Texas Department of Insurance
Residential Property Windstorm Exclusion Credits Data Call
Reporting Instructions

Background and Purpose
[bookmark: _GoBack]On June 14, 2013, Governor Rick Perry signed into law Senate Bill 1702.  SB 1702 permits residential structures that were built, remodeled, or repaired on or after June 19, 2009, which are not in compliance with applicable building code standards, to be eligible for coverage through the Texas Windstorm Insurance Association if:
(a) on or after June 19, 2009, the structure was insured by a private insurer that subsequently canceled or nonrenewed insurance coverage for the structure, 
(b) the applicant provides TWIA proof of private insurance coverage and proof of cancellation, and
(c) the structure has not been remodeled or repaired after the private insurer canceled or nonrenewed the coverage, but before the applicant submitted an application for TWIA coverage.
For such risks, SB 1702 requires TWIA to charge a premium based on the rate charged in the voluntary market for the portion of the canceled or nonrenewed policy that provides windstorm and hail coverage for the applicable risk, plus an annual premium surcharge of 10 percent.

In this data call, the Texas Department of Insurance is requesting information about the amount of credit that voluntary residential property insurers provide for excluding windstorm and hail coverage in the catastrophe area, as defined by the commissioner under Insurance Code §2210.005 and outlined below.  TDI will provide the information gathered from this data call to TWIA.  TWIA will use this information to help determine the premium applicable to residential structures that qualify for coverage under this provision of SB 1702.  TDI will also use the data in its continuing efforts to monitor the residential property market in the catastrophe area.

Companies Required to Report
This data call applies to all insurance companies, corporations, exchanges, mutuals, reciprocals, associations, Lloyds, surplus lines, or other insurers writing property and casualty insurance in the state of Texas.  

All insurers that issue or, according to their underwriting guidelines, may issue a residential property policy that provides windstorm, hurricane, and hail coverage in any portion of the catastrophe area are required to provide a Transmittal Form, submit data on the Data Reporting Form, and complete the Methodology Description Form.  Insurers that do not issue and, according to their existing underwriting guidelines, will not issue any type of residential property policy that provides windstorm, hurricane, and hail coverage in any portion of the catastrophe area are only required to submit the Transmittal Form. 

For the purposes of this data call, residential property insurance means insurance coverage against loss to real or tangible personal property at a fixed location that is provided through an owner-occupied homeowner’s policy, a condominium unit owner’s policy, a renter’s or tenant policy, a farm and ranch owner’s policy, or a residential dwelling allied lines policy.


Transmittal Form
In the Company Contact Information section of the Transmittal Form, provide the name of the insurance group and the name of the person TDI should contact for any questions, and that person’s title, telephone number, and email address.

Complete the Company Transmittal section for each insurance company in the insurer’s group that is authorized to write property insurance in Texas, whether or not the company writes residential property in Texas.  Provide each company’s name and NAIC number.  For each company, indicate whether the company provides or is willing to provide windstorm, hurricane, and hail coverage for the listed residential property subline by placing an “X” in the appropriate box.  For each company, indicate “Yes” or “No” for each of the five sublines listed in the company transmittal section.

Insurers that provide wind coverage in the catastrophe area but do not have a rating methodology for excluding wind in the catastrophe area for a particular subline of business are not required to report data for that subline of insurance.  Companies that are in this situation must check the “No Credit” box for the applicable subline of insurance.

Data Reporting Form
Line of Business Codes
The data call uses the following codes for the listed residential property sublines:

HO:	Owner-occupied homeowners’ policies written on an HO-1, HO-2, HO-3, HO-5, HO-A, HO-A (Enhanced), HO-B, HO-C, or other similar forms, and reported on line 4 of the annual statement.

TEN:	Renters’ policies written on an HO-4, HO-BT, HO-CT, or other similar form, and reported on line 4 of the annual statement.

CON:	Condominium unit owners’ policies written on an HO-6, HO-BT, HO-CT, or other similar forms, and reported on line 4 of the annual statement.

DWLG:	Residential dwelling allied lines policies written on a TDP-1, TDP-2, TDP-3, or other similar forms intended for residential structures, and reported on line 2.1 of the annual statement.

FRO:	Farm and ranch owners’ policies reported on line 3 of the annual statement.

Definition of Catastrophe Area
The catastrophe area means the 14 coastal counties in Texas plus those portions of southeastern Harris County east of state highway 146 that are designated as a catastrophe area.  The 14 coastal counties are:  Aransas, Brazoria, Calhoun, Cameron, Chambers, Galveston, Jefferson, Kenedy, Kleberg, Matagorda, Nueces, Refugio, San Patricio, and Willacy. 


Farm and Ranch Owners’ Policies
For farm and ranch owners’ policies, insurers must report the average credit for excluding wind and hail coverage on the residence premise.  Insurers must report this as a percentage of the total farm and ranch owners’ premium.  However, if the company reports the premium for the residence premise as a separate item on the declarations page, the company may report the average credit for excluding wind and hail coverage on the residence premise as a percentage of the premium for the residence premise.

All companies reporting data for farm and ranch owners’ policies must indicate on the Data Reporting Form whether it expresses the credit as a percentage of the total farm and ranch premium, or whether it expresses the credit as a percentage of the residence premise premium only.

Completing the Data Reporting Form
For each company and each subline of insurance listed on the Transmittal Form for which the company has checked “Yes,” complete the corresponding information in the Data Reporting Form.

(1) Co NAIC #:  Provide the NAIC number for the company.  This should match the NAIC number reported on the Transmittal Form.

(2) Subline of Business:  This field has been prepopulated with each of the five listed lines of business (“HO,” “TEN,” “CON,” “DWLG,” and “FRO”).

(3) Average Credit For Excluding Windstorm and Hail Coverage:  For the given company and given subline, provide the company’s current average credit for excluding windstorm and hail coverage in the catastrophe area.  Report this information based on the company’s rates on file as of October 1, 2013.  Report this amount as a percentage of the total policy premium, including policy fees, for the subline of insurance.  For example, if the company offers a uniform windstorm exclusion credit of 40 percent for all renters’ policies written in the catastrophe area, report “40%” for that company for subline “TEN.”

If the company uses a rating algorithm that determines the final premium by first calculating partial premiums separately by peril, then provide the Average Credit for Excluding Windstorm and Hail Coverage as a percentage of the total policy premium, including all perils, any expense loads, and any policy fees.  Do not report the Average Credit for Excluding Windstorm and Hail as a percentage of the windstorm and hail peril premium.  

Determine the average windstorm, hurricane, and hail credit based only on policies where the company currently provides windstorm and hail coverage in the catastrophe area.  For example, if the company’s windstorm and hail exclusion credits vary based only on geographic territory, the company’s average credit for excluding windstorm and hail coverage should be calculated based on the distribution of premiums by territory for policies where the company currently provides windstorm and hail coverage.

(4) Total Premium on Policies Used to Calculate the Average Wind Exclusion Credit.  Provide the total premium for the set of policies used to determine the Average Credit for Excluding Windstorm and Hail Coverage.

(5) FRO Percent.  This column applies only to the farm and ranch owners’ subline of business.  All companies reporting data for farm and ranch owners’ policies must complete this column.  Indicate whether the wind exclusion credit on the residence premise is expressed as a percent of the total farm and ranch owners’ premium, or as a percentage of the residence premise premium only by placing an “X” in the appropriate column.  Insurers that do not show a separate premium for the residence premise on the declarations page must express the wind exclusion credit on the residence premise as a percentage of the total farm and ranch owners’ premium.

Methodology Description Form
Purpose of the Methodology Description Form
A company’s methodology for determining the credit for excluding windstorm can vary from very simple methods that depend on one or two variables, to very complex methods that depend on tens of variables.  TDI understands that for very complex rating systems, determining the average windstorm and hail credit may require simplifying assumptions.  The purpose of the Methodology Description Form is to give companies some flexibility in the methodology they use to determine the Average Credit for Excluding Windstorm and Hail Coverage, but also enable TDI to evaluate whether the methodology provides a reasonable estimate of the company’s average windstorm and hail exclusion credit.

Insurers must provide a Methodology Description Form for each company and each subline of business where the company has checked “Yes” in the Transmittal Form.  If the insurer uses the same methodology for multiple companies, the insurer may provide the description for a single company, and reference that description on the Methodology Description Forms for all other companies.

Company Contact Information
In the company contact information section of the Methodology Description Form, provide the name and contact information for the person responsible for the data call.  This must match the contact information provided in the Transmittal Form.

Methodology Description Section
In the methodology description section, describe the method the company used to calculate the average credit for excluding windstorm and hail coverage.  For each applicable company and subline of insurance, the methodology description section must include a detailed description of the data the company relied on, and a detailed description of the method the company used to calculate the average.  The company must provide a description that contains sufficient detail such that a qualified actuary could replicate the company’s calculations if the qualified actuary was only given the data the company relied on, and the methodology description.

If the data or methodology varies by company or subline of business, the reporting company must provide a separate methodology description for each company and each subline of business.  

Nondisputed Methodologies
The following are a list of methodologies that TDI will accept without dispute.  Since rating methodologies can vary significantly from one company to another, it is not possible to list all of the methodologies that are acceptable to TDI.  Companies should not consider this as a complete list of all the methodologies TDI will accept.  Whatever methodology the company uses must result in a reasonable estimate of the company’s average credit for excluding windstorm and hail coverage for policies where the company currently provides wind coverage.

I. Companies may rely on a methodology where policies that currently provide wind coverage are rerated to exclude wind coverage, and the average credit for excluding windstorm and hail coverage is calculated by subtracting the total premium after excluding wind from the current premium including wind, and dividing this difference by the current premium including wind.

II. The company may rely on a methodology in which the company calculates a weighted average wind and hail exclusion credit by:

(1) determining the total premium on policies providing wind coverage for each rating cell with a unique percentage windstorm and hail exclusion credit;
(2) then multiplying the percentage windstorm and hail exclusion credit by the corresponding written premium for policies covering wind in that rating cell;
(3) then summing the products from step (2);
(4) dividing the sum of the products by the total premium on policies providing wind coverage for all rating cells; and
(5) subtracting the results of step (4) from 1.00.

III. For companies that use peril rating algorithms, the company may use a methodology whereby the company:

(1)  subdivides the population of policies in the catastrophe area into rating groups where
a. there is little variation in the ratio of the windstorm, hurricane, and hail peril premium to the total premium within a rating group
b. there are policies where the company excludes wind in each rating group, and
c. in each rating group, the average risk characteristic (for example, amount of insurance, construction type, tier, credit score, etc.) for the population of policies where the company excludes wind is reasonably similar to the average risk characteristic for the population of policies where the company includes wind.
(2) calculates an average premium in each rating group separately for policies covering wind and policies excluding wind;
(3) calculates the average premium credit for each rating group as 1.00 minus the ratio of the average premium for policies excluding wind divided by the average premium for policies including wind; and
(4) calculates the final average credit for policies excluding wind and hail coverage as the weighted average of the average premium credit in each rating group, using the premium on policies providing wind in each rating group for weights, similar to the procedure described in steps (2) through (5) of method II.

Companies that use method III must also describe on the Methodology Description Form the rating groups it used, and the tests it performed to ensure the populations including and excluding wind had similar average risk characteristics.

Work Papers
Insurers must maintain work papers used to calculate their average credit for excluding windstorm and hail coverage until December 31, 2016.  TDI may request that the company provide their work papers as part of its review of the company’s submission.

Data Subject to Chapter 552, Government Code (Public Information Act)
The information provided in the Transmittal Form, Data Reporting Form, and Methodology Description Form is subject to public disclosure under Chapter 552, Government Code, including the exemptions from public disclosure contained under Subchapter C of Chapter 552.  Insurers that believe the information provided in the data call is confidential or otherwise exempt from public disclosure under Chapter 552 must indicate so.  However, since TWIA is also subject to Chapter 552, TDI will share all data call submissions with TWIA, even submissions marked confidential or exempt from public disclosure.

Submission Information and Deadline
Companies must submit the completed data call to TDI on or before December 31, 2013.  

Companies must email an electronic version of their response to the data call to Brian Ryder at brian.ryder@tdi.texas.gov.  Submissions must be in MS Excel, MS Word, or other spreadsheet or word processing software that is compatible with MS Excel or MS Word.  TDI will not accept files in PDF, GIF, JPEG, TIF, or similar formats.

Direct all questions about this data call to Brian Ryder by email at the above email address, or by telephone at 512-322-3577.
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