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Executive Summary

The Maryland Insurance Administration (“MIA”) agreed to conduct the study described
in SB 906 from the 2010 Legislative Session and report its findings and
recommendations to the committees of jurisdiction; the Senate Finance Committee and
the House Economic Matters Committee. In order to explore how best to improve
consumer understanding of homeowner’s insurance generally and their policy in
particular, the MIA reviewed the current required disclosures, met with industry
representatives (both insurers and producers), People’s Insurance Counsel, reviewed a
sampling of homeowners’ insurance policies issued by some of the largest insurers
writing homeowners’ insurance in the State, including policy forms developed by the
Insurance Services Organization (ISO) for its member companies, and surveyed other
states.

Based on this, the MIA will work with stakeholders to improve the disclosures and other
notices required to be provided to consumers to better facilitate their understanding of
their homeowner’s insurance policy and the additional coverages available for purchase
to provide greater protection.



Introduction

In the 2010 legislative session, the General Assembly considered SB 906, “Homeowner's
Insurance - Coverage for Loss Caused by Discharge of Water — Study.” While the bill
did not pass, the Maryland Insurance Administration (“MIA”) noted it would conduct the
study and report its findings and recommendations to the committees of jurisdiction; the
Senate Finance Committee and the House Economic Matters Committee. A copy of SB
906 is included here in Exhibit 1.

After Tropical Storm Isabel deluged Maryland in 2003, it became apparent that many
consumers were unaware of those perils that are covered and those perils that are not
covered by their homeowners’ insurance policies generally and particularly for floods
and surface water and water that backs up through sewers and drains (hereinafter
“water/sewer backup”). Following Tropical Storm Isabel, the General Assembly
modified the statute to provide more disclosures to consumers. These disclosure
requirements are summarized in the next section.

Since 2003, there has been an uptick in the number of events across Maryland resulting in
flood-type losses. These include, but are not limited to:

e agas pipe/water main break in Overlea (2004);

e the torrential rain storms in Harford County (2004) and in Dorchester County
(2006);

e the water main break in Montgomery County (2008); and

e the water main break in eastern Baltimore County (2009).

After each event, MIA employees have been to the impacted areas to assist and educate
those citizens who sustained damage to their dwellings and personal property. This
includes, but is not limited to, helping consumers identify their insurer and file a claim, as
well as investigating complaints consumers have about their insurance. MIA employees
report that many consumers remain unaware of the details of their insurance policies.

In order to explore how best to improve consumer understanding of homeowner’s
insurance generally and their policy in particular, the MIA:

e Reviewed the current required disclosures;

e Met with industry representatives (both insurers and producers) and People’s
Insurance Counsel,

e Reviewed a sampling of homeowners’ insurance policies issued by some of the
largest insurers writing homeowner’s insurance in the State, including policy
forms developed by the Insurance Services Organization (ISO) for its member
companies; and

e Surveyed other states.

The remainder of this report summarizes the MIA’s findings and recommendations.



Disclosures

Under Maryland law, insurers must disclose certain information to consumers. At the
time of application or purchase, an insurer must provide a notice of the:

e Exclusion for damage caused by floods and how to obtain from the National
Flood Insurance Program. (See §19-206 of the Insurance Article attached hereto
as Exhibit 2.)

e Additional optional coverages available. (See §19-207 of the Insurance Article
attached hereto as Exhibit 3)

On an annual basis, insurers must:

e Provide an annual statement summarizing the insured’s coverages and exclusions
(See 8§19-205 of the Insurance Avrticle attached hereto as Exhibit 4.)

e Disclose the modification of the deductible for hurricane or storm damage during
a hurricane warning or a hurricane as approved by the Commissioner. (See §19-
209 of the Insurance Article attached hereto as Exhibit 5.)

e Advise of the availability of a premium discount for insureds who provide proof
of improvements to mitigate losses from a hurricane, if applicable, and how to
apply for the discount. (See §19-210 of the Insurance Article attached hereto as
Exhibit 6.)

At the time the policy is issued and at each renewal, insurers must disclose to their
insureds if the insurer considers claims history for the purposes of canceling or
nonrenewing the policy. (See §27-501 (n) of the Insurance Article attached hereto as
Exhibit 7.)

Through Bulletin 06-21, attached as Exhibit 8, the MIA has provided guidance to insurers
about how to disclose some of the required information. It contains a sample of an
acceptable format for the annual statement of coverages, the exclusion for damage caused
by floods and the lead-in language insurers are to use when preparing the list of
additional optional coverage. .

Although most insurers have adopted the format for the annual statement of coverages set
forth in Bulletin 06-21, some insurers have elected to draft and use their own versions.
Examples of annual statements of coverage that conform to the MIA’s format and differ
from it can be found in Exhibits 9 and 10, respectively.

As is evident from this summary of disclosures insurers are currently required to provide
to applicants and policy holders, it would appear that insureds are given enough
information regarding coverages and exclusions to make informed decisions based on
their particular circumstances as to what coverages they have purchased and what they do
not have coverage for; however, we know, both from anecdotal evidence and direct
testimony, that many people not only fail to take the time to read their policy, but they



also fail to read the disclosures to understand what is being covered or excluded. The
information that was gathered and evaluated, as well as the ideas and options considered
to improve the disclosures and comprehension of the information contained therein will
be detailed in the next sections.

Mandatory Optional Coverage

Insurers are required to offer in writing, both at the time of application and at each
renewal, to insureds and potential insureds coverage for water/sewer back-up not caused
by the negligence of the insured. (See 819-202 of the Insurance Article attached hereto
as Exhibit 11.) However, purchase of this water/sewer back-up endorsement does not
provide coverage for flooding or surface water damage.

Disclosures and Mandated Coverages: Other States

The MIA surveyed other states through the National Association of Insurance
Commissioners (NAIC) to determine what types of coverage for water losses, if any, are
mandated under a homeowner’s insurance policy, as well as the types of disclosures
being utilized in those jurisdictions.

A summary of the survey of other states can be found at Exhibit 12. Of the sixteen states
that responded, all advised there was no statutorily required offer of coverage or
mandated coverage for losses stemming from water. Only four states advised that there
was a requirement either by statute or regulation to provide an annual summary of
coverage or a “Homeowners” Bill of Rights” that required insurers to disclose the
coverages and exclusions under the policy. Six of the states statutorily require insurers to
advise their policy holders that the homeowner’s insurance policy does not provide
coverage for losses due to flood and only one state requires its insurance department by
statute to publicize homeowners’ insurance coverage or policy information through
brochures, bulletins and the like. Given the results, it appears that the State of Maryland
is ahead of the national curve on this issue.

Overview of Typical Homeowners Insurance Policies in Maryland

An analysis of the policy language of the top twenty insurance groups writing
homeowners’ insurance in the State of Maryland indicates there is a great deal of
variation in coverage from insurer to insurer and from policy to policy. This, in and of
itself, makes comparison of the terms and conditions of the policies difficult and
confusing, if not nearly impossible. A summary of the policy analysis is presented as
Exhibit 13.

Virtually all homeowners insurance policy excludes losses from flood and surface water.
In these circumstances, the only option available to consumers who wish to protect
themselves from these types of losses is to purchase a flood insurance policy through the
National Flood Insurance Program (NFIP) or one of the NFIP’s write your own insurance
company partners.



Typically, homeowners’ insurance policies do not routinely include coverage for
water/sewer back-ups. As mentioned previously, all insurers are required to offer such
coverage for an additional cost.

There are exceptions to this general rule. Two insurer groups that market to high value
homeowners do offer coverage for damage caused by flood, either as a separate policy or
an endorsement to the homeowners’ insurance policy. In addition, these policies include
coverage for losses from water/sewer back-ups.

The actual coverage offered for water/sewer back-ups also varies from insurer to insurer.
For example, some insurers limit coverage to the over flow of water from a drain, sump
pit or well located within the dwelling, as opposed to others that provide coverage for
overflows of drains, sump pits or wells on the residence premises. In the first instance, if
the drain or sump pump that backs up or over flows is located outside of the home (in an
outside basement stairwell, for example), the policy provides no coverage for the
subsequent loss. For those with a sump pump pit or well located inside the home, there
would be no problem; however, if you are a homeowner whose sump is located out
doors, purchasing a policy with the more restrictive language could prove detrimental.

Because of these important differences, simply disclosing to an applicant or a homeowner
renewing coverage that water/sewer back-up coverage is available for purchase may not
provide sufficient information for the consumer to make an informed decision. At a
minimum, the consumer would need to know the extent of the coverage being offered
and how it would apply to his/her particular circumstances.

While all homeowners’ insurance policies cover the accidental and direct physical loss
from water or steam that escapes suddenly from an appliance, plumbing, heating or air
conditioning system located within the dwelling, few cover the loss if the accidental
discharge or over flow of water or steam results from a storm drain, water, steam or
sewer pipe located off the residence premises. For those policies that do provide coverage
for the ensuing water loss from a drain or pipe located off the residence premises, the
coverage is provided by way of an exception to a policy exclusion. In addition, while
there may be coverage, it is limited to the damage to the dwelling or structure only. Any
damage to personal property or contents located on the residence premises would still be
excluded from coverage. There are a few companies offering policies that provide
coverage for both the dwelling and contents for the ensuing water loss from a drain or
pipe located off the residence premises; however, again, these tend to be limited to those
offered to the high value homeowners.

Knowledge of the actual terms of the various homeowners’ insurance policies offered by
the insurance companies is essential to obtain the most comprehensive coverage available
in the Maryland insurance market.

Stakeholders Views




Insurer representatives maintain that water main breaks are floods and thus, the damage
caused by a water main break is not covered under the homeowner’s insurance policy.
Insurer representatives appear to believe that the best solution for consumers who wish to
fully protect themselves is to purchase a separate flood insurance policy through the
NFIP to protect the dwelling and contents from damage due to flood (water).

Producer representatives did not appear to disagree with insurer representatives, but noted
that consumers are price sensitive and, depending upon each individual’s circumstance,
may elect to purchase or decline optional coverages, including flood insurance.
Moreover, they observed that consumers do not read the “additional optional coverages”
disclosure provided at the time of application, nor do they seem interested in the flood
exclusion disclosure.

Producers described the process of purchasing a homeowner’s insurance policy as
something that occurs quickly because the applicant or insured generally needs
documentation of coverage to satisfy the requirements of a bank or mortgage lender at
settlement. While they did not object to providing the various disclosures to the
applicants or policy holders, the producers’ general impression was that the disclosures
are largely ineffective.

Additionally, the independent insurance producers (i.e. those that represent many,
unaffiliated insurance companies) expressed concerns with respect to the variation in the
types of disclosures used by the insurers. The more insurers they represent, the more
disclosures with which they need to be familiar. From the perspective of these producers,
this creates a greater errors and omissions liability risk to them.

The representative from the People’s Insurance Counsel indicated that all of these issues
could be eliminated with a statute that either mandates the coverage or the offer of
coverage for most water-type losses, including those arising from a water main break. In
their view, this is the only way to ensure consumers have coverage for this type of peril.

Options

The MIA presented a number of ideas for discussion and consideration to the
stakeholders. These included:

e posting copies of all homeowners’ insurance policies approved for sale in
Maryland on the Administration’s website or providing links to copies of the
policies posted on the insurers’ websites;

e modifying the annual statement summarizing coverage and exclusions by
providing a coverage matrix in question and answer format:

e making disclosure of water losses of all types more prominent and advising
insureds how to obtain more information regarding coverage options;

e maximizing the use of technology by requiring insurers to allow insureds online
access to complete copies of their policies, the ability to view all endorsements

10



e developing a list of questions for publication in the MIA’s A Consumer Guide to
Homeowners Insurance and on the website highlighting differences in coverage
for consumers to ask the producers or companies when purchasing a homeowners
insurance policy.

Based on the feedback from stakeholders, the MIA has concluded that at this time the
feasible options are:

e modifying the annual statement summarizing coverage and exclusions by
providing a coverage matrix in question and answer format;

e making disclosure of water losses of all types more prominent and advising
insureds how to obtain more information regarding coverage options; and

e developing a list of questions for publication in the MIA’s A Consumer Guide to
Homeowners Insurance and on the website highlighting differences in coverage
for consumers to ask the producers or companies when purchasing a homeowners
insurance policy.

The MIA will work with stakeholders to improve the disclosures and other notices
required to be provided to consumers in order to facilitate their understanding of their
homeowner’s insurance policy and the additional coverages available to them that
provide greater protection.

11



Exhibit 1

12



13



14



Exhibit 2

§ 19-206. Insurer to provide information and advice concerning flood insurance.
(a) Notice that standard policy does not cover flood damage.-

(1) An insurer that sells or negotiates homeowner's insurance in the State shall
provide an applicant, at the time a policy of homeowner's insurance is initially
purchased, with a written notice that states that a standard homeowner's
insurance policy does not cover losses from flood.

(2) If an application is made by telephone, the insurer is deemed to be in
compliance with this section if, within 7 calendar days after the date of
application, the insurer sends by certificate of mailing the notice to the
applicant or insured.

(3) If an application is made using the Internet, the insurer is deemed to be in
compliance with this section if the insurer provides the notice to the applicant
prior to the submission of the application.

(b) Information contained in notice.- The notice shall:

(1) state that flood insurance may be available through the National Flood
Insurance Program or other sources;

(2) provide the applicant with the contact information for the National Flood
Insurance Program;

(3) advise the applicant to confirm the need for flood insurance with the National
Flood Insurance Program or the applicant's mortgage lender;

(4) advise the applicant to contact the National Flood Insurance Program, the
applicant's insurer, or the applicant's insurance producer for information about
flood insurance;

(5) advise the applicant that flood insurance may be available for covered
structures and their contents;

(6) advise the applicant that a claim under a flood insurance policy may be
adjusted and paid on a different basis than a claim under a homeowner's
insurance policy; and

(7) advise the applicant that a separate application must be completed to purchase
flood insurance.

15



(c) Mailing of notice with statement permitted.- A notice required to be sent by
certificate of mailing under this section may be sent with the statement required
under § 19-207 of this article.

(d) Effect of notice.- A notice provided under this section does not create a private
right of action.

[2006, ch. 388, § 2; 2007, ch. 576.]
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Exhibit 3

§ 19-207. Statement of optional coverage available.
(@) In general.-

(1) An insurer that sells or negotiates homeowner's insurance in the State shall
provide an applicant, at the time of application for homeowner's insurance,
with a written statement that lists all additional optional coverage available
from the insurer to the applicant.

(2) If an application is made by telephone, the insurer is deemed to be in
compliance with this section if, within 7 calendar days after the date of
application, the insurer sends by certificate of mailing the statement to the
applicant or insured.

(3) If an application is made using the Internet, the insurer is deemed to be in
compliance with this section if the insurer provides the statement to the
applicant prior to submission of the application.

(b) Contents.- The statement shall:

(1) be on a separate form;

(2) be titled, in at least 12 point type, "Additional Optional Coverage Not
Included in the Standard Homeowner's Insurance Policy";

(3) contain the following disclosure in at least 10 point type:

"Your standard homeowner's insurance policy does not cover all risks.
You may need to obtain additional insurance to cover loss or damage to
your home, property, and the contents of your home or to cover risks
related to business or personal activities on your property.

This statement provides a list of the types of additional insurance coverage
that are available. Contact your insurance company, insurance producer, or
insurance agent to discuss these additional coverages."; and
(4) contain a list of additional optional coverage.
(c) Mailing with notice permitted.- A statement required to be sent by certificate
of mailing under this section may be sent with the notice required under 8 19-
206 of this article.

(d) Effect of notice.- A statement provided under this section does not create a
private right of action.

17



[2006, ch. 388, § 2; 2007, ch. 576.]

Additional optional coverages are defined in Section 19-201(b) of the Insurance Article
as follows:

(b) Additional optional coverage.- "Additional optional coverage” means a coverage
or service that covers the structures, contents, property, or activities on property
that is available for purchase in connection with a standard homeowner's
insurance policy.

18



Exhibit 4

§ 19-205. Annual summary statements.
(a) Summary statement of coverages and exclusions.-

(1) An insurer shall provide a policyholder with an annual statement that
summarizes the coverages and exclusions under the policy issued by the
insurer.

(2) The insurer's statement shall be clear and specific.

(3) The insurer's statement shall state whether the coverages under the policy
provide for replacement cost, actual cash value, or other method of loss
payment for covered structures and contents.

(4) The insurer's statement shall include a disclosure that states:

(i) the policyholder should read the policy for complete information on
coverages and exclusions;

(ii) the policyholder should refer to the declarations page for a listing of
coverages purchased;

(iii)the policyholder should communicate with the insurance producer or
the insurer for any additional information regarding the scope of
coverages in the policy;

(iv)the statement does not include additional optional coverage purchased
by the policyholder, if any;

(v) the statement is not part of the policy or contract of insurance and does
not create a private right of action;

(vi)all rights, duties, and obligations are controlled by the policy and
contract of insurance; and

(vii) the standard homeowner's insurance policy does not cover losses
from flood.

(b) Status of statement.- The statement under subsection (a) of this section:

(1) is not part of the policy or contract of insurance; and

19



(2) does not create a private right of action.

(c) Regulations.- The Commissioner may adopt regulations to implement the
provisions of this section.

[2006, ch. 388, § 2.]
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Exhibit 5

8§ 19-209. Underwriting standard in homeowner's insurance policy.
(a) Prohibition; exception; requirements.-

(1) An insurer that issues a policy of homeowner's insurance may not adopt an
underwriting standard that requires a deductible that exceeds 5% of the
"Coverage A - Dwelling Limit" of the policy in the case of a hurricane or
other storm, unless:

(i) the insurer has filed the underwriting standard for approval by the
Commissioner; and

(ii) the Commissioner has approved the underwriting standard in writing.
(2) The filing required by paragraph (1) of this subsection shall:

(i) be made at least 60 days before the insurer proposes to implement the
underwriting standard in the State; and

(i) include any information required by the Commissioner, including:

1. a copy of the underwriting standard the insurer proposes to
implement;

2. the data relied on by the insurer in developing the underwriting
standard; and

3. the date on which the insurer intends to implement the
underwriting standard.

(3) An underwriting standard subject to this subsection may not take effect
until 60 days after it is filed with the Commissioner.

(4) During the initial 60-day waiting period, the Commissioner may extend
the waiting period for an additional period, not to exceed 60 days, by
written notice to the insurer that the Commissioner needs additional time
for consideration of the filing.

(5) A filing is deemed approved unless disapproved by the Commissioner
during the waiting period or any extension of the waiting period.

(6) If the Commissioner finds that compliance with paragraph (3) or (4) of
this subsection would result in impairment of the insurer or a significant

21



(7) An underwriting standard subject to this subsection shall comply with all
applicable laws.

(b) Applicability of deductible.- If an insurer has adopted an underwriting
standard that requires a deductible equal to a percentage of the "Coverage A -
Dwelling Limit" of the policy in the case of a hurricane or other storm, the
deductible may only be applicable beginning at the time the National
Hurricane Center of the National Weather Service issues a hurricane warning
for any part of the State where the insured's home is located and ending 24
hours following the termination of the last hurricane warning issued for any
part of the State in which the insured's home is located.

(c) Annual statement.-

(1) An insurer that has adopted an underwriting standard that requires a
deductible equal to a percentage of the "Coverage A - Dwelling Limit" of
the policy in the case of a hurricane or other storm shall provide a
policyholder with an annual statement explaining the manner in which the
deductible is applied.

(2) The insurer shall send a copy of the form used to provide the notice
required under paragraph (1) of this subsection to the Commissioner prior
to its use.

(d) Regulations.- The Commissioner may adopt regulations to implement the
provisions of this section.

[2008, ch. 540.]
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Exhibit 6

8§ 19-210. Actuarially justified premium discount.

(a) Offering of discount.- An insurer shall offer at least one actuarially justified
premium discount on a policy of homeowner's insurance to a policyholder
who submits proof of improvements made to the insured premises as a means
of mitigating loss from a hurricane or other storm.

(b) Mitigating loss.- Means of mitigating loss include:

(1) the installation of one or more of the following:
(i) hurricane shutters;
(i) secondary water barrier;
(iif)reinforced roof coverings;
(iv)braced gable ends;
(v) reinforced roof to wall connections;
(vi)tie downs; and
(vii)  reinforced opening protections;
(1) repair or replacement of:
(i) exterior doors, including garage doors;

(ii) hurricane resistant trusses, studs, and other structural components; and

(iii)repair or replacement of manufactured home piers, anchors, and tie
down straps; and

(2) any mitigation effort that materially mitigates loss from a hurricane or
other storm otherwise covered under the policy.

(c) Inspection of improvements.- Improvements made to the insured premises
under this section shall be inspected by a contractor licensed by the
Department of Labor, Licensing, and Regulation.

(d) Inspection of improvements - Verification; inspection certificate.-

23



(1) An insurer shall be allowed to inspect the improvements that are the basis
of a premium discount under this section.

(2) (i) Verification of improvements that are the basis of a premium discount
under this section rests with the insurer.

(i) An insurer may accept an inspection certificate issued by a
governmental agency as verification of improvements that are the
basis of a premium discount under this section.

(e) Requirements of discount.- A premium discount offered under this section
shall:

(1) comply with the provisions of Title 11 of this article; and

(2) only be offered for improvements identified by the Commissioner as
qualified mitigation actions made to the insured premises that may
materially mitigate loss from a hurricane or other storm otherwise covered
under the policy.

(F) Annual statement.-

(1) An insurer that offers a premium discount under this section shall provide
a policyholder with an annual statement regarding the availability of the
discount and the method of applying for the discount.

(2) The notice required under paragraph (1) of this subsection may be sent
with the statement required under § 19-205 of this subtitle.

(9) Regulations.- The Commissioner may adopt regulations to implement the
provisions of this section.

[2008, ch. 540.]
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Exhibit 7

Section 27-501 (n) of the Insurance Avrticle states:
(n) Factors to be considered in mitigation.-

(1) Subject to the requirements of this article, if an insurer considers claims
history for the purposes of canceling or refusing to renew coverage, the
insurer may consider the following factors in mitigation of the proposed
decision without producing statistical validation:

(i) the severity of the losses;

(ii) the length of time that an insured has been a policyholder with the
insurer;

(iii)loss mitigation of previous losses; and

(iv)the availability of a higher deductible for the particular policy and
types of losses.

(2) If an insurer considers claims history for purposes of canceling or refusing

to renew coverage, the insurer shall disclose the practice to an insured at
the inception of the policy and at each renewal.
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Exhibit 8
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Exhibit 9

Annual Summary of Homeowner’'s Coverages
and Exclusions

This Annual Summary of your Homeowner's Coverages is to assist you by serving as an overview of the coverages and
exclusions under your policy; it is not part of your policy; does not create a private right of action; and is not a substitute
for your policy. This Summary is being provided for your general information only. YYou should read your policy for
complete information on coverages and exclusions as all rights, duties and obligations are controlled by the policy and
contract of insurance, not this Summary. This Summary outlines the usual coverages and exclusions contained in the
policy form and does not include any optional coverages you may have purchased. If there is a conflict between this

Summary and your policy, the language of your policy will control.

Please note: The Standard Homeowner's Insurance Policy does NOT cover losses from flood. Flood insurance
may be purchased through the National Flood Insurance Program or other sources.

Summary of Coverages:

The two general types of coverage provided by your policy are 1) property coverage, also referred to as Section |
coverage, and 2) liability coverage, also referred fo as Section Il coverage.

The Property Coverage portion of your policy covers losses resulting from- damage to your residence and structures
attached to your residence (Coverage A), it covers losses resulting from damage to other structures on your residence
premises set apart from your residence (Coverage B), it covers losses to personal property owned by you or used by you
subject to specific coverage limits based on the location and type of personal property (Coverage C), and it covers
certain additional living expenses and the fair rental value of the part of your residence in which you live if a covered loss
makes your residence not fit to live in ( Coverage D).

The Liability Coverage portion of your policy protects you against claims and legal actions resulting from property
damage or bodily injury to others as a result of an accident and for which you are legally liable (Coverage E), and
medical expenses for bodily injury to others (Coverage F).

In addition to the basic property and liability coverage, your policy contains some additional -coverages that are
summarized below. Each property, liability and additional coverage is subject to the specific terms, conditions,

exclusions, limits and deduciibles set forth in your policy and the Declaration Page, which is the front page of your policy
that provides a listing of all the coverages and limits of those coverages that you have purchased.

H786N-19E1106 ' Page 1 of 4 . (HO. ed. 10/06)
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Property (Section 1} Coverages:
Please refer to your palicy for a description of the Loss Payment method.

Loss Settlement Basis: Losses for damage to covered structures and prop

are applicable to your policy).

Coverage A - Dwelling Structure:

[X] Replacement Cost
[1 Actual Cash Value
[1 Other

Coverage B - Other Structures:
[X] Replacement Cost

11 Actual Cash Value

[]  Other

Coverage C - Personal Property:

[X] Replacement Cost
[1 Actual Cash Value

Coverage D - Loss of Use:
[X] Actual Cash Value

Perils Insured Against:

Fire or Lightening
Windstorm or Hail
Explosion

Riot or Civil Commotion
Aircraft

Vehicles

Smoke

Theft
Falling Objects

Freezing

Volcanic Eruption

B BEM MK KKK KKK KX AKX

H786N-18E1106

Vandalism or Malicious Mischief

Weight of Ice, Snow or Sleet
Accidental Discharge or Overflow of Water or Steam
Sudden and Accidental Tearing Apart, Cracking, Burning or Bulging

Any Other Peril Not Specifical

50
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erty will be settled as follows (checked boxes

Sudden and Accidental Damage from Artificially Generated Electrical Current

lly Excluded (dwelling and other structures only)

(HO. ed. 10/08)
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ions:
Ordinance or Law
Collapse
Earth Movement
Water Damage -Flood, surface water, waves, efc.
Mold Remediation
Power Failure
Neglect
War
Nuclear Hazard
Intentional Loss
Governmental Action
Other Exclusions as Listed Below:
"Fungi", Wet or Dry Rot, Virus cteria or Pathogenic anisms

—

IS B D R

Additional/Other Coverages:

[X] Debris Removal

[X] Reasonable Repairs

[X] Trees, Shrubs or Other Plants

[X] Fire Department Service Charge

[X] Property Removed

[X] Credit Card, Electronic Fund Transfer Card or Access Device, Forgery and Counterfeit Money
[X] Collapse ’ -
[X] Glass or Safety Glazing Material

[X] Landlord’s Furnishings

X1 Law and Ordinance

X1 Grave Markers

1 Identity Theft

1 Other Coverages as Listed Below:

Liability (Section Il) Coverages:

Additional/Other Liability Coverages:
[X] Claim Expenses

[X] First Aid Expenses

[X] Damage to Property of Others
[X] Loss Assessment

HT86N-19E1106 Page 3 of 4 (HO. ed. 10/06)
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Exclusions:

X] Expected or Intended Injury

X] Business

X]  Professional Services

X1  Motor Vehicles

X] Watercraft

X]  Aircraft.

X1 Communicable Diseases

X]  Sexual Molestation, Corporal Punishment or Physical or Mental Abuse
X] Controlled Substance -
[X] War

This Annual Summary of Homeowner's Coverages is just a summary of the coverages and exclusions under your palicy.
It is not an exhaustive list. Some claims may or may not be covered depending on the facts and circumstances
surrounding the loss. You should read your policy for complete information regarding your coverage. The Declarations
Page, the front page of your policy, will provide a listing of all the coverages and limits of those coverages that you have
purchased. Should you have any questions regarding this summary, your policy, its coverages or the limits of coverage,
you should contact your insurance producer or your insurance agent or your insurance company directly to discuss your

policy with them.

H7B6N-19E1106 . Page 4 of 4 ' (HO. ed. 10/06)
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Exhibit 10

Annual Summary of Homeowners Coverages

This annual summary of your homeowners coverages is to assist you by serving as an overview of the
coverages and exclusions under your policy. This summary is not part of your policy or a substitute
for your policy and does not create a private right of action. This summary is being provided for your
general information only. You should read your policy for complete information on coverages and
exclusions as all rights, duties and obligations are controlled by the policy and contract of insurance,
not this summary. This summary outlines the usual coverages and exclusions contained in the policy
form and does not include any optional coverages you may have purchased.

Please note: The standard homeowner’s insurance Policy does NOT cover losses from flood.
Flood insurance may be purchased through the National Flood Insurance Program or other sources.

Summary of coverages:

The two general types of -coverage provided by your policy are 1) property coverage, also referred to
as Section | coverage, and 2) liability coverage, also referred-to as Section Il coverage.

Homeowner

The property coverage portion of your pollcy covers losses resulting from damage to your residence
and structures attached to your residence (Coverage A), it covers losses resulting from damage to
other structures on your residence premises set apart from your residence (Coverage B).

Condominium Unit Owner

For Condominium unit owner's coverage, the property coverage portion of your policy covers losses
resulting -from damage to your unit {Coverage A), it covers losses resulting from damage to the
alterations, appliances, fixtures and improvements contained within your unit, as well as items of real
property which pertain exclusively to your unit or which are your responsibility under.a corporation or
association of property owners. It does not cover the land on which the unit is located. -

Homeowner ‘and Condominium Unit Owner

The property portion coverage portion also covers losses to personal property owned by you or used
by you subject to specific coverage limits based on the location and type of personal property
{Coverage C), and it covers certain additional living expenses of the part of your residence in which
you live if a covered loss makes your residence not fit to live in (Coverage D).

The liability coverage portion of your policy protects you against claims and legal actions resuiting
from property damage or bodily injury to others as a result of.an accident and for which you are
legally liable (Coverage E}, and medical expenses for bodily injury to others {Covaraga F).

In addition to the basic property and liability coverage, your policy contains some additional coverages
that are summarized below. Each property, liability and additional coverage is-subject to-the specific -
terms, ‘conditions, exclusions, limits and deductibles set forth in your policy and in the Declaration
page, which is the front page of your policy that provides a listing of all the coverages and limits of
those coverages that you have purchased. 5

61187-0107
MDHOSUM (1-07) Page 1 of 4
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Property Coverages (Section I):

Dwelling Structure-Coverage A
(Dwelling or Condominium Building Items)

Loss Settlement Basis: Replacement Cost

Other Structures-Coverage B

Loss Settlement Basis:

Note: Other structures that are buildings are settled at Replacement Cost, and other structures that
are not buildings are settled at Actual Cash Value. For Condominium Unit Owners policies, Other
Structures Coverage B are covered under Dwelling Structure Coverage A.

Personal 'Property—Coversge (o

Loss Settlement Basis: REPLACEMENT COST

Loss of Use-Coverage D

. Loss Settlement Basis: Actual expenses incurred

Perils Insured Against

Fire or Lightning : Windstorm or Hail

Explosion Riot or Civil Commotion

Aircraft Vehicles

Smoke : Vandalism or Malicious Mischief
Theft Falling Objects

Weight of Ice, Snow or Sleet Accidental Discharge or Overflow of

Woater or Steam

Sudden and Accidental Tearing Apart,
Cracking, Burning or Bulging Freezing

Sudden ‘and Accidental Damage from . Volcanic Eruption
Artificially Generated Electrical Current .

Any Other Peril Not Specifically Excluded DOES NOT APPLY
[Dwelling or Condominium Building Items and Other Structures only)

Special limits and loss settlement exceptions may apply to certain items. Refer to your
policy for details,

MDHOSUM {1-07) ‘Page 2 of 4
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Exclusions

Ordinance or Law

Water Damage — Flood, surface water,
waves, etc. NOT including sewer and
drain back up if purchased as an
additional coverage.

Mold Remediation — Limited to $15,000
War

Intentional Loss

Earth Movement
Power Failure
Neglect

Nuclear Hazard

Governmental Action

Property - Additional/Other Coverages

Debris Removal

Trees, Shrubs or Other Plants
Property Removed

Identity :and Financial 'Fraud
Loss Assessment

Lock Replacement

Land

Landlord's Furnishings .

Temporary Living Expense

Fire Department Service Charge

Reasonable Repairs

Credit Card, Fund Transfer Card, Forgery
Counterfeit Money

Collapse

Refrigerated Products

Glass or .Safgty Glazing Material
Building Ordinance or Law

Mold — Remediation coverage in the
amount of $15,000

‘MDHOSUM (1-07)
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Liability Coverages (Section Ii):

Additional/Other Liability Coverages

Claim Expenses First Aid Expenses

Damage to Property of Others Loss Assessment

Exclusions

Expected or Intended Injury Professional Services

War Communicabie Diseases

Controlled Substance

This annual summary of homeowners coverages is just an overview of the coverages and exclusions
under your policy. It is not an exhaustive list Some claims may or may not be covered depending on
the facts and circumstances surrounding the loss. You should read your policy for complete
information regarding your coverage. The Declarations page, the front page of your policy, will
provide a listing of the coverages that you have purchased. Should you have any questions regarding

your coverages or the limits of coverage, you should contact a member service representative at
(800} 531-8111 to discuss the details of your policy.

MDHOSUM (1-07) Page 4 of 4
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Exhibit 11

8§ 19-202. Coverage for water damage.

(@) In general.- An insurer that issues, sells, or delivers a homeowner's insurance
policy shall at time of application and renewal offer in writing to provide
coverage for loss that:

(1) is caused by or results from water that backs up through sewers or drains;
and

(2) is not caused by the negligence of the insured.

(b) telephone renewals.- If an application or renewal is made by telephone, the
insurer is deemed to be in compliance with subsection (a) of this section if,
within 7 calendar days after the date of application or renewal, the insurer
sends by certificate of mailing the offer to the applicant or insured.

(c) Internet renewals.- If an application or renewal is made using the Internet, the
insurer is deemed to be in compliance with subsection (a) of this section if the
insurer provides the offer to the applicant or insured prior to submission of the
application or renewal.

[An. Code 1957, art. 48A, § 4781/2; 1996, ch. 11; 2006, ch. 388, § 1; 2008, ch. 72.]
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Exhibit 12
Summary of the States’ Responses to the Survey

Note: This list is not comprehensive, but reflects the information provided by those states
that responded to the MIA’s survey through the NAIC Consumer Assistance Bulletin
Board. The numbers 1 through 6 correspond to the questions we posed to the other states,
which were:

The MD Insurance Administration is inquiring of other states what, if any, statutes or
regulations it may have with respect to HO insurance and coverage for water losses;
specifically, does your state:

1. Mandate coverage or the offer of coverage for any type of “water” loss(s)? If so,
which types? Please provide a statutory citation.

2. Require an applicant or insured to receive a homeowners “Annual Summary of
Coverages and Exclusions” or homeowners “Bill of Rights?” If so, please provide
a statutory citation and/or a copy of the document.

3. Require insurers to notify applicants or policy holders that the policy does not
provide coverage for losses due to flooding? If so, please provide a statutory
citation and/or a copy of the required language.

4. Differentiate coverage for water losses depending on whether the source of the
water is domestic or natural (including flood, surface, subsurface or tidal)?

5. Require coverage for water losses due to sewer lines breaking? If so, is it of
significance where the breakage occurs; that being on the insured property or off
the insured property?

6. Require the insurance department to publicize information through brochures,
bulletins, alerts, etc. regarding homeowners insurance coverage or policies issued
in the state?

STATE 1 2 3 4 5 6
Alabama
Alaska
Arizona No No No No No Not
required,;
has info
Arkansas
California
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STATE 1 2 3 4 5 6
Colorado No Yes; Yes, inthe | No No Not
Section 10- | Summary required,;
4-111 has info
C.R.S.and
Bulletin B-
5.15
Connecticut
Delaware
District of
Columbia
Florida
Georgia
Hawalii
Idaho No No No No No No
Illinois No No No “policy No No
language”
Indiana No No Yes, IC 27- | No No No
7-13-2
lowa
Kansas
Kentucky No No No No No No
Louisiana No Yes; LDI Yes; LDI No No Not
Bulletin Bulletin required,;
No. 09-08 | No. 09-08 has info
Maine
Maryland
Massachusetts | No No No No No No
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New
Hampshire
New Jersey
New Mexico
New York No Yes; Part Yes; No No Not
62-1.1 of Section required,;
Title 11 of | 3444 of has
NYCRR NYS Ins
Law
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STATE 1 2 3 5 6
North Carolina
North Dakota | No No No No No Not
required,;
has
Ohio
Oklahoma
Oregon No No No No No Not
required,;
has
Pennsylvania
Rhode Island | No No, only Yes; RIGL | No No No
notice of Section 27-
“material 5-3.6
change”
South Carolina
South Dakota | No No No No No No
Tennessee
Texas No Yes;TIC No May No Yes;
Section Section
501.156 32.102 of
and TX the
Admn Insurance
Code, Code
Section
5.9970
Utah
Vermont
Virginia
Washington
West Virginia | No No Yes; WV No No No
Code 33-
17-6a
Wisconsin
Wyoming No No No No No No
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Exhibit 13

1. State Farm 212 N HO3, HO4, HOS HO3, HO& HO3, HO4, HOB HO3, HOG HO3, HO4, HOE
Dieixe DelixaPiis
Deluxe Select Value
Seloct Value, Renters, Dk, DelioaePlus Dehoes, DeluxePius Deluxe, DeluePius Diehses, DelucePlus
2 A 8 N Condo (Note: This reflects enly Deluce Select Value Deluxe Select Value Deluxe Select Value Delue Select Valse
- Allstate Alltate's policies. Encompass is Select Vlus, Select Vakuo, Renters, ‘Select Value, Select Value, Rerters,
using modified 1980 IS0 Condo Condo Condo Cendo
poicies; therefore, everything is
sxcluged 3
HO@ Named Peril, HO2 High 4 i HO2 Named Peril, HO2 High .
HO2 Named Peril, HO3 High " HOZ2 Named Peril, HO3, HO4 " "
Value,HO3, HO4 Agt Renters, Value,HO3, HO4 Apt Rentors, HOB High Value, HOS High HOA High Value, HOE High
3 Trawlers a0 i HO4 Broad Form, HOS High |  Value. HOS. HOS High Value, HO4 Broad Form, HOS High HO2 Karned Parll, HO3, HOB Valus i+ L) Value
Value, HOS Value, HOB
Homecwners, Tenants, Homeowners, Tenants,
Hemeowrars, Condominium, Homaownars, Condominium, P
4. Nationwide 108 YN A . Condominium, Comprahansive
Condominkan Comprehensive Condorminium Comprehensive Condorninium Compranensiva Condominium Candamnium
Utra Cover, Exira Cover, Brosd Uttra Gaver, Exira Cover, Broad Ukra Caver, Exira Cover, Broad Ulra Cover, Extra Cover, Broad Ultra Cover, Extra Cover, Broad
5. Erle 77 i Covar, Tenant Cover, Caver, © " Cover Cawver, Tenant Cover, Cover, Condominium Cover Cever, Tenant Cover,
Condominium Cover " Condeminium Cover ' Condominium Cover
B USAA 55 i HO3 Praferred Policy, HO3 HO3 Prefered Policy, HO3 HO3 Prefered Policy, HO3 HO3 Preferred Policy, HO3 HO3 Preferred Policy, HO3
d ‘Spacial Form, HOS Spacial Form, HOB Special Form, HOB Special Form, HOS Special Form, HOS
Safecs HOS (not Sateco HO3 (not Safeco HOS {net IS0), Monkgameny] Safeco HO3 (not Safeco HO3 {not
7. Liberty Mutcal 57 i 10) Monlgomery Mutual (1990 | u‘mal 0. Ohio Casualty {1999- Mutual (1990-150), Ohio Casuaity 150}, Montgomery Mutual {1950 150). Morigomery Mutual (1890-
- Libesty 150}, Ohie Casuaity (1998 ]'M""m a 150) Liberty Mutusal {1989-1S0) | (1998-150) Libesty Mutual {1098 150), Ohie Casualty {1959- 150}, Ohio Casualty (1995
150} Liverty Mutual {1899-150) ) 150} 150} Liberty Mutual (1993-150) 150}, Liberty Mutual {1999-150)
8. Chubly 21 N Masterpiece Policy Masterpiece Policy Masterpiece Policy Masterpisce Policy Maslerpiece Policy
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Prestige Premier (nat IS0),
Prastige {not 150}, HO3 (1890

Prastige Pramier (nat IS0,

Prestige (not 1S0), HO3 (1990-

Preslige (7ot 1S0), HO3 (1980-

Prastige [nal 150}, HOS (1960

HOB [1950-150), HOS (1950- ) ) ) )
5 Aarz 18 ™ TBON Hod 1IURASO), HOB e Prastigs (nat 150) 130), HO4 11ielgg]sm. HOB(1960]  Prestige Premiar (ot 10) 10 HO8 (15601800 Prastige Premier (not 1S0) | 150), H%mm. HOE |  Prestige Premier (nat 150)
{1890-180)
H‘a‘.ﬁ:;;‘&”’“‘g;f‘;ﬁ Eompire Fire & MarinalF 80 HOS Empice Fire & Masine/F 80: HO3 Empirs Fire & Marine/F &0 HOS| Emgie Fire & Marinal &0 HO3|
: . Mariner Emplre Fira & MarinalF &0: HO3|  [1999-150), HO6 (1989-150) . (1995-150), HOS {1999-150) ; (1998-150), HOB (1999450
0.z 18 v Iwmoﬁ i l’mrrc‘] 'f;.m (1998450); Farmars Farmars | ruck Farmers InsuranceiTruck Farmers InsuranceiTruck
0. : (1850-130), Hos.(':?;sé-iw: Exchange: HDS{!MISO’}?T-IUB InsuranceTruck insurance HO3| Insurance : HOZ (1580- Insurance Exchange: HO3 (1990} Insurance Exchange: HO3 (1990)
ot How 1003, 1108 (1a6en et [1989-150) 150}, HOS (1968-150), HO4 (1950 150), HO3 (1599150, HOB 150), HO3 (1898-150), HO4
i) 150), HOS {1890-50) (1590450) (1890-150), HOS (1990-150)
1. Hartforg 15 ¥ HOS [1989-150) HOE (1998450) HO3 (1899-450) HO3 (1859.150) HOA (1888-150)
Brethemn Preferred HO3 (1950 Brathem Prefs HO3 (1890 Bretharn Preferred HO3 (1890- Brethern Preferred HO3 (1550 Brethermn Prefered HO3 (1880-
12. Beawen Mulusi 13 ¥ E50], Brathron Elte HOS (1595- I“so"" Brethven Elite HOS (1898450} | 1S0), Brethren Efle HOS (1995 150, Brethren Elte HOS (1955 150, Brstrven, Elite HOS {1595
150) 150) 150) 150)
13. Metropolitan 08 Y HO3 (1880-150) HO3 (1990-150) HO3 (1980-180) HOZ [1980-130) HO3 (1990-150)
14, State Auto 08 ¥ I, HOU, 108, oS (1aee- HOS {1996-150) HO3, HOS, (1899-150) HO3, HO4, HOB (1958-150) HOS (1695-150) HO3, HO4, HOS HOS (#996- HO3, HO4, ":;'g"““"m
15, Donagsl 08 ¥ Poninsulac HO3 (1596-150) Peninsudy: HO3 (1989450) |  Peninsula: HOS (1988-1S0) Peninsula; HO3 (1668450) Peninsula: HO3 (1998450}
16. Unitin o ¥ HO3, HO4, HOS (1955-150) HOS (1898-450) HOB (1999150} HOB, HO4, HOS (1998150 HO3.HOB (1908-150) HOS, HO4, HOS (1595450)
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17, Fredorick Mutual o7 HO2.HO3. Hog; OB %5 | o2, HO3, HO8 (1980450) HOZ, HO3, HO4, HOB (1880-150) HOZ, HO3, HOB (1990-450) He, Has, n'gsinoeum
18, Allogh o7 Homasite Insurance Company of) Hemesite Insurance Company of Homesita Insurance Company of Homaesite Insurance: of] Homesite Insurance Company of|
B the Midwest HO3 (1890-480) the Midwest HO3 (1880-130) the Midwest HO3 (1880-150) the Midwast HO3 (1880450) the Micdwest HO3 (1880-150)
19, Amica 08 HO3, HO4, 1O HO (1995 HO8 (198450) HO3HOS (1998450} HO3, HO4, HOB (1998-150) HOS (1899150) HO3, HOS, HOS (1999-150) HG3, HOA, HOS HOB 1309-
20. BankAmerica s MevitPlan Insurance Company |  MeritPlan Insurance Company MeritPian Insurance C MeritPlan Insurance MeritPlan Insurance
HO3 (1990-150) HO3 (1990-450) HO3 (1990-150) HO3 (1990-450) HO3 (1880450}
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