s
last rate filing.

B. All Property Casualty Insurers shall identify fastoised in it's current rate filing that
are inconsistent with factors used by the Division etitance in it’s indications for
approving the insurers last rate filing.

C. The Massachusetts Division of Insurance shall rapegrovision that requires the
Commissioner to approve rate factors for Hurricaiseds that are not reinsured that
provides the insurer reasonable rate of return commensuthtask.

D. All Property Casualty Insurers are restricted to rabe filing in each 12 month period.
Insurers shall certify in a rate filing the numbgpolicies they intend to non-renew
And that the reduced risk is calculated into thadies.

E. All Property Casualty Insurers shall provide the Melsssetts Division of Insurance
with all information requested in a rate filing which sdlatlude along with information
already required : all income, profits, all expenses,stment income and any and all
data on reinsurance purchased or to be purchased priardilongion of filing and include
copies of contracts and payments.

F. The Commissioner of Insurance shall have the aitijtio decrease rates if they are
found to be excessive.

G. The Massachusetts Attorney General shall havautierity to call for a rate hearing
for any Property Casualty Insurer in the event the Casioner of Insurance should not
disapprove a rate filing and the Attorney General fdelgate is excessive.



Section 3. Hurricane Models;

A.

All Property Casualty Insurers must provide sufficient infation in rate filings

to prove that Massachusetts data was used by modeltatalgunurricane losses.
Said Massachusetts data shall be consistent with teeaurent accepted
“Standards” used by the Commission on Hurricane Los&é&tion Methodology.
Said information shall include Model Identification and fiskowing “Standards”
applied to Massachusetts: General Standards, Meteord|&¢gsalards,
Vulnerability Standards, Actuarial Standards, Statis@tahdards, and Computer
Standards.

. All Property Casualty Insurers must provide sufficient infation in rate filings

to justify the appropriateness of the amounts of reims@@urchased or to be
purchased prior to conclusion of filing.

. All Property Casualty Insurers are restricted from passmgduplicate

reinsurance costs in their rates for MPIUA exposure.

Rates shall be based on Hurricane Loss Models whech@proved by the
Commission on Hurricane Loss Projection Methodology,onithout any
modifications to said methodology except certain catanique to
Massachusetts, such as transitioning storms.

. All Insurers shall use approved models in determining itsdteldMaximum

Loss (PML). Model outputs shall correlate to our Maksaetts historic past of
Hurricanes and tracks of Hurricanes.

“Blended Rates”, using outputs from multiple hurricanalats are not allowed in
Massachusetts rate filings since this practice is notvall by the Commission on
Hurricane Loss Projection Methodology.

. Property Casualty Insurers shall identify and qualify Bsmsing the “Effective

Age” of the home and not the actual age. This methodl lstiaér reflect the
actual condition of the home and insurers risk.

. In the Vulnerability Standard, the hurricane models di&lequired to use

“Average” home as the standard and not the “weakesehadrhe Insurers shall
be responsible to make sure Massachusetts home coiostiecthniques and
standards are used by Hurricane Modelers.



3.

I. All Hurricane Models for the purpose of “Coastal Exposanea” in the

J. * Standards” shall use the New England States only,RCtMA, NH, ME), in
calculating hurricane losses.
New York and New Jersey shall not be considered a®parttr Massachusetts
coastline.

Section 4. Trade Secrets;

All Property Casualty Insurers shall identify any documestSTrade Secrets” that
are required to be submitted to the Division of Insuramodyding certification by
the insurer that the document meets the definition“dfrade Secret” and that the
insurer has taken specified measures consistent with fingide.

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

The Massachusetts Division of Insurance shall be reduo make a preliminary
determination that a document labeled as a “ Trade t3&cr®t, in fact, a “ Trade
Secret” and to make such information publicly available yporiding specific
notice to the insurer and an opportunity to obtain an itjpmor ruling from a court.
Should the Division of Insurance fail to act, the Mabs@etts Attorney General shall
have authority to intervene in the public’s best irdeeand file any and all court
requests regarding “Trade Secrets”.

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

Section 5. Wind Deductibles in Coastal Territories

Wind Deductibles in Coastal Territories shall be triggdrgetiurricane Wind only
using the Saffir/Simpson Hurricane Scale. Sustained winetlspie75 mph or greater
is the only criteria for the definition of Hurrican®& hurricane percentage deductible,
not to exceed 3 % of the replacement value of the prgstrall apply to windstorm
loss that occurs within a period of 12 hours before or 1@shafter the hurricane
makes landfall anywhere in MA as declared by the Naktidreather Service.

No other wind event in Coastal territories shall triggend deductibles.



Section 6. Mitigation Credits

Mitigation Standards shall be established for coastabMagisetts properties based
on Massachusetts accurate risk of Hurricanes and evmgjdMassachusetts building
codes and past hurricane wind damage experience.

Actuarially Sound Mitigation Credits shall be establgkaich will reduce

premiums to coastal consumers when said mitigatioorecare taken. Inspections of
any mitigation actions taken shall be required and czdltifiy a licensed inspector or
licensed home builder.

Section 7. Homeowner Policy Changes

1. All Property Casualty Insurers in Massachusetts skadiepa Zero (0) in Pert B of
the Homeowner Policy if NO “Other Structure” exist&isreduction in total
value shall be reflected in the PML of the insurepstiolio.

2. The Massachusetts Division of Insurance shall creat@ before 3 months from
this Act passing, a “Standard Homeowner Policy InfornmaBbeet” which will
be required for use in all Massachusetts HomeownecyP@newals. This
Information sheet shall be written in simple languad&ivan average citizen
can understand.

This shall include a description of coverage, price, defmibf insurance terms,
note any changes in policy, explain deductibles and triggedettuctibles,
describe options available to decrease premium includingatign actions, give
a clear description of any changes to the policy caxeifeoptions are taken, and
give exclusions of policy.

This Homeowner Policy Information Sheet shall be sehbg the Insurer directly to the
consumer 45 days prior to the renewal date. This sl@lN ghe consumer proper time to
shop around for the best coverage and price prior to gheaéirn of the present policy.

Section 8. Consumer Advocate Department

The Massachusetts Legislature shall create by Stat@ersumer Advocate
Department” within the Division of Insurance. This depanishall operate solely
for the benefit of the consumers and shall not balated by the Division of
Insurance or the Governors Administration.



The Financial Services Committee along with consurdeo@ates from coastal
territories shall form a committee to establish thmission, purpose, and power of
this newly created department. Funding for this departmélnibevpaid by the excess
in homeowner insurance policy taxes money which thes $t&d collected since 2004
due to the huge increases in Coastal property premiums.

Section 9. Homeowners Wind Damage Claim Data Collectio

The Massachusetts Division of Insurance shall reqietailed and accurate wind
claim information data on all damage to homes in Massatts. This data shall
detail damage to homes only. Catastrophic wind damage, ishal,also be
collected.

This data shall reflect the type of storm causing said daraad where in State
damaged property is located.

Water and flood damage shall be excluded.

This additional detailed information shall be part of thei€ion of Insurance Annual
Report.

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



