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Homeowner’s Insurance Picture
Remains Muddled
By Alan Long

Is there relief in sight for the Cape Codder bur-
dened with soaring homeowner’s insurance rates?
The short yet ambiguous answer is “maybe.”

A special commission appointed to review the
state homeowner’s insurance market issued its
final report to the Legislature in November.
The main recommendation will be
reviewed by the Joint Legislative
Committee on Financial Services for further
consideration. It proposes that a catastrophe
event fund - designed to reduce the reinsur-
ance costs to insurers - should be estab-
lished to pass on savings to consumers.

Industry Does Not Support Fund
Our state’s insurance industry does not sup-
port the catastrophe fund. That’s because it
would be part of the Massachusetts General
Fund and, if the state’s lawmakers felt the
need to dip into it for some other govern-
mental need, there is no guarantee there
would be sufficient reserves to serve the purpose
for which the fund was intended.

The decision whether to create such a fund rests
ultimately with the Legislature and Gov. Patrick.

It’s my view that even if the Legislature were to
take immediate action to create a catastrophe
fund, it would take several years to accumulate
sufficient reserves for the fund to have any sig-
nificant effect on the premiums of coastal
homeowners.

Pace of Increase Slows
On the sunny side of the street, we have recently
seen some slowdown in the pace of homeowner’s
insurance increases, primarily because of favorable
weather in the past few years – no major hurri-
canes or off-season storms. On the other hand, if
the weather turns destructive, rates could climb
again. We pledge to keep you up to date.

For a copy of the special commission’s report,
including dissenting opinions, go online to
www.massagent.com/info/coastalho.pdf. 

In our fall newsletter we mentioned the pending update of the state’s
building code and the effect changes might have on our clients’
insurance policies. The new code did, in fact, go into effect January
1, applying specifically to the construction of 1- and 2-family
dwellings. There are now two different codes that apply to properties
in coastal areas including Cape Cod, depending on the location of
the property and its proximity to the water. 

To keep it simple, more strin-
gent codes apply to houses
built or rebuilt within what is
known as the high wind zone,
generally within a mile of the
water, and less stringent codes
apply to houses located out-
side the zone. 

SPECIAL MEASURES

A house built within the high
wind zone, or requiring sub-
stantial repairs following a
hurricane or other catastroph-
ic event, must include special

measures to protect it against high wind damage. These include
impact-resistant windows, storm shutters, and tie-downs used in the
framing of the house. According to local building officials, new
wind-borne debris provisions in the code require that a window
must withstand the impact of a two by four hurled toward it at 110
miles per hour!

THE COST FACTOR

Building officials and local builders differ on the effect these special
measures will have on the cost of building or rebuilding a home in
the zone. Estimates range from 7-22 percent. But, conservatively, we
believe 15 percent to be realistic at this time. 

IMPACT ON YOUR POLICY

The bottom line is that the new codes will affect your homeowner’s
or dwelling fire policies, particularly for those homes lying within
the high wind zone, in two ways: 

1. The cost to build or repair a home within the high wind zone
will be conservatively 15 percent higher than previously. When
you add in the 4-6 percent appreciation in Cape building costs
in the last year, the cost to rebuild a home in the wind zone is
conservatively 20 percent higher today than it was a year ago!  

For Your Protection: To avoid a penalty in the event of an
insured loss, you should keep your properties insured to their
value. Therefore, we will be reviewing and updating the estimat-
ed insurable replacement cost on all of our clients’ policies mov-
ing forward, and we will be recommending necessary increases
in limits to reflect these changes. For houses located outside the
high wind zone, the normal appreciation factor will be used. 

New 2008 Building Code will affect
your Insurance Policy
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The Meier Family - 
A Chatham Treasure

Stand amid the rich gleam and glow of
Chatham Jewelers on Main Street, and it’s 
obvious why the store has been a magnet for
customers throughout the Chatham area for
more than half a century.

Chatham Jewelers has always been a family
affair. Walter and Pota Meier opened the busi-
ness as a husband-and-wife team in 1951. The
Meiers continue at the helm on Main Street.
Two Meier daughters and their husbands also
have joined the business, which now has a
staff of 11.

“In the early days we did many things to intro-
duce ourselves and our store,” Walter Meier
recalls. Among them was giving a baby ring to
all infant girls born in Chatham, Harwich and
Orleans. “Just the other day a woman came in
to tell me she had run across her own baby ring
- presented in 1954 - among some keepsakes. 

Three Generations

A measure of their success is the Meier Family
Foundation, established by Walter and Pota as a
way to “give back” to their community. The
people of Chatham appreciate their many con-
tributions over the years, whether financing the
town clock, funding costly hospital equipment
or building the much-needed sanitary facilities
at the park!

Eldredge and Lumpkin is proud to have served
Chatham Jewelers’ insurance needs for the past 
58 years. 

Managed Auto Competition 101
continued from front page

So if you are one of those customers, it follows that your premium
should be less expensive.  Some customers’ rates may increase due to
their inexperience behind the wheel or bad driving records.  When
comparing companies, keep in mind that coverage will no longer be
the same.  Make sure you ask us to help determine the right coverage
for you and that you understand additional coverage and discounts.

What kind of additional coverage and discounts will be available?
As competition is in play, each company will offer what it feels will
attract customers, so no two companies will offer the same coverage
and discounts.  A few samples of enhanced coverage are:

• Replacement Cost - the company will replace your car if it is
within certain limits of age or mileage;

• Replacement Cost and Loss of Use for a Rental car - will offer
you coverage when you rent a car;

Some additional discounts:

• Eldredge & Lumpkin will bring back the AAA discount;

• Good Student savings may require report card proof.

• Account Credits will be supplied if you have more than one poli-
cy with the company.  A few companies may allow a credit if you
insure your home through the Massachusetts FAIR Plan or anoth-
er non-auto insurance company.

How and when should I start looking at my auto insurance choices?
It is best to begin shopping 60 days before the effective date of your
policy.  Current state rules generally do not permit you to cancel
your policy at mid-term - without a penalty - to take advantage of a
rate reduction.  It has still not been determined whether the
Commissioner will bypass this rule during this first year of managed
competition.

There are two types of companies: direct writers are those with
which you must communicate directly.  Other companies sell poli-
cies through independent agents like Eldredge & Lumpkin.  

We are an independent agency in a unique position.  Through our
affiliation with the Renaissance Alliance, we work with 11 of the 14
companies that write auto insurance through independent agents.
Thus, we will be able to offer you the best  “one-stop shopping” in
the area. 

How do I start?
Each of our auto insurance customers will receive a supplemental
form in the mail prior to their policy renewal.  Please complete it,
and return it to us as soon as possible.  You can also get the form
online at our new web site: www.ELInsurance.com.

As soon as rating software becomes available, and the Insurance
Commissioner finalizes rulings on company filings we will be able to
quote you options and explain additional coverage and discounts. In
the meantime, give us a call at 800 945-1840 if you have questions.

Walter and Pota Meier


