DRAFT
[bookmark: _GoBack]House Insurance Interim Charge
Examine available data on the cost of weather-related property insurance claims and the incidence of litigation of these claims.  Study whether these data reveal trends or patterns over time and what the drivers of these trends might be.  Identify impacts on the property insurance market and on consumers from claims litigation.
Senate Business and Commerce Interim Charge
Monitor the number of lawsuits related to property claims filed as a result of multiple hail storms and weather related events across Texas.  Examine negative consumer trends that may result in market disruption such as higher premiums and deductibles, less coverage, non-renewals, and inability to secure coverage due to insurance carrier withdrawal from the state and make recommendations on legislative action needed. 
Interim Charges
Weather-Related Property Insurance Claims
Summary of Objectives
1. Incidence of Litigation on Weather-Related Property Insurance Claims
2. Trends and Drivers of Trends
3. Impacts on Insurance Market and on Consumers
4. Availability
5. Changes in Policy Forms

Objective 1.  Provide information regarding the incidence of litigation on weather-related residential property insurance claims
For residential property insurance, discuss the number of lawsuits and other observations regarding lawsuits for all claims versus weather-related claims, and any trends over time (Source: Sections I and II of Draft TDI Data Call and TDI data).  
· The number of lawsuits per policy.
· The number and percentage of claims that involve an attorney in total, and by cause of loss.
· The number and percentage of claims that involve a public adjustor in total, and by cause of loss.
· The number and percentage of claims that involve both an attorney and a public adjustor in total, and by cause of loss.
· Whether there is a relationship between the incidence of attorney or public adjuster involvement and the cause of loss.
· How any of the above varies by geographic region.
· How any of the above varies over time.

Objective 2:  Provide information regarding trends and drivers of trends
Drill down on trends and drivers of trends relating to the incidence of litigation on weather-related residential property insurance claims (Source:  Sections I and II of Draft TDI Data Call and TDI data).
· What is the amount of loss, number of claims, and average loss for claims with attorney and/or public adjuster involvement?  How do these compare to claims without attorney and/or public adjuster involvement?
· What percent of claims reopen after attorney involvement (or date of suit) versus before attorney involvement (or date of suit)?
· How does the ratio of the claim amount to the policy limits compare for claims with attorney involvement versus claims without attorney involvement?
· What is the average amount of time before an attorney or public adjuster becomes involved in a claim?  How has it changed?
· Is there a relationship between the policy limit and the incidence of attorney or public adjuster involvement?
· Are attorneys “bundling” the claims of multiple insureds for settlement purposes, and are ALAE or settlement amounts for bundled claims higher than non-bundled claims?
· How any of the above varies by geographic region?
· How any of the above varies over time?

Objective 3:  Provide information regarding impacts on the market and on consumers
For residential property insurance provide information on trends for average premium, claim frequency, claim severity, loss ratios, and other market measures, both statewide and by geographic region. (Source:  TDI data)

Objective 4:  Provide information regarding insurance availability 
Discuss different measures of availability for residential property insurance.  While TDI would have access to data from various internal sources, TDI would not know why a company exited the market or restricted writings in certain areas.  The answer to why would have to come from insurers. (Source:  Section III of Draft TDI Data Call and TDI data)
· Number of entrants and withdrawals by year.  Are the reasons for withdrawals related to the incidence of litigation for weather-related claims?
· Number of companies actively writing residential property insurance in Texas.
· Change in number of policies, statewide and by region by year.
· Underwriting restrictions by year or following catastrophes.  Are the reasons for the underwriting restrictions related to the incidence of litigation for weather-related claims? 

Objective 5:  Provide information regarding changes in policy forms 
Discuss observations on actions companies are taking for residential property insurance through contractual changes.  While TDI has access to data from various internal sources regarding the approval of forms and endorsements, TDI does not have data regarding the use of such forms and endorsements.  Nor would TDI know the reasons for any increased use of such endorsements (Source: Section III of Draft TDI Data Call and TDI data)
· Are insurers limiting coverage or adding exclusions to policies? (e.g., Roofs, ACV, other limitations).
· Are insurers requiring larger deductibles?
· Hurricane and Tropical Storm
· Non-hurricane wind
· All-other perils
· Are insurers revising policy conditions in their policy forms?
· Appraisal
· Notice of Suit
· Suit Filing Deadline
· Arbitration


Summary of Data Elements in Draft TDI Data Call

Draft TDI Data Call would request residential property insurance data for six accident years (2010-2015) with all accident years evaluated as of December 31, 2015.
Section I.  Aggregate Loss Adjustment Expense Data 
For all non-liability claims (Part 1 and Part 2 claims)
1. Company NAIC Number
2. Accident or Occurrence Date
3. Policy Type
4. County
5. Cause of Loss
6. Total Paid Allocated Loss Adjustment Expense (ALAE)

Section II. Individual Claims Data
For all non-liability claims (Part 1 and Part 2 claims)
1. Company NAIC Number
2. Claim number
3. Date of loss
4. Policy type
5. County
6. ZIP code
7. Cause of loss
8. Attorney involvement or suit filed (yes/no)
9. Letter of representation or demand letter (yes/no)
10. Public insurance adjuster involvement (yes/no)
11. Paid loss
12. Incurred loss
13. Paid Allocated Loss Adjustment Expense (ALAE)
For claims with a weather-related cause of loss (Part 2 claims)
14. Date of suit
15. Date of letter of representation or demand letter
16. Date claim reported
17. Date claim closed
18. Date claim first reopened
19. Date claim reclosed
20. Date claim last reopened
21. Date of attorney involvement
22. Date of public adjuster involvement
23. Name of law firm
24. Name of public insurance adjuster (PIA)
25. Dwelling coverage amount

Section III:  Underwriting Action Survey
For underwriting actions resulting from increased litigation on weather-related residential property insurance claims.
1.  Has the insurer reduced or limited the number of new policies issued?
2.  Has the insurer stopped issuing new policies?
3.  Has the insurer nonrenewed policies?
4.  Has the insurer increased the use of restrictive endorsements?
5.  Has the insurer tightened its underwriting guidelines?
6.  Has the insurer taken any rate actions?
7.  Has the insurer increased its minimum wind deductible?
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