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INSURANCE REGULATION 110
RESIDENTIAL PROPERTY INSURANCE - HURRICANES
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Section 1 Authority

This Regulation is promulgated in accordance with R.l. Gen. Laws 8§ 27-5-3.7,
27-29-4(7), 27-29-4.1 and 42-14-17.

Section 2 Purpose

The purpose of this Regulation is to implement R.1. Gen. Laws § 27-5-3.7. This
regulation applies to residential property insurance policies issued or renewed in Rhode
Island on or after July 1, 2008. This regulation is not applicable to commercial insurance
policies.
Section 3 Definitions
As used in this Regulation:

A. “Deductible” shall mean a policy provision that requires the insured to be

responsible for a specific amount or percentage of a loss and the insurer to
pay covered losses in excess of that amount.
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Section 4

"Hurricane" shall mean a weather related event for which the National
Hurricane Center has issued a hurricane warning for any part of Rhode
Island.

"Hurricane Deductible" shall mean a Deductible applicable to an event
which is a Hurricane.

"Residential property insurance " shall mean a personal lines insurance
policy providing coverage to a domicile

"Windstorm deductible™ shall mean a deductible applicable to an event
involving damage to property as a result of wind which is not a Hurricane.

Deductibles

Insurers are not required to include a deductible in residential property insurance
policies. If an insurer chooses to include a deductible relating specifically to weather
related events, the insurer must comport with the following:

A.

Windstorm deductibles may not be included in residential property
insurance policies.

The maximum hurricane deductible that can be offered and/or included in
a residential property insurance policy is a deductible of five percent (5%)
of the insured value of the dwelling (i.e. Coverage A).

Insurers may not offer optional hurricane deductibles in excess of five
percent (5%).

Insurers may offer a flat dollar deductible in place of or in addition to a
percentage deductible.

1. If a flat dollar deductible is offered, in place of or in addition to a
percentage deductible, that total deductible may not exceed five
percent (5%) of the insured value of the property.

All deductibles must provide for a premium credit that is actuarially
supported.

The trigger of a hurricane deductible must be clearly stated and must be
applicable only to losses due to a hurricane during the period commencing
with the issuance of a hurricane warning for any part of the state by the
National Hurricane Center and concluding 24 hours after the termination
of the last hurricane warning for any part of the state. Hurricane
deductibles shall only apply if the storm is classified as a hurricane by the
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Section 5

A.

National Hurricane Center at the time it makes landfall within the State of
Rhode Island.

Notice of Hurricane Deductibles

Insurers are required to provide clear and prominent notice of all hurricane
deductibles.

1.

The notice shall be included in the policy issuance or renewal
package or by a separate mailing sent at the time of policy issuance
or renewal.

The notice shall clearly and fully disclose all details pertaining to
all hurricane deductibles.

a. While the information provided will vary depending upon
the specifics of the deductible, at a minimum the insurer
must explain how the deductible will be applied (e.g.
applied as a percentage of loss or as a percentage of
Coverage A) and the details regarding the trigger of the
deductible as well as the actual dollar amount of the
deductible regardless of whether it is stated as a percentage
or otherwise.

b. The purpose of the notice is to assure that the insured will
have all information necessary to make an informed
decision concerning the coverage, exclusions and
deductibles in the policy.

Insurers must offer at least two practical examples of how the hurricane
deductible(s) work.

1.

If the insurer is offering both flat dollar and percentage hurricane
deductibles, the insurer must provide at least one example of each.

The examples do not have to be tailored to the insured value of the
specific property but must show clearly how the deductible works
in a hurricane scenario (i.e. a five percent (5%) deductible on a
home with an insured value of $200,000 means that the insured
must pay the first $10,000 of the covered loss).

The actual dollar amount of a percentage deductible applicable to

the policy must be shown on the declaration page and on all
required notices to insureds.
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Section 6

The provisions of this regulation provide the minimum that must be
included in the notice. Insurers may provide any other information to
assist in the insureds understanding of the deductible and its application to
the insurance policy.

The institution and/or modification of a hurricane deductible is considered
a material change and is subject to the requirements of Insurance
Regulation 97.

Mitigation Measures

For purposes of the application of R.I. Gen. Laws 8§ 27-5-3.7(c)(iv) and (e) the
mitigation measures approved by the Commissioner are:

A.

With regard to properties within Rhode Island Building Code Zone 1
insurers may not require any mitigation measures.

1. If an insured voluntarily implements any of the mitigation
measures allowed for Zones 2 and 3 the insurer shall waive the
hurricane deductible.

With regard to properties within Rhode Island Building Code Zone 2 the
maximum mitigation that can be required is as follows:

1. Plywood shutters cut to fit over all window and door openings.
Installation must meet Institute for Business and Home Safety
(“IBHS”) standards and the plywood must be pre-cut, in good
condition and stored onsite in an accessible, dry and secure
location on the property. Anchorage hardware must be pre-
installed on all window and door openings.

2. If an insured voluntarily implements this mitigation measure or
any of the mitigation measures allowed for Zone 3, subject to
inspection by the insurer and/or submission of satisfactory proof of
installation, the insurer shall waive the hurricane deductible.

With regard to properties within Rhode Island Building Code Zone 3 the
maximum mitigation that can be required is as follows:

1. Plywood shutters cut to fit over all window and door openings.
Installation must meet Institute for Business and Home Safety
(“IBHS”) standards and the plywood must be pre-cut, in good
condition and stored onsite in an accessible, dry and secure
location on the property. Anchorage hardware must be pre-
installed on all window and door openings.
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Section 7

A.

2. Roof tie downs.

3. If an insured voluntarily implements this mitigation measure,
subject to inspection by the insurer and/or submission of
satisfactory proof of installation, the insurer shall waive the
hurricane deductible.

Permanent storm shutters or hurricane glass are acceptable alternatives to
plywood shutters. Although the insurer may not require such alternatives
to be installed, if the insured makes such installation the insurer shall
waive the hurricane deductible. Before waiving the deductible, an insurer
may require that permanent storm shutters and/or hurricane glass meet
International Building Code (IBC) requirements or other recognized
manual or local equivalents and that such installations be subject to
inspection by the insurer and/or submission of satisfactory proof of
installation.

In all Rhode Island Building Code Zones mobile homes must meet the
current FEMA regulations governing mobile homes in order to qualify as
“mitigated.”

Waiver of Deductible

If the insured installs the mitigation measures set forth in section 6 above,
the policy must provide that upon installation and use of such mitigation
measure or any other mitigation measure which meets or exceeds Rhode
Island Building Code standards, subject to inspection by the insurer and/or
submission of satisfactory proof of installation, the hurricane deductible
applicable to the policy shall be waived.

An insured may elect in writing to decline the waiver of deductible,
despite meeting the mitigation requirements delineated herein, in order to
accept a lower policy premium. The writing should indicate the
deductible to be applied and the difference in premium.

Insurers are required to provide clear and prominent notice of mitigation
requirements and any change in mitigation requirements is considered a
material change and is subject to Insurance Regulation 97.

If the insurer requires the installation of any of the mitigation measures
delineated in section 6 above, the insurer shall provide the following
information to the insured in writing:

1. Explain the mitigation measure(s) which the insurer is requiring be
installed.
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Section 8

A

Section 9

A

2. Describe the credit to be applied to the premium (stated in terms of
dollars) if the mitigation measure(s) is installed and used by the
insured.

3. Affirmatively state the length of time during which the discount
given for the mitigation measure(s) will apply.

4. That the insurer will not non-renew the insured as a result of a risk
associated with a catastrophic loss.

Nonrenewal and Cancellation

The insurer may not non-renew an insured who has taken a mitigation
measure(s) requested by the insurer as a result of the risk associated with
catastrophic loss. This provision does not prohibit the insurer from
nonrenewing the policy on other grounds not prohibited by statute or
regulation.

If an insurer nonrenews a book of business or a group of policies on the
basis of over concentration of risk, the insurer must file a comprehensive
nonrenewal plan with the department demonstrating that such actions are
in accordance with R.I. Gen. Laws 8§ 27-29-4(7) and 27-29-4.1.

1. Any proposed plan of non-renewal must be filed with the
Department at least 90 days prior to the proposed date of
implementation.

2. The insurer must identify all plan variables (i.e. percentage of
business non-renewed, the time period for full implementation of
the plan, the selected methodology for individual risks to be
nonrenewed, etc.) and demonstrate how each variable will be fair
and reasonable to Rhode Island policyholders as well as relevant
and proportionate to the risk of adverse impact to the insurer.

4, This section does not apply to nonrenewal or cancellation of risks
unrelated to the geographic location of the property.

5. This section does not apply to nonrenewal or cancellation of
individual policies for specific reasons related solely to that

property.

Rate and Policy Form Filings

All filings must provide sufficient actuarial justification for rate variances,
premium offsets and premium credits for deductible programs.
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Section 10

A

Insurers must demonstrate that rates are not excessive, inadequate or
unfairly discriminatory.

Insurers that choose to utilize hurricane models in the setting of rates must
identify the model(s) used (including the version of the model(s) used) as
well as provide a complete explanation of (1) the reason(s) that the
particular model(s) was chosen and (2) the effect of use of the model(s) on
the rates requested. Any changes in the model(s) utilized from a prior
filing must be fully explained.

If an insurer is requesting an increase in premium due to increased
reinsurance costs, the insurer must provide a complete explanation of the
increased cost. This explanation should include an explanation of
alternatives to reinsurance (i.e. CAT bonds, surplus notes) which were
considered and rejected. Insurers should fully disclose how reinsurance
costs are allocated to Rhode Island. The Department considers the
explanation of alternative to reinsurance considered to be exempt from the
Access to Public Records Act by virtue of R.I. Gen. Laws § 38-2-
2(4)(1)(B), therefore, an insurer may request that this portion of their filing
be retained as confidential.

For policies issued or renewed on or after July 1, 2008, insurers may not
continue to use forms and rates previously approved which are not in
compliance with this regulation and R.I. Gen. Laws §8 27-5.3-7.

Residential property filings falling under this regulation may not be made
under R.I. Gen. Laws 88 27-6-8.1 (Flex Rating Statute).

For filings submitted between April 30, 2008 and July 1, 2008 only, the
Department will issue a conditional approval to allow insurers to
immediately implement the filings in order to meet the July 1, 2008
effective date. Should the Department find, after its review, any portion(s)
of the filing not in compliance with this Regulation or Rhode Island law, it
will notify the insurer of such non-compliance. Insurers must immediately
amend the filings within 30 days of the Department's notification of non-
compliance and apply such changes on a retroactive basis to July 1, 2008,
or the date of policy issuance if after July 1, 2008.

Surplus Lines Insurance and Insurance Producers

The provisions of this regulation and R.1. Gen. Laws 8§ 27-5-3.7 do not
apply to residential property insurance issued by approved surplus lines
insurers.

Upon policy renewal insurance producers and surplus line brokers should
review existing surplus lines business to determine if it qualifies for the
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voluntary market or the RI FAIR Plan if available coverage meets the
customers needs.

C. Insurance producers should reach out to their customers to fully explain
the coverages and exclusions and assist the insured in selecting the best
product for their circumstances.

Section 11  Severability

If any provision of this Regulation or the application thereof to any person or
circumstances is held invalid or unconstitutional, the invalidity or unconstitutionality
shall not affect other provisions or applications of this Regulation which can be given
effect without the invalid or unconstitutional provision or application, and to this end the
provisions of this Regulation are severable.
Section 12 Effective Date

This Regulation shall apply to all residential property policies issued or renewed
on or after July 1, 2008.

EFFECTIVE DATE: April 30, 2008 (emergency adoption)
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