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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
TDI Residential Property Hail Litigation Data Call Overview

OnFebruary 24, 201&nd Marchl4, 2016,Commissioner Mattax received requefsbm the Chais of the Senate Business and
Commerce Committeand the House Insurance Committee, respectit@lgpllect data on hailstorm claims litigation in Texas to
assist theommittees with theirinterim chargeon the topic. AccordinglyniMarch 2016the Texas Department of Insurand®()
developed a draft data call to gather information about theotestathefrelated residential property claims and the incidence of
litigation of these claimsThedata call was designed to collect information TDI did not already have from its residential property
statistical planTDI published the draft data call @s website, inviting written comments and announcing an ApriPR16,public
meeting to discuss the data calhich was led by Commissioner Matt&DI received written comments from eight interested
parties, and six people commented at the April2016,meeting. TDI made several changeshe data calh response to comments
and issuedhedata call on May 2@®016 TDI gave insurer80 days to complete the data calith responses due on August 19, 2016
Insurerscomprising about 140 separateurance companiesubmitted responses to the data.call

Data Calli_Three Sections

Section | asked for a 5 percent random sample of all wind and hail claims for events-202818Il admitted companiesxcept
farm mutualinsurerswere required to report Section | dai®I did not require farm mutual insurers to report because they are
exempt from r ep o rStaiisticg Plahdor Residemtia Risks TDI 6 s

Section Il asked for a 100 percent sample of all wind and hail €fmirmine specified events (ortlyetop 15 companiesvith paid
claims for the nine specified events wegquired to respondt wasoptional for other companigscluding farm mutual insureys
Both Sectionsl and Il requested

basic information about épolicy,

significant dates in each c¢claimdés history

insurer costs associated with the claim

whether an attorney or public adjuster (PA) represents the claimant

attorney, PA, and surelated informationand

information on presuit settlement efforts.

= =4 4 -4 A2 -9

Section lllirequiredcompanies to complete an underwritg\gvey whichaskedcompanies abouwtctions such as nonrenewals,
reductionsn coveragemore restrictive underwriting guidelinemd ratechangeseither statewide or in particular regions
response to increased weathelated litigation @l admitted insurerexceptfarm mutualinsures were required to respond to the
survey).
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
TDI Residential Property Hail Litigation Data Call Overview

Data Call Challenges

T

Some companies had to manually review claim files to provide the information. Some companies did not report information
requiring manual review.

While TDI reviewedthe data for reasonability, completeness, and consistency with other data,sbiDtaid not audit or verify
the datebecause this is outside the normal practices for data callsand have required TDI to conduct-gite reviewf
i nsur egasddecdrdsT®kexcluded companies with significant outstanding data questions from the preliminary results.

CompleteSection Idatafor onetop 10 insurers not included in this analysif October, this insurer submitted data for four
companiesThe insurer submitted dafar the remaining companies December 14, 2016, but TDI was unable to resolve
outstanding questions about these companies' Seatataih time for the final presemtion For this reason, their Section | data
is not included

Data Call Summary

T

The data in this presentation is an update to the data TDI staff presented to the Senate Business and Commerce Committee on
October 5, 2016and the House Insurance Commitb@eDecember 1, 2016 he hall litigation data in this presentation contains
updated exhibits thatsemore dataas well as new exhibits that are the result of additional analysis that TDI performed.

Thehalil litigation datain this presentation iprovidedin two parts. The first part provides data from approximaig|§00
randomly sampled clainmfsom all windstorm and hail events in 202015that insurers reported undgection lof the data call
The second part provides data from approxim&8J§00 clains for nine specific hail storms occurring from 2@ 5that
insurers reported iBection llof the data callPlease note that the Section Il data includes data from a farm mutual insurer.

Although farm mutuals were not required to report the Section Il data, they were allowed to voluntarily submit the data to TDI
One farm mutual chose to do so and their data is included

To identify any regional differences trends the statevas dividednto 10 different geographic regions based generally on the
rating territories TDI promulgated before the enactment of SB 14 (2003).
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Executive Summary

Claims with attorneys, lawsuits, or PAs. Beginning in 2012, there was an increase in the percentage of windstorm and hail claims
involving attorneysPAs, orlawsuits.(Pagel0)

Claims with attorneys, PAs, or lawsuitan South Texas:The data indicates a majority of claims with attorney or PA involvement
are in South Texas. South Texas accountalfout4 percent of all sampled windstorm and hail claims and difopercent of claims
with known attorney or PA involvemer{Pagell)

South Texas lawsuitsSouth Texas accounts for ab&étpercent of claims involving lawsuité?agel?)

Averageclaim paymentfor claimsinvolving attorneys, lawsuits,or PAs: The data indicagthat claims involving attorneys or PAs
involve higher payments to claimantsferred to aslosse$) andhighersettlement expenses for insuraeférred to asallocated

loss adjustment expenrisar "ALAE"). ALAE does not include all costs to adjust awdtle a claim, but only those costs the insurer
can attribute to an individual clainihe data indicates the cost of an average claim with an attorney or PA invailveskte four
times the cost of a claim without an attorney or PA involBstauselte loss and expense data in the last two years of the Hall
Litigation Data Call is immature, TDI cannot come to any definite conclusions on trends in the average cost per clams for cla
involving attorneyslawsuits,or PAs The data is immature becausere recenyears tend to have a largarmberof claims that

have not yet been reported or have not been settled by the iiBaiga30)

Number of days beforean attorney or PA is known to be involved witha claim: The data indicates that folaims involving
attorneys, imMt8 percent of thelaims, attorneys atnown to banvolved more thasix months after the claim is reported to the
insurer. The average time before an attoisdgnown to benvolved with a claim is abowightmonths. Inabout7 percent of the
claimsinvolving attorneystheattorneys are involved within a few days after the claim is reptotdte insurerThe data also
indicates that foclaims involving PAs, irb2 percent of thelaims, PAs ar&nown to be involvednore than 30 days after the claim is
reported to the insurer. The average time before s RAown tobe involved with a claim is abotdur months. In abou23 percent

of the claimanvolving PAs thePAs are involved within a few days after the claim poréedto the insurer(Pages 31-32)

Claims closed without paymentThe Section | data indicates that over the period 2D the percentage of claims closed
without payment to the policyholder remained relatively constant at 10 to 11 percent of claims. The Section | dateatdsctivadic
claims involving attorneys, PAs, or lawsuits had a lower percentage that were cldkseditfband without paymen{Pages 223)
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Executive Summary

Claims closed with and without payment at first closeThe percentage of claims that wargially closed without payment

increased by about 3 percent in 21215 compared to 2032011. Some of this increasas due to higher percentagd claimsnot
closedand claims where TDI could not determine whether the claim was closed with or without payment to the policyholder ("closed
with unknown payment at first close(Page 24)

Claims involving attorneys, Por lawsuits had a higher percentage that wetrlly closed without payment. About 13 percent of
all claims werenitially closed without payment, whereas about 30 percent of claims involving attorneys or PAstiaéyeclosed
without payment. However, in both cases there were a significant percentage ofrataitysclosed with unknowmpayment (Pages
25-26)

Reopenedclaims: The data shows thahein threesampled claimsverereopened by insurerBor claimsinvolving an attorneyr
PA, 51 percent were reopengdid percentnotreopened)28 percent werérst reopened after the attorney PAbecame involved, 20
percent werdirst reopened before the attornelyPAbecame involved, and for 3 percahiere washot enough information to
determine if the attorney or PA became involved before or after the claifirstasopened. For claims involving lawsuits, 23
percent wer@ot reopened77 percent reopened3 percent werrst reopened after the attorneydaene involved, and 34 percent
werefirst reopened before the attorney became invol{fedge 33-34)

Settlementefforts prior to suit: The data on prsuit settlement efforts indicates that: &bpout 3 to 4 percent of claims with lawsuits
involve pre-suit appraisal; (2) about 2 percent of claims with lawsuits involvasgitenediation or arbitration; (3) about 40 to 50

percent of claims with lawsuits involve a geit demand from the plaintjft4) about 50 to 60 percent of claims with lawsuitgive

a presuit settlement offer from the insurer; (5) the average highest plaintiff demand before suit was around $100,000, aagethe ave
highest insurer settlement offieefore suitvas about $10,000 (Section I) to $13,000 (Sectior{$gctionl data: Pages 387; Section

Il data Pages18-50)

Data for specified hailstorms Section Il data consisted of a 100 percent sample of claims from nine specified events based on
average claim size, number of claims, and geographic diversity. The data shows the following:

1 The average loss and ALAE for the March 28, 2012, Hid&@lgonty event (Hidalgo event) wapproximately$11,000 higher
than the average for the other eight evefitage39)
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Executive Summary

1 TheHidalgo eventand the May 27, 2013, Amarillo Area event (Amarillo event) show a higher percentage of claims with
attorney or PA involvement and a higher percentage of claims with law@tge40)

1 The Hidalgo and Amarillo events have higher percentages of losséd Aidattributable to claims involving attorneys, PAs,
or lawsuits when compared to the other evgRiaged4)

1 Both the Hidalgo and Amarillo events show an increase in attorney representation and suits filed approximately twa years afte
the event(Pages 45-46)

Claims bundling analysisof data for specified hailstorms TDI looked for "bundles" as either: (1) demamdsetters of
representatiofLOR) sent from the same law firm to the same insurer on the san{e@Rydemand letter method)r, (2)lawsuits
filed by the same law firm against the same insurer on the san{sudadate methodYhere is no way to determine from the data
whether a "bundle" involves a single demand from the plaintiff's attorney to settle all claims as a whole rathéivttaally.

TDI identified 22 bundles consisting of 147 claims using the Id@Randetter method, and 68 bundles consisting of 636 claims

using the suit date methadepending on the method used to determine "bundles,” bundled claims accounted for 8 to 21 percent of
claims involving lawsuitsThe average loss for bundled claims is similar to the average loss for unbundled claims involving attorneys
or lawsuits (Page$1-52)

Market Information Summary

Claim frequency: Overall, in the last four years, the frequency of hail claims has been belowyearl®verageA period of 16

years was selected because 2000 is the first full calendar year where TDI is able to distaibinin windstormclaims Windstorm
claim frequency and costs have been below the leteger historic average, but windstorm claim frequemnaiee subject to more
variability because of hurricanes, which are infrequent but can be s€kiereost of hail claims over the last four years is 10 percent
above the 1l§ear average Rags 59-60)

Trends: TDI examined trends in windstorm and hail oigiby region. The data shoaspike in hail claim frequency in the
Panhandle in 2013 and a smaller spike in South Texas in 2012. This means there were large hailstorms in thoeaelataadso
shows a spike in the average loss per windstorm and hail claim in South Texas, consistent with the data in the HaiDlatmatio
Call. There is notin equivalenspike in severity in other parts of TexaBa@e 64-65)
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Executive Summary

Underwriting profits: Insurers have been able to consistently make an underwriting profit for homeowners insufaxesin
20122015.Because Texas is a state with exposure to both hurricane and severe thunderstormisveatgnable to expect

insurers to makan above average underwriting profit in years with no hurricanes or less than average severe thunderstorm events.
Similarly, it is reasonable to expecisurersto make a below average underwriting profit (or sustain an underwriting loss) in years
with significant hurricanes or greater than average severe thunderstorm eRvages4j

Residentialproperty hail lossesin 2016: Preliminary datdor the firstninemonthsof 2016 shows there were more hail losses paid in
the firstninemonths of 201@hanwerepaidin any calendar yeaince TDI has been tracking hail losses (16 years). In theniiirst
months of 2016, insurers paid abodt3billion in residential property hail losses. Previously, the highest annual amouint 205,
when insurers paidbout $1.9 billion in hail losses for teatireyear! TDI has no data on litigation related to hail losise2016
(Page$4-55)

Deductibles: While average windstorm and hail deductibles have increased throughout the state and substantially in some areas, there
is no clear pattern of deductibles increasing in reaction to litigation on di@mmsveathesrelated perils. The pattern appearseo b
consistent with insurers increasing deductibles in areas where insurers are concerned with managing hurricane risfPeggosure.

67)

Coverage changesStatewide, the percentagetamimeowner policiewith the broadest coverage dropped after the maddsavf

2002. Since the mi@000s, this percentage has been increasing, but has remained relatively constant since 2013. While, in the last
four yearsthe Panhandle has seen a slight decline in the percent of policies with broadest coverage, n@cleasguatiated with
windstorm and hail ispparentFourteen companies increased their use of restrictive endorsements, tightened their underwriting
guidelines, or did both for new or renewal business. Specific geographic regions include coastal asesarfdlCameron, Willacy,

and Hidalgo countiegPager0)

Underwriting actions: In response to the Underwriting Action Survegyeninsurersstated theyntentionally reduced, limited, or
stopped writing policies Texas as a direct result of increased claims litigation from weedladed perilstwo of thosecompanies
also nonrenewed policies. The counties affected include Hidalgo, Maverick, Webb, Potter, and Randall. One companyténcreased i

INote, these amounts are on a calendar year basis. That is, amounts paid during a particular period regardless whaetthreedvémicontrast, trmouns on Page56 are total
losses for aleventsthatoccurredwithin the year, projected to their estimated ultimate settlement value.

7|Page
TEXAS DEPARTMENT OF INSURANCE



FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Executive Summary

minimum wind dedctible for new business policies statewide. Twelve compaiisd that thelgave increased rates for a
residential line of insuranaes a direct result of claims litigatiofPager’7)

Ratesand averagepremium: TDI reviewed data from rate filings made by insurers with significant market share in areas that have
reportedly experienced increased levels of hail litigation. For these areas, the data does not show a systemati@fmiteneases

that exceed # statewide increase. Rates follow losses, however, so companies may not have reflected expected costs for hail
litigation in their rates ye{Page79)

TDI also reviewed industry aggregate average homeowner premiums statewide and by hegilatta dichot showa clear pattern of
average premiums increasing greater than the statewide average in areas experiencing increased amountsrd?Attorney
involvement and litigation(Pages 7375)
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TDI RESIDENTIAL PROPERTY HAIL LITIGATION DATA CALL

SECTION | DATA 1 FINAL RESULTS
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

A. Beginning in 2012 there was a increase in thepercentageof windstorm and hail claimsinvolving attorneys, lawsuits,or PAs.
Percentage of Claims Involving an Attorney or PA- Statewide Percentage of Claims Involving an Attorney or PA- Statewide
by Occurrence Year, 2012015 Claims with Lawsuits / No Lawsuits / PA Only

by Occurrence Year, 2042015
25% 2504

20% 20%

15% 15%

10% 10%

4.6%

Percentage of Sampled Wind / Hail Claims
Percentage of Sampled Wind / Hail Claims

2.7% 4.1% 2.1%
5% 5%
0.2% 0.4% I .
0 . 0
0% — — . . L 0% - D _
2010 2011 2012 2013 2014 2015* 2010 2011 2012 2013 2014 2015*
= Attorney = PA, no Attorney Known Lawsuits ~  Attorney, Unknown or No Lawsuit = PA, No Attorney

1. The data indicates that before 2012, kn@ttorney or PA representation was aboG@tg@rcentonein 300claimg. After 2011, known
attorney or PA represattonwas abouB to 4 percentonein 25to 30 claims) or anincrease oaboutl10times(or 900 perceny.

2. The data indicates a corresponding increase in the rate of claims where the policyholder sued the insurer. BeforaiR0ag: thassbout
0.1 percent (aboutnein 1,000claims). After 2011, the lawsuit rate was abbigto 2 percent ¢nein 50to 60 claims), or an increase of about
15 times (orl1,400 perceny.

*Data for this year isimmatur&hese rati os may change as the data fimatureso and mdlbyeatsinadudesclimsrépartectsoughc c L
March 31, 2016ln some cases, companies included claims reported through thbejetabmitted the data to TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I)

B.1. The data indicates amajority of claims with attorney or PA involvement are in South Texas. South Texas accounts fabout 4 percent of
all sampled windstorm and hail claims and aboub1 percent of claims with knownattorney or PA involvement.

All Sampled Windstorm and Hail Claims
Percentage by Region, 2012015

6.0%

Claims Involving an Attorney or PA
Percentage by Region, 2012015

1.4%

4.6% 6.0% 6.6%

\ L
Y
77\/_0.5%

| 8.0%

\ “_1.4%
\\ 0.4%

4.2%

| 18.7%
3.8%

3.1%

N
.

9.5%

50.5%
Y 41.9%
3.2%

= Central Texas = Dallas-Fort Worth Metroplex = Central Texas = Dallas-Fort Worth Metroplex

= East Texas Houston Area and Southeast Texa = East Texas Houston Area and Southeast Texa:
= North Texas (excluding DFW) = Other Seacoast = North Texas (excluding DFW) = Other Seacoast

= Panhandle = South Texas = Panhandle = South Texas

= Southwest Texas = West Texas = Southwest Texas = West Texas

Data includes claims reported through March 31, 2016ome cases, companies included claims reported through thbelatabmitted the data to TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I)

B.2. A similar relationship exists for claimsinvolving lawsuits. South Texas accounts for abous6 percent of claimsinvolving lawsuits.

All Sampled Windstorm and Hail Claims Claims Involving Lawsuits
Percentage by Region, 2012015 Percentage by Region, 2032015
6.0% 20% 56%

4.6% | 4.1%

N

| 18.7% | |
15.1%
3.1% ‘
/,0.1%
—_9.6%
9.5% \\0.9%
0.1%

\6.1%

41.9%
3.2%/

= Central Texas = Dallas-Fort Worth Metroplex = Central Texas = Dallas-Fort Worth Metroplex

= East Texas Houston Area and Southeast Texa: = East Texas Houston Area and Southeast Texa
= North Texas (excluding DFW) = Other Seacoast = North Texas (excluding DFW) = Other Seacoast

= Panhandle = South Texas = Panhandle = South Texas

= Southwest Texas = West Texas = Southwest Texas = West Texas

Data includes claims reported through March 31, 2016ome cases, companies included claims reported through thbelegabmitted thalata to TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

B.3. Although the data shows South Texas had tHargestincrease in lawsuits and claims with attorneys and PAs, the data indicates
Southwest Texas and th@anhandlealsosawmeasurable increases.

a. The data does not explain the reason foiirtbeease in attorney and HAvolved claims in South Texas beginning in 2042 there were
two significant hailstorms in South Texas in late March andApuidl 2012. These two events generated about 30,000 paid claims and
$500 millior? in residential poperty insured losses, and accountdioout 85 percerntf the sampled claimand90 percent of theuits in
South Texas in 2012.

South Texas: Percentage of Claims Involving an Attorney or PA South Texas: Percentage of Claims Involving an Attorney or PA
by Occurrence Year, 2012015 Claims with Lawsuits / No Lawsuits / PA Only
by Occurrence Year, 2012015

50%
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3
34%
30%
20%
10%
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Percentage of Sampled Wind / Hail Claims

0,
07% 5 g0 11%

*Data for this year is immature. Th e s e claimsbccuoiag imtasyearcareaepayted ard settledby insirataioaall yearantiudeselaims and ac
reported through March 31, 2016 some cases, companies included claims reported through thibelegebmitted the data to TDI.

2 Based on data TDI regularly collects througtStatistical Plan for Residential Riskslaimsand losses are evaluated as of December 31, 2015
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

b. The data does neixplain the reason for the increase in attorney anih?élved claims in the Panhandle beginning in 208 there was
a significant hailstorm in theanhandlén late May 2013. This event generated ab®@ Q@0 paid claims and336 million® in residental
property insured losses, and accodatsaabouto0 percent of thsampledclaims andabout95 percentf thesampledsuits in the Panhandle

in 2013.
Panhandle: Percentage of Claims Involving an Attorney or PA Panhandle: Percentage of Claims Involving an Attorney or PA
by Occurrence Year, 2012015 Claims with Lawsuits / No Lawsuits / PA Only
by Occurrence Year, 2012015
25%

" * 25%
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= T 20%
T z
1 g
s 15% %15%
° (]
3 =
g g
8 10% & 10%
S 5.1% 6.3% o
(3] (=]
) 8
g 5% = 5%
8 o o
3 0% 0% 0% 0.7% & 3.9% 3.8%

0 — 0%

0% 2010 2011 2012 2013 2014 2015+
2010 2011 2012 2013 2014 2015*
Known Lawsuits © Attorney, Unknown or No Lawsuite PA, No Attorney
*Data for this year is immature. These ratios may change asthe@ dagat ur es 0 and addi ti onal cl ai ms o c c urDatainctudes alaims frepoded threumhr  ar

March 31, 2016In some cases, companies included claims reported through thtbeletabmitted the data to TDI.

3 Based on data TDI regularly collects througlSiatistical Plan for Residential Risksdaimsand losses amvaluatecasof December 31, 2015
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

c. Similarly, the data does not explain the reason for the increase in attorney amdoR&d claims inrSouthwest Texais 2014.About 90
percent of the suits are frotimreeevents in Maverick and Zavala countieAril and November of 2014, but these m@®nly account

25%

20%

,_\
a
RN

10%

Percentage of Sampled Wind / Hail Claims
a
RN

o
X

*Dat a

for 35 percent of the sampledaims in Southwest Texas

Southwest Texas: Percentage of Claims Involving an Attorney or PA
by Occurrence Year, 2012015
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Southwest Texas: Percentage of Claims Involving an Attorney or PA

25%

20%

15%

10%

5%

Percentage of Sampled Wind / Hail Claims

0%

rati os

2010

Claims with Lawsuits / No Lawsuits / PA Only
by Occurrence Year, 2042015

) 5.3%
0.4% 1.1% 0.5%

2011 2012 2013 2014 2015*

Known Lawsuits Attorney, Unknown or No Lawsuit = PA, No Attorney

may
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reported through March 31, 2016 some cases, companies included claims reported through thbelegabmitted the data to TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

d. Central TexasDallasFort Worth Metroplexand West Texaalso experiencethcreases in attorney or PA involvement, although the
increases were smaller for these areas than in South Texas, the Panhandle, and Southwest Texas.

Central Texas: Percentage of Claims Involving an Attorney or PA Dallas-Fort Worth Metroplex: Percentage of Claims Involving an
by Occurrence Year, 2012015 Attorney or PA

by Occurrence Year, 2042015
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West Texas: Percentage of Claims Involving an Attorney or PA
by Occurrence Year, 2042015
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*Data for this year is i mmat ur e. andl ddditomral claimg occorang im thig year hra neppréed ang settleld by inf@etmaall yearantludesadaims

reported through March 31, 2016 some cases, companies included claims reported through thibelegebmitted the data to TDI.
16|Page
TEXAS DEPARTMENT OF INSURANCE



FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

e. Inthe Houston area and Southeast Texas, the percentage of windstorm and hail claims involving attorneys, PAs, andddwgugs w
thanthe statewide average for the period 2@D01.Although data for the Houston area and Southeast Ted&stesa higher average
rate of attornewpr PAinvolvement in 20122015 compared to 2042011, the data does not indicate a clear treloavever, the dtadoes

indicatea trend inthe percentage of clainisvolving lawsuits

Houston Area and Southeast Texas: Percentage of Claims Involving an
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Houston Area and Southeast Texas: Percentage of Claims Involving an
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reported through March 31, 2016 some cases, companies included claims reported through thibelegebmitted the data to TDI.
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f.

*Dat a

The data does not indicate any noticedtdadin the percentage of claims involving attorneys or PAs in East Texas, North Texas

FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

(excluding DFW), or th®©ther Seacoast region.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

C. The data does noshowany trends in the amount of time before a claim is reported. HoweverJaims with attorneys or PAsrepresenting
the claimant, on averageare reported later than claims without attorneys or PAs.

1. On average, claims that do not involve attorneys or PAs are reported to the 3dsiagsafter the date of loss. Claims with attoraey PAs
representing the claimardn averaggare reported to the insurééldays after the date of loss.

Average Number of Days to Report a Claim Statewide Average Number of Days to Report a Claim Statewide
All Sampled Claims No Attorney or PA / Attorney or PA / Lawsuits, 262015
by Occurrence Year, 2012015
200

90 161 166
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2 % 100
& 40 g g 56
2 = 54
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0 0

2010 2011 2012 2013 2014 2015* No Attorney or PA Attorney or PA Known Lawsuits All Claims

Involved Involved

*Data for this year is immature. iaveraggnay change as the data fimatureso and addi ti on aDatafofall yeansncluges claimsr i ng i
reported through March 31, 2016 some cases, companies included claims reported through thbelegabmitted the data to TDI.

19|Page
TEXAS DEPARTMENT OF INSURANCE



FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

2. Inthesample, claims involving attorneys have a higher percentage of claims reported meie iamthsafter the date of loss.

Percentage of Claims by Number of Days until Reported
No Attorney or PA / Attorney or PA / Lawsuits, 262015

75
60

45

Percentage of Sampled Claims

|| II II ll II II II -I _I -
0

0-14 15-29 30-59 60-90 3-6 9-12 12-18 18-24 24+
Days Days Days Days Mo. Mo Mo. Mo. Mo. Mo.

m No Known Attorney or PA m Attorney or PA Involved Known Lawsuit
Percentage of Claims by Time to Report
Less 2or

than 3 3-6 6-12 1-2 More

Type of Claim Months | Months | Months | Years Years
No Known Attorney or PA 820% 9.1% 7.0% 1.7% 0.3%
Attorney or PA Involved 56.6% 12.3% 149% 148% 1.4%
Known Lawsuit 56.%%6 102% 149% 17.0% 1.0%
Total All Claims 814% 9.2% 7.2% 2.0% 0.3%

Note: Data includes claims reported through March 31, 201$&me cases, companies included claims reported through thtbelegabmitted the data to TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

D.1. The data indicates that over the period 2012015 the percentage of claims closed without payment to the policyholder remained relatively
constant at 10 to 11 percent of claims.
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Statewide Percentage of Claims by Claim Status*
by Occurrence Year, 2032015
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*Estimated claim status as Bfarch 31, 2016In some cases, claims status is as ofitite the company submitted data to TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

D.2. The data also indicates that claims involving attorneys had a lower percentage ttaaie closed, both with and without paymento the
policyholder. However, after accounting for the greater percentage of opesind unknown claims, claims involving attorneys were more likely to
be closed with payment to the policyholder than claims not involving attorneys or PAs.

All Claims Claims Involving an Attorney or PA
Percentage of Claims by Claim Status Percentage of Claims by Claim Status*

7%

8% 6%

a— 11%

= Closed - No Payment = Closed with Payment = Closed - No Payment = Closed with Payment
= Open = Unknown = Open = Unknown

*Estimated claim status as bfarch 31, 2016In some cases, claims statsss of the date the company submitted data to TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I)

D.3. The data indicates that claims involving lawsuits had lower percentage that were closed, both with and without paymen#fter
accounting for the greater percentage of opeand unknown claims, claims involving lawsuits were more likely to be closed with payment than
claims not involving lawsuits.

All Claims Claims Involving Lawsuits
Percentage of Claims by Claim Status Percentage of Claims by Claim Status*

2%

6%

7%
a— 11%

= Closed - No Payment = Closed with Payment = Closed - No Payment = Closed with Payment
= Open = Unknown = Open = Unknown

*Estimated claim status as bfarch 31, 2016In some cases, claims status is as of the date the company submittedr@dta to
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

D.4.The data indicates that the percentage of claimsa$ed without paymentat first closeincreased byabout 3 percent in 20122015 compared
to 20132011. Some of this increasalout 1 percent) was due ta higher percentage of claimsot closedin more recent years, and a higher

percentage of claims closed with unknown payment at first close).

TDI examined whether, at the time the claim was first closed, it was closed with or without payment to the policyholdas B/hérrough D.3
examinewhether the "final" status is open, closed with payment, or closed without payment, this analysis examines whether thesecstine claim
with payment to the policyholder the first time the claim was closed. In cases where a claim wasndesadhot reopened, the "final" status and the
status at first close will be identical. However, if a claim is closed and later reopened, the "final" status and #tdistatlsse may be different.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I)

D.5. The data indicates that claims involving attorneys or PAs had a higher percentage of claims closed without payrnedrfirst close Twenty-
eight percent of claims involving lawsuits were closed with no payment at first close comparison, 13 percentof all claims were closed with no
payment at first close.

Percentage of Claims by Claim Status at First Close Percentage of Claims by Claim Status at First Close
All Claims, 20162015 Claims Involving an Attorney or PA, 2042015
| 2%

%

13%/

——— 13%

22%

N

73%

= Closed - No Payment = Closed with Payment = Closed - No Payment = Closed with Payment
= Closed Unknown Payment = Not Closed = Closed Unknown Payment = Not Closed
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I)

D.6. The data indicates that claims involvindawsuitshad a higher percentage of claims closed without payment at first close. Claims involving
lawsuits also had a higher percentage of claims closed with unknown payment at first close: 18 percent of claims involvingslats were closed
with no payment at first close In comparison, 13 percent of all claims were closed with no payment at first close.

Percentage of Claims by Claim Status at First Close
All Claims, 201602015
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13%/

> 13%

73%

= Closed - No Payment
= Closed Unknown Payment = Not Closed

= Closed with Payment
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Percentage of Claims by Claim Status at First Close
Claims Involving Lawsuits, 2022015
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

E. The data also shows an increasa 2012in the percentage of losses amallocated loss adjustmenexpensesttributable to claims involving
attorneys, lawsuits, or PAs.

Statewide Percent of Losses and Alloc. Loss Adjustment Expenses Statewide Percent of Losses and Alloc. Loss Adjustment Expenses
for Claims Involving an Attorney or PA for Claims Involving an Attorney or PA
by Occurrence Year, 2012015 Claims with Lawsuits / No Lawsuits / PA Only

by Occurrence Year, 2012015
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evaluated as of March 31, 2016.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

F. The data indicatesthat claims involving attorneys or PAs havehigher average losses and allocated loss adjustment expenddse data
indicatesthat the cost of an average claim with an attorney or PA involvet three to four times the cost ofa claim without an attorney or
PA. Because the loss and expense data in the last two years of the Hail Litigation Data Call is immature, TDI cannot come to any
conclusions on trends in the average cost per claim for claims involving attorneys or litigation.

Statewide Average Loss and Allocated Loss Adjustment Expense
Claims with No Attorney or PA vs. Claims with an Attorney or PA
by Occurrence Year and in the Aggregate

$60,000
£
®
O $50,000
o}
o $26,071 $33,693
é $40,000
je! $7,976
©
o $30,000
2
o $8,42 $7,627
@ $20,000
-
o $8,189
o
3 $10,000
£ L h
$_
2010 2011 2012 2013 2014* 2015*  2010-2015 2010-2013

m Attorney or PA Involved mNo Attorney or PA Involved = All Claims

The sampled data sesto indicate a downward trend in the cost of claims with attorneys arBsearetwo things to keep in minathen reviewing
thetrend Fi r st , claims involving attorneys and suits t aldetryliderdgee(@l t o
claims) for the two 20130uth Texagvents with relatively high rates of attorneyotvement indicate that the averdgespayment after more than
threeyears was 1.75 times greater than the avdmgpayment at the end of the first ye8econd, for a given yeahe number of claims involving
attorneys may be relatively small, pamniarly for 2010 and 2011. This means the averages have a much greater amount of variability.

*Data for these yeasis immature. Thesaverages, particullgrthe average cost of attorney or PAclamay change as the data fimat ureseyeasaeend addi ti
reported and settled by insurers
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

G.1. TDI also reviewed trends in the average time for insurers to close a claimhe data appears to show a downwartrend in the time it takes
an insurer to close a claim. However, &écause the last two years of the preliminargata only include claims reported and closed as of
March 31, 2016, it does not include claims that take a long time to be reported and settl@this is especially true for claims involving
attorneys or PAs(seeC.2.). The data shows an increase in the tim@surers took to close a claim in 2012, but thisnay be due tathe
increase in the number of claims with attorney or PA involvement, which hae a longer average time to settle.

Statewide Average Time to Close a Claim (in Days) Statewide Average Time to Close a Claim (in Days)
by Occurrence Year 2012015 Attorney or PA Involved vs. No Attorney or PA Involved
(Based Only on Sampled Claims Closed as of March 31, 2016) by Occurrence Year, 2012015
(Based Only on Sampled Claims Closed as of March 31, 2016)
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2010 2011 2012 2013 2014* 2015*

m Attorney or PA Involved  mNo Attorney or PA Involved mAll Closed Claims

Note There are few claims with attorney or PA involvement in our sample for 2010 afgtRi@lcan cause a large amount of variability in the averages.

*Data for trese yeassis immature. Thesaverages wilchange as claims occurring ireta yeaisthat take more time tbe reported andlosel aresettled by insurersData includes claims reported
through March 31, 2016n some cases, companies included claims reported thtbagtate they submitted the data to TlRlsome cases, claims status is as of the date the company submitted data to
TDI.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section 1)

G.2. Claims with attorneys or suits tend to take longer to settldend to settle for higher amountsand involve more claims adjusting expenses.

Statewide Average Time to Close a Claim (in Days)
No Attorney or PA / Attorney or PA / Lawsuits, 262013*
(Based Only on Sampled Claims Closed as of March 31, 2016)
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Avg. Loss and Expense Payment

Average Loss and ALAE Paid as of Final Close
No Attorney or PA / Attorney or PA / Lawsuit, 20:2013*
(Based Only on Sampled Claims Closed as of March 31, 2016)

$34,164

$37,895

$7,455

$7,747

Known Lawsuits Attorney, Unknown or No Attorney or PA  All Closed Claims

No Lawsuit

Involved

Statewide: Occurrence Years 2012013* as of March 31, 2016

Avg. Nug\ége.r of Avg. Payment through Date Claim First Closed Avg. Payment throughFinal Close

Type of Claim Igumber of | baysuntil Loss Loss Loss and Loss Loss Loss and Loss

ays until Final Pavment Expense Expense Loss Payment  Expense Expense

First Close Close Y Payment Payments Payment Payments
Known Lawsulits 96 697 $ 5,768 $ 930 $ 6,699 $ 29,920 $ 4,244 % 34,164
Attorney, Unknown or No Lawsuits 55 625( $ 4971 $ 392 % 5363 | $ 32,504 $ 5391 $ 37,895
No Attorney or PA Involved 39 94| % 4622 $ 113 $ 4734 | $ 7262 3% 193 $ 7455
All Closed Claims 39 105( $ 4635 $ 123 % 4757 | $ 7441 3% 306 $ 7,747

*Data for 204 and 2015vasexcluded because the data for thgsarsis immature and desnot yet include claims that take longer to sefilata includes claims reported through March 31, 2016.
some cases, companies included claims reported through the date they submitted the dala soMBIcases, claims statugsssof the date the company submitted data to TDI.
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HoOUSE INSURANCE COMMITTEE INTERIM CHARGE
Residential Property Hail Litigation Data Call (Section 1)

H.1.0On average,insurers are notified of attorney involvementabout eight months after the claim is reported to the insurer.The data appears
to show a downward trend in thenumber of days beforeinsurers are notified an attorney is involved with a claim. However, the last two years
of the data only include claims that were reported by March 31, 2016, archsesvhere insurers were notifiedan attorney was involved by that
date. The averages for these years maghangeas the data maturesThe dataalsoshowsthat, for most claims, attorneysare known to be
involved after six months or longer. For7 percentof the claims, the insurer is notified of attorney involvement within a few days after the claim
is reported to the insurer.

Average Number of Days before an Attorney Becomes Involved Time until an Attorney is Involved with a Claim
Avg. Number of Days after Claim is Reported Percentage of Claims by Length of Time, 221015
by Occurrence Year, 2018015 50%
400
350 338 a2 40%
298

» 300 284 247 %)
5 £
S 250 G 30%
— o
3] 185 () 23%
E 200 g
> c ZOOAJ
Z [}

150 S 14%

102 g 0
100 8% 11% 11%
1000 9% 9%
0 7%
20 3% 3% I I I 3%
* *
2010 2011 2012 2013 2014 2015 0-3 4-14 15-2930-5960-90 3-6 6-9 9-12 12-18 18-24 24+

mmmm Average Number of Days Average for All Years Days Days Days Days Days Mo. Mo. Mo. Mo. Mo. Mo.

The percentages in the above table are a percentage of claims involving attorneys where insurers provided sufficiémt iofoletetmine the date
an attorney became involved. For about-qoarte of the claims involving attorneys, TDI did not have sufficient information to determine this date.

In addition, there are few claims in 202011 involving attorneysvhich can increase the variability in the averages for those years.

*Data for trese yeassis immature. Thesaverages wilchange as claims occurring iret yeass that take more time to be reportasettlel by insurers Data includes claims reported through March
31, 2016.In some cases, companies included claims reported throegtata they submitted data to TDI.
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HOUSE INSURANCE COMMITTEE INTERIM CHARGE
Residential Property Hail Litigation Data Call (Section 1)

H.2. On average,nsurers are notified of PA involvementwith a claim about four months after the claim is reported to the insurer.The data
appears to show a downward trend in thewumber of days beforeinsurers are notified a PA is involved with a claim. However, the last two
years of the data only include claims that were reported by March 31, 2016, amdsesvhere insurers were notifieda PA was involved by that
date. The averages for these years maypangeas the data matures. The data also shows that, for most clainki¥\s are known to beinvolved
after onemonth or longer. For 22 percentof the claims,a PA isinvolved within a few days after the claim is reported to the insurer.

Average Number of Days before a PA Becomes Involved Time until a PA is Involved with a Claim
Average Number of Days after Claim is Reported Percentage of Claims by Length of Time, 221015
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Average Number of Days Average for All Years

Thepercentages in the above table are perceste#geaims involving PAs where insurers provided the da¢éePAbecame involveavith the claim
For aboubnequarterof the claims involving PAs, TDI did not have this date.

This data is based on a relativemall sample, about 400 claimghich can cause variability in the averagesaddition, there are few claims in 2010
2011 involvingPAswhich can increase the variability in the averages for those years.

*Data for these years is immature. Thaserages will change as claims occurring in these years that take more time to be reportedidng isstilers. Data includes claims reported through March
31, 2016In some cases, companies included claims reported through the date they submitte@@iata
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HoOUSE INSURANCE COMMITTEE INTERIM CHARGE
Residential Property Hail Litigation Data Call (Section 1)

I.1. The data does not show any trends in the percentage of claims that are reopened. Although there appears to be a slight dovehirend in

the percentage of claims reopened, this could be due to the fact that déba 2015is not as matureas data for earlier years.The data also shows
that the percentage of claims reopened varies depending on whether there is an attorney/PA or a lawsuit. About half of claim®lving

attorneys or PAs were reopened, and about thremurths of claims involving lawsuits were reopenedThe data does not indicate the reasons the

insurer reopened the claim.

Statewide Percentage of Claims Reopened Statewide Percentage of Claims Reopened
All Claims, by Occurrence Year, 208015 Claims with Attorneys or PAs / No Attorneys or PAs / Lawsuits
20102015
100%
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. 7%
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34%
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No Attorney or PA Attorney or PA Lawsuits All Claims
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0%

*Data forthis year is immatureThis averagamaychange as claims occurringthmis year that take more time to be reported are sdttlénsurers. Data includes claims reported through March 31, 2016.
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HoOUSE INSURANCE COMMITTEE INTERIM CHARGE
Residential Property Hail Litigation Data Call (Section 1)

|.2. For claims involving attorneys, TDI examinedvhat proportion of claims werefirst reopened after an attorneyor PA became involved with
the claim.

Percentage of Claims by When Claim First Reopened Percentage of Claims by When Claim First Reopened
Claims Involving an Attorney or PA - Statewide Claims Involving Lawsuits - Statewide

20162015 20162015
3% 0%

20% 23%

35%

49%

Claims Not Reopened

= Claims First Reopened after Attorney or PA Involvement
Claims First Reopened before Attorney or PA Involvement
Claims Reopened but Unknown When Attorney or PA Involved

Claims Not Reopened

= Claims First Reopened after Attorney Involvement
Claims First Reopened before Attorney Involvement
Claims Reopened but Unknown When Attorney Involved

The data indicates that, for claims involving attorn@yBAs about half of the claims weretreopenedTwenty-eightpercent were first reopened
after an attornegr PAbecame involved, and 20 percent were first reopened before an atiof&pecame involved. For clagminvolving lawsuits,

23 percent of claims weretreopened42 percent of claims were first reopehafter an attorney became involved, 8dgercent were first reopened
before an attorney became involved.
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HOUSE INSURANCE COMMITTEE INTERIM CHARGE
Residential Property Hail Litigation Data Call (Section I)

J.1. TDI reviewed data onthe efforts of policyholders and insurers to settle claims before suithe data indicates that presuit appraisal was
used by insurersand policyholders in 3.5 percent of claims involving lawsug. In addition, 2 percent of claims involving lawsuits involved pre

suit mediation or arbitration.

Statewide Percentage of Claims Undergoing
Pre-Suit Appraisal
All Claims Involving Lawsuits, 2012015
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Statewide Percentage of Claims Undergoing
Pre-Suit Mediation or Arbitration (M/A)
All Claims Involving Lawsuits, 2012015
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HOUSE INSURANCE COMMITTEE INTERIM CHARGE
Residential Property Hail Litigation Data Call (Section I)

J.2. The data indicates that about 50 percent of lawsuits involve a psait demand from the plaintiff. For claims with pre-suit plaintiff
demands, the averagdighest plaintiff demandbefore suitwas about $09,000 compared to an averagéncurred loss forthese claims of about

$23,000
Statewide Percentage of Claims with Pr&uit
Plaintiff Demands
All Claims Involving Lawsuits, 2012015
6.9%
44.0%/
49.0%
= Pre-Suit Demand = No Pre-Suit Demand
= Unknown
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Statewide Avg. PreSuit Plaintiff Demand vs. Avg. Incurred Loss
Claims Involving Lawsuits, 2022015
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HOUSE INSURANCE COMMITTEE INTERIM CHARGE
Residential Property Hail Litigation Data Call (Section 1)

J.3. The data indicates that about 50 percent of lawsuits involve a psaiit settlement offer from the insurer. For claims with presuit settlement
offer from the insurer, the averagehighestsettlement offerbefore suitwas about $9,500, compared to an averagecurred loss for these claims
of about $28,000.

Statewide Percentage of Claims Where Insurer
Made Pre-Suit Settlement Offer
All Claims Involving Lawsuits, 2012015

13.2%

Statewide Avg. PreSuit Insurer Settlement Offer vs. Avg. Incurred Loss
Claims Involving Lawsuits, 2012015

$50,000
$40,000
$28,027
$30,000
$18,768
49.0% $20,000
37.8% $9,504
$10,000
$-
Pre-Suit Settlement Offer No Pre-Suit Settlement Offer Avg. Pre-Suit Settlement Avg. Incurred Loss Avg. Incurred Loss
Unknown Claims w/Pre-Suit Offer No Pre-Suit Offer

Claims with settlement offers are not the exact same group of claims wahippdaintiff demands. Some claims have bothguiedemands and pre
suit settlement offers (24 percent), other claims havasyitelemands but no peait settlement offer(23 percent), other claims have {mat
settlement offers but no psait demands (18 percent), and other claims will have neithersujtréemand nor a piguit settlement offer (19erceny®.

4The remaining claims with lawsuitabout 16percent, are in the "unknown" category
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

Introduction

In this part of the presentation, TDI provides results of data from Section Il of its data call. Section Il consist€dpafreet® sample of claims from
nine events that TDI specified by occurrence date and county (or ZIP code). Only the top 15eomiplmiaims for these events were required to
report Section Il datdReporting was optional for other insurers, including farm mutual insurers. One farm mutual insurer volunteered to report dat:
under this sectioandTDI included theidata in the radts below

TDI selected these nine events based on average claim size, number of claims, and geographic diversity. For soea@ugmesquired companies
to report data for counties with the most claims. The events are as follows:

Number of
Claims Average Average Average Loss
Event Year of Reported Incurred Loss  Paid ALAE and ALAE
Number Event Dates of Event Region (Data Call) (Data Call) (Data Call) (Data Call)
1 2009 Jul. 81 9 North Texas 2,201 $ 9277 3 103 $ 9,381
2 2010  Jul. 237 24 Houston Area 2,106 $ 7457 3 208 % 7,665
3 2011  Jun. 20i 22 DallasFort Worth Area 12,676 $ 13489 3 454 % 13,943
4 2012  Mar. 28i Apr. 5 Hidalgo County 12,677 $ 19402 $ 3,304 3 22,705
5 2013  May 277 30 Amarillo Area 17,586 $ 14580 $ 478  $ 15,058
6 2014  Apr.2i 5 Collin County 17,439 $ 10,804 $ 344 % 11,148
7 2014  Jun.5i 8 Panhandle West Texas 4,121 $ 11671 $ 265 % 11,936
8 2015  Apr. 221 Apr. 28 Bexar County 13,225 $ 6451 % 250 % 6,701
9 2015  Jun. 12 13 North Texas / West Texas 1,442 $ 11357 $ 187 $ 11,544
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

A. The data indicates that events 4 and 5 show a higher percentage of claims with attorney or PA involvement and a higher peaggnof
claims with lawsuits. Events 6 through 9 show rates of attorney or PA involvement and lawsuit rates that doaver than the rates for events
4 and 5

Percent of Wind/Hail Claims by Attorney / PA Involvement Percent of Wind / Hail Claims by Attorney / PA Involvement

by Event Claims with Lawsuits / No Lawsuits / PA Only
by Event
50% 50%
E £
& =
O 40% O 40%
g :
S 26% 3
£ 30% £ 30%
= =
S 5
o )
g 20% & 20%
$ 5.2% s
10% . 10% 17%
0.1% 0.6% 0.2% 1.4% 1.1% 1.0% 0.3% 0.5% 0.8% 0.3%
0% _—
0% 1 2 3 4 5 6 7 8* 9*
1 2 3 4 5 6 7 8* 9*
Event Number Event Number
Attorney = PA, No Attorney Known Lawsuits Attorney, Unknown or No Lawsuit = PA, No Attorney
Event Year of Event Year of
Number Event Dates of Event Region Number Event Dates of Event Region
1 2009 | Jul. 81 9 North Texas 6 2014 | Apr. 21 5 Collin County
2 2010 | Jul. 23i 24 Houston Area 7 2014 | Jun.5i 8 Panhandlé West Texas
3 2011 | Jun. 20Gi 22 DallasFort Worth Area 8 2015 | Apr. 227 Apr. 28 | Bexar County
4 2012 | Mar. 281 Apr. 5 | Hidalgo County 9 2015 | Jun. 12 13 North Texas / West Texa:s
5 2013 | May 2771 30 Amarillo Area
*Datafor these eventsismmat ur e. These ratios may change as the data @ mat wuresssata mcludes eaint reportenl thepdgh c | ai

March 31, 2016.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

B.1. Events 1 and 6 have the longest average time before the clasmeported to the insurer, even though they have relatively low rates of
attorney or PA involvement.

Average Number of Days to Report a Claim
by Event

250

@
9
o
£
200
E 158
)
S 150
S 109
i
o 100
2 47 39 58 43 57 51
E ) I . I I
©
N EEEEE N
1 2 3 4 5 6 7 g* o*
Event Number
Event Year of Event Year of
Number Event Dates of Event Region Number Event Dates of Event Region
1 2009 | Jul. 87 9 North Texas 6 2014 | Apr. 21 5 Collin County
2 2010 | Jul. 23i 24 Houston Area 7 2014 | Jun.5 8 Panhandle / West Texas
3 2011 | Jun. 20i 22 DallasFort Worth Area 8 2015 | Apr. 221 Apr. 28 | Bexar County
4 2012 | Mar. 281 Apr. 5 Hidalgo County 9 2015 | Jun. 12 13 North Texas / West Texas
5 2013 | May 2771 30 Amarillo Area

*Data for these eventss immature. Thseaveragesnay change as t he dat a @ mat forthese éventane tepoeed dnd settled hyaidsur@ataancludes clainoseepartedi n g
through March 31, 2016.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

B.2. For event4, claims with attorneys or PAs representing the claimant, on average, are reportathout 90-95 dayslater than claims without
attorneys or PAs.For event 5, thedifference is11days.For all other events combined, the difference iabout 30-40 days.

Average Number of Days to Report a Claim Average Number of Days to Report a Claim
No Attorneys or PAs vs. Attorney.or PA vs. Lawsuits No Attorneys or PAs vs. Attorney or PA vs. Lawsuits
& Event 4 (Mar 28Apr 5, 2012, Hidalgo County) - Event 5 (May 2730, 2013, Amarillo Area)
& 200 Z 200
a a
c 180 c 180
E 160 128 £ 160
© ©
O 140 122 O 140
£ 120 £ 120
2 100 & 100
2 58 4
o 80 o 80 3
4
g2 60 3 2 60 32 43 33
= £
o 40 o 40
[o)) (o))
. . —
g g
x O Z O
No Attorney or PA  Attorney or PA Known Lawsuits All Claims No Attorney or PA  Attorney or PA Known Lawsuits All Claims
Involved Involved Involved Involved

Average Number of Days to Report a Claim
No Attorneys or PAs vs. Attorney or PA vs. Lawsuits
All Events, Other than Events 4 and 5
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Average Time to Report a Claim (in Days)

o

No Attorney or PA  Attorney or PA Known Lawsuits All Claims
Involved Involved
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

B.3. For event 4, thedata shows that24 percent of claims involving attorneys, PAs or lawsuits were reported more than six months after the
event occurred compared to7.5percent for event 5 and 18 percent for all other events combined

Percentage of Claims by Time until Reported Percentage of Claims by Time until Reported
Event 4 (Mar 28Apr 5, 2012, Hidalgo County) Event 5 (May 2730, 2013, Amarillo Area)
75 5
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Percentage of Claims by Time until Reported
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C. The data also showshat events 4 and Hhave higherpercentages of losses and allocated loss adjustment expenses attributable to claims

FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

involving attorneys, lawsuits, or PAswhen compared to other events.

Statewide Percent of Losses and Alloc. Loss Adjustment Expenses
for Claims Involving an Attorney or PA

Statewide Percent of Losses and Alloc. Loss Adjustment Expenses
for Claims Involving an Attorney or PA

by Event Claims with Lawsuits / No Lawsuits / PA Only
75% by Event
u 75%
- L
< 57% <
T 60% <
@ T 60%
3 IS
0 %]
(%] (]
:'? 45% § 45%
o -
S 12% ©
g 30% S 30%
8 28% 219 16% 04% & 39% 8.6%
& 15% % 15%
0106 13% 10% . . 14% 15% 0.8%
0% — —— | | | | — 0%
1 2 3 5 6* 7* 8* 9* 1 2 3 4 5 6+ 7% g
Event Number Event Number
mAttorney = PA, No Attorney Known Lawsuits Attorney, Unknown or No Lawsuit = PA, No Attorney
Event Year of Event Year of
Number Event Dates of Event Region Number Event Dates of Event Region

1 2009 | Jul. 81 9 North Texas 6 2014 | Apr. 21 5 Collin County

2 2010 | Jul. 23i 24 Houston Area 7 2014 | Jun.5i 8 Panhandle / West Texas

3 2011 | Jun. 20Gi 22 DallasFort Worth Area 8 2015 | Apr. 227 Apr. 28 | Bexar County

4 2012 | Mar. 281 Apr. 5 | Hidalgo County 9 2015 | Jun. 12 13 North Texas / West Texa:s

5 2013 | May 2771 30 Amarillo Area

*Data for these eventss immature. Theseatiosma y

expenses are evaluated as of March 31, 2016.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

D. The data showghat for events 4 and 5there were few claims where the attorney isknown to beinvolved in the first 30 daysafter the event
For both events the data showsan increase inknown attorney representation and suits filed approximately two years after the event. For
other events,there were either too few claims withattorney involvement or the events were too recent (2042D15) to determine whether
there was an increase (see Supplemental Exhilitagel3 for all events).

Number of Claims by Day of Known Attorney Involvement*
Event 4(Mar 28 Apr 5, 2012, Hidalgo County)

Number of Claims by Day Suit Filed
Event 4 (Mar 28Apr 5, 2012, Hidalgo County)
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OOLON@:HO’)L{)I\@:HMLDI\O:HO')LOI\O‘:'HMLD mmr\c):\—immr\m:!‘\—«mml\c»:\—ammr\m:‘—cmm
Event 4 (Mar 28-Apr 5, 2012, Hidalgo County)
Percentage of Claims by When AttorneyKnown to be Involved or Suit Filed (Relative to Event Date)
Less than 3-6 6-12 12-18 18-24 More than
Time after Event Whené 30 Days 30-60 Days | 60-90 Days Months Months Months Months 24 Months
Attorneylnvolved 1.2% 2.3% 3.0% 7.9% 15.%% 234% 286% 18.3%
Suit Filed 0.3% 0.5% 1.9% 5.8% 13.9% 20.3% 315% 25.%%

*Date of attorney involvement is the earliest of: (i) date of letter of representation or demand letter; and (ii) dataitof law
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

Number of Claims by Day Suit Filed

Number of Claims by Day of Known Attorney Involvement*
Event 5 (May 2730, 2013, Amarillo Area)

Event 5(May 27-30, 2013, Amarillo Area)
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Event5 (May 27-May 30, 2013, Amarillo Area)
Percentage of Claims by When AttorneyKnown to be Involved or Suit Filed (Relative to Event Date)
Less than 3-6 6-12 12-18 18- 24 More than
Time after Event Whené 30 Days 30-60 Days | 60-90 Days Months Months Months Months 24 Months
Attorney Involved 0.0% 0.0% 0.6% 34% 23.1% 17.®% 31.%% 23.3%
Suit Filed 0.0% 0.0% 0.4% 24% 19.7%% 20.%% 32.8% 24.3%

*Date ofknownattorney involvement is the earliest of: (i) datdetfer of representation or demand letter; and (ii) date of lawsuit.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

E. The data indicates thatevents4 and 5, which also have the highest percentagesatdims with attorney involvement, have the lowest
percentage of claims closed without payment to theolicyholder. But events 1 and 8, which have relatively low percentages of claims with
attorney involvement, have similar percentages of claims closed without payment.

100%
90%
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0%

Percentage of Reported Claims

*Estimated claim status asMfrch 31, 2016In some cases, claims status is as of the date the company submittedTdta
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Percentage of Claims by Claim Status*
by Event, 2002015

1 2 3 4 5 6 7 8 9

Event Number

u Closed - No Payment m Closed with Payment mOpen mUnknown
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Percentage of Reported Claims
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Percentage of Claims Closed with No Payment*

14%

by Event, 2002015
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7%
3% I
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Event Number

5%

Event Year of Event Year of
Number Event Dates of Event Region Number Event Dates of Event Region
1 2009 | Jul. 81 9 North Texas 6 2014 | Apr. 21 5 Collin County
2 2010 | Jul. 23i 24 Houston Area 7 2014 | Jun. 5 8 Panhandle / West Texas
3 2011 | Jun. 20i 22 DallasFort Worth Area 8 2015 | Apr. 227 Apr. 28 | Bexar County
4 2012 | Mar. 287 Apr. 5 Hidalgo County 9 2015 | Jun. 12 13 North Texas / West Texa
5 2013 | May 2771 30 Amarillo Area
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section II)

F. Section Il data on presuit settlement efforts shows a pattersimilar to the Section | data:(1) a relatively low percentage of claims involve
pre-suit appraisal, mediation, or arbitration; and (2) anotable difference between the highest presuit plaintiff demand and the highest presuit
settlement offer.

Percentage of Claims Undergoing Pr&uit Percentage of Claims Undergoing PrSuit
Appraisal Mediation or Arbitration (M/A)
All Claims Involving Lawsuits, All Events (9) All Claims Involving Lawsuits, All Events (9)

11% 2.7%

1% 3.9%

95.0%

= Pre-Suit Appraisal= No Pre-Suit Appraisa’* Unknown - Pre-Suit M/A = No Pre-Suit M/A = Unknown
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section II)

Percentage of Claims with PreSuit Plaintiff
Demands
All Claims Involving Lawsuits, All Events (9)

1.5%
a\

40.2%

= Pre-Suit Demand = No Pre-Suit Demand
= Unknown
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Avg. Pre-Suit Plaintiff Demand vs. Avg. Incurred Loss
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section II)

Percentage of Claims Where Insurer Made Pr&uit
Settlement Offer
All Claims Involving Lawsuits, All Events ¢9)

Avg. Pre-Suit Insurer Settlement Offer vs. Avg. Incurred Loss
Claims Involving Lawsuits, All Events

$50,000
$35,532
$40,000
$27,771
$30,000
/ $20,000
13.4% $13,816
64.1% $10,000
. ) $-
* Pre-Suit Settlement Offer = No Pre-Suit Settlement Offer Avg. Pre-Suit Settlement Offer  Avg. Incurred Loss Avg. Incurred Loss
= Unknown Claims w/PrOef-fSruit SettlementNo Pre-Suit Settlement Offer

50|Page
TEXAS DEPARTMENT OF INSURANCE



FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

G. Claims Bundling Analysis
TDI reviewed Section Il data to determine the extent to which there was claims "bundling.” Bundling consists of a densandtfooney
representing multiple policyholders to settle claims on behalf of all policyholders as a bundle rather than igdiVidiualoked for bundles as
either: (1) demands or letters of representation sent from the same law firm to the same insurer on the same day (L@Rédensthdd); or (2)
lawsuits filed by the same law firm against the same insurer on the sarfsuidlaiate methodyVhile there is no clear definition of how many
demands (or suits) sent by the same law firm to the same insurer on the sana&elaybundle, for the purposes of its analysis, TDI used a
threshold of five claimsThere was no way to termine from the data whether a bundle involves a single demand from the plaintiff's attorney to
settle all claims as a whole rather than individually.

1 TDI had the date of the demand letter or letter of representatdyercent of claims involving aitneys. Fob7 percent of the claims
involving attorneys, TDI had no means of identifying bundles.

1 Usingbothmethods, TDI identified bundles in events 4 (M2& - Apr. 5, 2012, Hidalgo County hail storm) and 5 (May&7, 2013,Amarillo
areahail storm). OveralITDI identified 22 bundles consisting of 147 claims using the LOR/demand letter meth&® launtlles consisting of
636 claimsusing the suit date method.

Number of Bundles Avg. Bundle Size Median Bundle Size | Largest Bundle Size
Ni\rft?et:r LOR Suit Date LOR Suit Date LOR Suit Date LOR Suit Date
Method Method Method Method Method Method Method Method
4 15 46 6.6 8.5 6.0 7.0 14 38
5 6 22 8.0 11.1 8.5 9.0 12 30
Total 21 68 7.0 94 6.0 8.0 14 38

1 Using the LOR method, bundlethims accounted fd@ percent of claims with an LOB demand date. Using the suit date method, bundled
claims accounted fd1 percent ottlaims involving lawsuitsAbout 50percent of the bundles using the suit date method had suit filed dates
about 2 pars (23 to 25 months) after the date of the event.

1 The average loss for bundled claims is similar to the average loss for unbundled claims involving attorneys or lawsuits.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE
Residential Property Hail Litigation Data Call (Section I1)

Average Incurred Loss

Average Incurred Loss and Paid ALAE

Claims Bundled Claims B'Fg%lﬁd Claims Bundled Claims E?fg‘ﬂﬁd
with LOR T LOR Involving with LOR T LOR Involving
SUENL Date Method Lawsuits il Date Method Lawsuits DELE
Number Method Method
4 $ 40,946 $ 49,299 $ 37,912 $ 42,480 $ 48,504 $ 57,200 $ 52,377] $ 56,613
5 $ 34,633] $ 33,514/ $ 26,902 $ 20,125 $ 40,664 $ 36,218 $ 33,809 $ 25,035
Total $ 39,956| $ 44,145 $ 35,302 $ 33,904 $ 47,275 $ 50,349 $ 47,975 $ 51,776
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

A.l.Insurers have been able to consistently make an underwriting profit for homeowners insurance20122015 However, because Texas is
a state with exposure to both hurricane and severe thunderstorm events, insureage expected to make armbove averagainderwriting
profit in years with no hurricanes or less than average severe thunderstorm events. Similariysiurers are expected tanake a below
average underwriting profit (or sustain an underwriting los9 in years with significant hurricanes or greater than average severe
thunderstorm events.

The following chart shows historic loss, loss adjustmenpand underwriting expense ratios to premium (combined ratio) for Texas
homeowners. A combined ratio of 90 percent means a 10 gentunderwriting profit, and a combined ratio of 110 percent means a 10
percent underwriting loss. Over the last 16 yearsnsurers did not make an underwriting profit (averageunderwriting loss of 0.3percent
of premium) in homeowners but over the last 4 yearsinsurers have experienced a averageunderwriting profit of 13.6percent of
premium. However, based on datdor the first nine months of 2016, TDI projects insurers will experience an underwriting loss in 2016.

TEXAS HOMEOWNERS*
Loss, Loss Adjustment, and Underwriting Expense as a Percent of Premium

Calendar Year 2002016#
180%
£ 160% -
g
£ 140% - .
© 0
©1200% - 109.9% 80,4% Underwriting

Loss

H

o

%

>
1

Underwriting
Profit

80%

60%

40%

20%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016#
| oss Ratio === Expense Ratio 4-Yr Avg. e 16-Yr. AVg.

0% -

Losses and Epenses as a Percent

#Data for 2016 is a fulyearprojection andestimate based on loss data through September 30, 2016. Since this is a projection, it is subject to uncertainty.

*Includes the FAIR Planbut excludes TWIA and farm mutual insurers
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

A.2. Preliminary market data for the third quarter of 2016, which TDI received inJanuary 2017 shows that insurers paid approximately 8.3
billion in residential property hail lossesn the first three quarters of 2016 Prior to 2016, themost hail losses insurers paid in a full year
wasin 2015, when insurers paidabout $1 9 billion in residential property hail losses.While most of the 2016 hail losses are from the Dallas
Fort Worth Metroplex, the April hailstorms in the San Antonio area also contributed to the total hail losses DI has noinformation about

litigation on 2016 hail claims.

2016 Residential Property Paid Losses as of Sept. 30
by Cause of Loss
(in billions of dollars)
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= Hail = Windstorm = Water Damage = Fire  All Other
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2016 Windstorm and Hail Losses Paid as of Sept. 30
by Region
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

B. TDI also reviewed industry aggregate data it collects under itStatistical Plan for Residential Risk&Stat Plan). All admitted companies
writing residential property insurance, except farm mutuals, must report data under theStat Plan. TDI examined historic loss ratios for all
perils by region, as well as historic wind and hail claim frequencies, average loss per claim (severity), and average los$5€00 building
coverage. The data shows thatistorically, windstorm and hail has been a significahpart of the cost of insuring Texans.

Statewide Statewide
Estimated Ultimate Paid Losses (in Billions), 2a8mL5* Loss Ratio (Losses per Dollar of Premium), 2€201.5*
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*Claims anddsses aren an occurrence year basis and developed by TDI staff to their estimated ultimate settlement value by cause of Isssiostaidwide development patterns.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Statewide Statewide
Claim Frequency (Per 100 Policies), 2e0m15* Inflation-Adjusted Average Loss per Policy, 20R015*
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*Claims anddsses aren an occurrence year basis and developed by TDI staff to their estimated ultimate settlement value by cause ohis&siostegewide development patterns.
Claims were adjusted for inflation based on changes in the average insured value for dwellings.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Statewide Statewide
Hail Loss Ratio (Losses per Dollar of Premium), 2@005* Windstorm Loss Ratio (Losses per Dollar of Premium), 20005*
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*Claims anddsses aren an occurrence year basis and developed by TDI staff to their estimated ultimate settlement value by cause of Isssiostaidwide development patterns.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

1. Overall inthe lastfour years the frequency of hail claims has bdmiowthe 16year average. Windstorm claim frequerayd costhave been
belowthe longeftermhistoric average, but windstorm claim frequencies are subject to more variability because of hurricanes, which are
infrequent but can be sevekowever, he cosbof hail claimsover the lasfour years is 10 percent above theyiar average.

Statewide Statewide
Hail Claim Frequency (per 100 Policies), 2€R015* Windstorm Claim Frequency (per 100 Policies), 22005*
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m— Hail —16-Yr. Avg. ———4-Yr. Avg. = \Vindstorm — 16-Yr. Avg. —4-Yr. Avg.

*Claims anddsses aren an occurrence year basis and developed by TDI staff to their estimated ultimate settlement value by cause of Isssiostaidwide development patterns.
59|Page

TEXAS DEPARTMENT OF INSURANCE



FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Statewide Statewide
Inflation-Adjusted Average Hail Loss per Policy, 20R015* Inflation-Adjusted Average Windstorm Loss per Policy, 201 5*
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*Claims anddsses aren an occurrence year basis and developed by Hifltsttheir estimated ultimate settlement value by cause of loss using historic statewide development patterns.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

2. Theaverage losper hail claim has increas8gpercentper yearon an inflatioradjusted basiand 7.8percentoefore adjusting for inflation. The
average loss per windstorm claim has increageer@niper year on amilation-adjusted basis and 6.4 percbafore adjusting for inflation.
The average cosif windstorm claims tends to spike in years in whichehsra hurricane, and part of the increase in the averagessaper
claim may be due to increases in the cost of asphalt shimdieh tend to increase with the price of oil.

Statewide Statewide
Inflation-Adjusted Average Hail Loss per Hail Claim, 26R015* Inflation-Adjusted Average Loss per Windstorm Claim, 2W15*
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*Claims anddsses aren anoccurrence yedasis (year of loss) and developed by TDI staff to their estimated ultimate settlement value by cause of loss usisigteiaidecdevelopment patterns.
Claims were adjusted for inflation based on changes in the average insured value for dwellings.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

C. Regional differences inloss ratiosfor all perils show the various events that have affectetiexassince 2000.

Regional Comparison
All Perils Loss Ratio (Losses per Dollar of Premium), 2Q005*
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6 8
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50%

Loss Ratio (Losses per $1 Premium)

0%

Central Texas Dallas-Fort Worth Metroplex East Texas
Houston Area and Southeast Texas—— North Texas (excluding DFW) - Other Seacoast

Panhandle South Texas Southwest Texas
West Texas
Number Region (or Regions) Event
1 Central TexasHoustonArea and Southeast Tex&ther Seacoast| Texas mold crisis
2 Panhandle June 2004hailstorm
3 East TexasHoustonArea and Southeast Texas Hurricane Rita
4 Southwest Texas May and Sefember2007 hailstorms
5 HoustonArea and Southeast Tex&ast TexasSouth Texas Hurricanedke andDolly
6 SouthwesiTexas Sepgember2009 hailstorm
7 West Texas April 2009 hailstorms
8 South Texas March andApril 2012 hailstorms
9 Panhandle May 2013 hailstorm

*Claims anddsses aren anoccurrence yearasis (year of loss) and developed by TDI staff to their estimated ultimate settlement value by cause of loss usisigiteisidecdevelopment patterns.
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

D. TDI examined its Stat Plan data fortrends in windstorm and hail claims by region. The data shows spikes in hail claim frequency in the
Panhandle in 2013and a smaller spike in South Texas in 2012 his means there were largevind or hailstorms in those aeas. The data
also shove a spike in the average logser windstorm and hail claim (claim severity)in South Texas, consistent with the data ithe Hail
Litigat ion Data Call. There is notan equivalentspike in severity in other parts of Texas SeePagel8 of the supplemental exhibitsfor more

details.

Regional Comparison
Hail Loss Ratio (Hail Losses per Dollar of Premium)

20002015*
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Regional Comparison
Windstorm Loss Ratio (Windstorm Losses per Dollar of Premium)
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*Claims anddsses aren anoccurrence yearasis (year of loss) and developed by TDI staff to their estimated ultimate settlement value by cause of loss usisigiteisidecdevelopment patterns.
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Regional Comparison Regional Comparison
Hail Claim Frequency (Claims per 100 Policies) 2@005* Windstorm Claim Frequency (Claims per 100 Policies) 22005*
45.0 45.0
a 0
2 400 o2 400
L2 5
g 350 E 35.0
o
g 300 8 300
—
%]
g 200 g2 200
8 150 g
O O 150
T 100 he)
g ., 5 100
5.0
0.0
0.0

N I T T A
SNSRI SR NS

\} 9 Q N Q2 %) ™ o)
\) \} \ \ \ \ \ \
X S I S SN XSG SO M NN

»

Central Texas

Dallas-Fort Worth Metroplex

Central Texas
East Texas Houston Area and Southeast Texas

Dallas-Fort Worth Metroplex
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North Texas (excluding DFW) —— Other Seacoast North Texas (excluding DFW) ——— Other Seacoast
Panhandle South Texas Panhandle South Texas

Southwest Texas West Texas Southwest Texas West Texas

*Claims anddsses aren anoccurrence yearasis (year of loss) and developed by TDI staff to their estimated ultimate settlement value by cause of loss usisigieisidecdevelopment patterns
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Regional Comparison Regional Comparison
Inflation-Adjusted Average Loss per Hail Claim (Claim Severity) Inflation-Adjusted Average Loss per Windstorm Claim (Claim Severity)
20002015* 20002015*
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North Texas (Excluding DFW) — Other Seacoast North Texas (excluding DFW) - Other Seacoast
Panhandle South Texas Panhandle South Texas

Southwest Texas West Texas

West Texas

Southwest Texas

*Claims anddsses aren anoccurrence yedrasis (year of loss) and developed by TDI staff to their estimated ultimate settlement value by cause of loss usisigteisidecdevelopment patterns.
Claims were adjusted for inflation based on changes in the average insured value for dwellings.
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Regional Comparison Regional Comparison
Inflation-Adjusted Average Hail Loss per Policy, 26R015* Inflation-Adjusted Average Windstorm Loss per Policy, 2005*
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*Claims anddsses aren an occurrence year basis (year of loss) and developed by TDI staff to their estimated ultimate settlement valud lmssaissegohistoric statewide development patterns.
Claims wereadjusted for inflation based on changes in the average insured value for dwellings.
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

E. TDI also examined market data to determine if it could identify any impacts of weatherelated litigation on the types of policy forms
purchased, the amant of deductibles purchased, the level of competition in the market place, average premium per policy, and average
premium per $1,000 of coverage purchased.

1. While average windstorm and hail deductibles have increased throughout the state and indys@sa@kbyin some arsathere is no clear
pattern of deductibles increasing in reactiofitigation on claims withveathefrelated pers. Theobservedgattern is consishtwith insurers
increasing deductibles in areas where insurers are concertheghaiaging hurricane risk exposure.

Texas Homeowners Statewide
Average Wind vs. Average Other than Wind Deductible, 220006
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FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Texas Homeowners Regional Comparison
Average Wind Deductible by Region, 20R015
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20062015 20122015

Annual Annual
Growth in Growth in

Wind Wind

Region Deductibles | Deductibles
Central Texas 8.6% 6.3%
DallasFort Worth Metroplex 7.3% 5.4%
East Texas 7.3% 6.0%
Houston Area and Southeast Texas 11.8% 6.4%
North Texas €xcluding DFW) 7.1% 6.3%
Other Seacoast 10.6% 7.1%
Panhandle 7.1% 5.4%
South Texas 9.9% 5.3%
Southwest Texas 8.3% 6.4%
West Texas 7.6% 6.8%
Statewide 9.0% 5.9%
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Texas Homeowners Regional Comparison

Average Other than Wind Deductible by Region, 22005
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20062015 20122015
Annual Annual
Growth in Growth in
Other than Other than
Region wind wind
Deductibles | Deductibles
Central Texas 8.5% 5.4%
DallasFort Worth Metroplex 8.2% 6.2%
East Texas 7.2% 5.9%
Houston Area and Southeast Tex 8.0% 6.5%
North Texas éxcluding DFW) 7.2% 6.3%
Other Seacoast 6.4% 5.3%
Panhandle 7.2% 6.0%
South Texas 7.4% 5.8%
Southwest Texas 7.7% 6.3%
West Texas 7.6% 6.5%
Statewide 7.9% 6.1%




2. Statewide, the percentage of pagwith the broadest coverage dropped after the mold crisis of & the mi2000s this percentaghas
been increasing, but has remained relatively constant since\20dl8.in the last four years the Panhandle has aeletline in the percent of
policies with broadest coverageDI foundno clear pattern associated with windstorm and hail. The drawback to this type of analysis is that |
only looks at the underlying policy fim; it does not consider whether insurers have been adding more (or fewer) restrictive (or broadening)

FINAL PRESENTATION TO THE TEXAS L EGISLATURE

Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

endorsement® the policy

Homeowners- Statewide Homeowners- Regional Comparison
Percentage of Policies by Policy Form, 2€l5 Percentage of Policies With Broadest Coverage (HO 3/ HO 5 Policies)
(Including FAIR Plan) (Including Texas FAIR Plan)
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Central Texas Dallas-Fort Worth Metroplex
East Texas Houston Area and Southeast Texas
,19@ M ’»@' %S) W@b‘ ,»@5 q,@b @6\ '»@% ,19@ ,»Q\Q qp\\ q’\q, ,19\“’ q,b\b‘ ,\9\6 North Texas (excluding DFW) Other Seacoast
Panhandle e South Texas
®HO1 mHO2 "HO 3 mHOS5 Southwest Texas West Texas
National Texas
Policy Policy
Form Form Type of Coverage Perils Loss Settlement
HO 1 HO-A Named perils for botbuilding and contents Basicd (bldg. and cont.) Usually ACV bldg. and cont.
HO 2 HO-A+ | Named perils for both building and contents Broad (bldg. and cont.) Usually RCV bldg. and ACV cont.
HO 3 HO-B All but excluded perils building; named perisntents i Al | 3Hhtdg.d Rraadcont. Usually RCV bldg. and ACV cont.
HO 5 HO-C All but excluded perils building and contents i Al | 3RIldgsandcont.) Usually RCV bldg. and cont.

1Exact perils vary depending on the policy, but commandiude fre, lightning, smoke, windstornhurricane hail, explosion, aircraft and vehiclegandalismyiot and civil commotiontheft, and

premises liability.
2Broad form perils vary depending on the policy, but commonly include basic perifliilng objects; weight of ice, sleet, or snow; freezing pipes; and some coverage for sudden and accidental wati

discharge

3 Coverage for all perils not specifically excluded in the poliExclusiors vary by policy, but typically include such things as earthquake; flood; wear and tear; mold, fungus, and rot; micegridsects,

other pests; and continuous and repeated seepage of water.
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

3. The HerfindahHirshman Index (HHI) is a measure of market concentration. Thettigl HHI value, the more concentratecharket is and
the less competiin. The AntiTrust Division of the U.S. Justice Department consideaskats with an HHI value between 1,500 and 2,500 to
be Amoderately concentvallefgecatamdtmamk @t S0Wi tlo MHWKEI Ahi ghly conc
insurance market has become less concentvateanore competibn overthe last 16 years, with its HHI value decreasing from 1,600 in 2000
to 1,038 in 2015This downward trend has continued in the last four years.

Homeowners- Statewide
HHI, 20002015
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4. Over the last 16 yeans Texas the homeowners market has become less concentvatechorecompetiton. Regions with large urban centers
such adHouston DallasFort Worth San Antonioand Austinhave the lowest HHI values. Houston, North Texas, andhSbexashave seen
the greatest decline in HHI valu&ome of this decrease in market concentration may be due to large insurers reducing or managing their
concentration of risk in arsavith significant hurricane and hakposureThe Other Seacoast and the Panharetiimnshave shown the

smalles declines in HHI values.
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Residential Property Market Trends

(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

Homeowners- Statewide
HerfindahtHirschman Index (HHI), 2062015
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

5. TDl also looked at how average premiums have changed over the long an@ishorDI examinedhe average premium per policy, and the
average premium per $1,000 of insured value of the pren@umaverage, over the last four yedhg, statewide averaggemium per policy ha
increased.3 percent per year, anle statewide averaggemium per $D00 insured valugncrease®.5 percent per yeail.his compares to the
same averages over the last 16 years of 3.7 percerd.&ngkercent, respectively.

Changes in the average premium is not the same as average rate changes. Average premiunaetakmirioanges in the amount of
coverage homeowners purchasewell as rate changes. For example, as the cost to repair homes increases, so do the policy limits purchas
homeowners. Increasing (or decreasing) deductibles will decrease (or indneaegrage premium if all other factors are held constant.
Similarly, average premium can be affected if, on average, policyholders purchase broader (or more restrictive) coverage.

Texas Homeowners (Including TWIA and FAIR Plan)

Statewide
Average Premium per Policy vs. Average Premium per $1,000 Insd. Value
20002015
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

6. The average premium per policy varies by regidns is a function of differences in: the level and types of hazards in each, tegiawerage
insured value in each regicand average amounts of deductibles purchased in each region. Over the last four years, averagehpramium
increased the most ISouthwest Texas, West Texas, North Texas (excluding DFW); they have incredsadttimtHouston and Southeast

Texas,South Texas, and the Other Seacoast region. Despite these changes, the highest average premiums are in the Otheorgeambast rec

the lowest average premiums are found in Southwest Texas.

Texas Homeowners (Including TWIA and FAIR Plan)

Regional Comparison 20002015 20122015
Average Premium per Policy, 20@015 Annual Annual
$3,000 Growth in Growth in
the Average | the Average
$2.500 _ Premlu_m Premlu_m
Region per Policy per Policy
0, 0,
$2.000 Central Texas 3.4% 6.8%
DallasFort Worth Metroplex 2.8% 6.6%
$1,500 / EastTexas 4.2% 7.7%
/ Houston Area and Southeast Tex3 4.9% 5.5%
$1,000 / /—— North Texas éxcluding DFW) 3.4% 7.8%
Other Seacoast 4.5% 5.5%
$500  ——
Panhandle 2.6% 6.4%
30 South Texas 4.7% 5.5%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Southwest Texas 4.1% 9.0%
Central Texas Dallas-Fort Worth Metroplex West Texas 3.4% 8.2%
East Texas Houston Area and Southeast Texas -
North Texas (excluding DFW) Other Seacoast Statewide 3.7% 6.3%
Panhandle South Texas
Southwest Texas West Texas
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Residential Property Market Trends
(All Data Excludes TWIA, FAIR Plan, and Farm Mutual Insurers Unless Otherwise Indicated)

7. Sinceregional average premiums depend on the average insured value in each region, TDI also looked at regional differavesade the
premium per $1,000 insured value of the dwelli@ger the last four years, South and East Texas saw the largest inare¢hsem/erage
premium per $1,000 insured value, and the Panhandle and the Other Seacoast region saw the smallest increases. Desesttise c
highest average premiums per $1,000 are in the Other Seacoast region, and the lowest average pré&hjo@isgre found in Southwest
Texas.

TDI did not find aclear pattern of average premiums increasing greater than the statewide average in areas experiencing increased amou

attorney/PA involvement and litigation.
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200062015 20122015
Annual Annual

Growth in Growth in
the Average | the Average

Premium Premium

Region per Policy per Policy
Central Texas -1.1% 3.0%
DallasFort Worth Metroplex -1.2% 2.6%
East Texas -0.2% 4.3%
Houston Area and Southeast Texd 0.6% 2.4%
North Texas éxcludingDFW) -1.1% 3.6%
Other Seacoast 0.3% 1.5%
Panhandle -1.8% 1.8%
South Texas 0.5% 2.9%
Southwest Texas -0.1% 5.3%
West Texas -1.2% 3.3%
Statewide -0.5% 2.5%




PART IV

UNDERWRITING ACTIONS AND RATE CHANGES
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Withdrawals and Underwriting Actions Survey
(All Data Excludes TWIAandthe FAIR Plan)

A. The Underwriting Action Survey responses indicatehat mostly small companies are taking underwriting and rateactions as a direct result
of increased claims litigation from weatherrelated perils in Texas. The survey asked questisrabout residential propertypolicies written
either statewide or in a particular geographic region of Texas.

Withdrawals and Restriction Plans
1 Insurance Code Chapter 827 and 28 Texas Administrative Code 8§7.180B allow a company to withdraw or ceagiting lines of
insurance in Texas with prior approval from the commissioner. A company must submit a withdrawal plan if the companytgpreposes
o the company's total annual premium volume by 50 percent or more
o the company's annual premium by 75qge@t or more in a line of insurance in Texas
o in this state, or in any applicable rating territory, the company's total annual premium volume in a line of personaleotomob
residential property insurance by 50 percent or more.

1 From January 1, 2011,bugh August 31, 2016, 20 companies filed withdrawal plans from whimgeowners insurance in Texas.these,
two companies cited increasing claim and legal costs or catastrophic weather as the reason for withdrawal. Ten ofwladswitndr éhe
result of a merger, acquisition, or the transfer of policies to other companies.

1 A company may reduce oestrict its writing in certain geographic areas without filing a withdrawal plan.

Underwriting Action Survey Responses

1 Seven companies intentionally reduced, limited, or stopped writing policies; two of those also nonrenewedlhai®esties affecd
include Hidalgo, Maverick, Webb, Potter, and Randall.

1 Fourteen companies increased their use of restrictive endorsements, tightened their underwriting guidelines, or didwathrerewal
business.

0 Specific geographic regions include coastal actd®xas and Cameron, Willacy, and Hidalgo counties.
1 One company increased its minimum wind deductible for new business policies statewide.
1 Twelve companies increased rates for a residential line of insurance.
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