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HOUSE AMENDMENT
hbd- 32 Bill No. HB 3665

Amendnment No. _ (for drafter's use only)

CHAMBER ACTI ON
Senat e House

ORI G NAL STAMP BELOW

Representative(s) Lipprman offered the follow ng

Amendment (with title amendment)

On page 1, line 21

i nsert:

Section 1. Section 627.0628, Florida Statutes, is
amended to read:

627. 0628 Fl orida Conmi ssion on Hurricane Loss
Proj ecti on Met hodol ogy. - -

(1) LEG SLATI VE FI NDI NGS AND | NTENT. - -

(a) Reliable projections of hurricane | osses are
necessary in order to assure that rates for residential
property insurance neet the statutory requirenent that rates
be neither excessive nor inadequate. The ability to
accurately project hurricane | osses has been enhanced greatly
in recent years through the use of conputer nodeling. It is
the public policy of this state to encourage the use of the
nost sophisticated actuarial nethods to assure that consuners
are charged |l awful rates for residential property insurance
cover age.
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(b) The Legislature recognizes the need for expert
advice to the departnent concerning the eval uati on of conputer

nodel s and ot her recently devel oped or inproved actuari al
net hodol ogi es for projecting hurricane |osses, in order to
enhance the departnent's ability to resolve conflicts anbng

actuarial professionalsyand in order to provide both
i medi ate and continuing inprovenent in the sophistication of
actuarial nethods used to set rates charged to consuners.

(c) It is the intent of the Legislature to create the
Fl ori da Commi ssion on Hurricane Loss Projection Mthodol ogy as
a panel of advisory experts to nmake recommendations to the

depart nent concerning the conponents necessary to construct

provide the nost aetuvariatty sophisticated conputer nodels and

actuari al net hodol ogi es possi bl e gui-deHnes—and—standards for
projection of potential hurricane | osses pessibte, given the

current state of actuarial science. It is the further intent
of the Legislature that such conponents may standards—and

gui-deHnes—ust be used by the State Board of Adninistration
i n devel opi ng rei nbursenent prenmiumrates for the Florida

Hurri cane Catastrophe Fund, and nmay be used by an insurer
rAasturers in a rate filing f++nAgs under s. 627.062, subject to
the foll ow ng:

1. If the filingis a "file and use" filing and the

departnent has issued a notice of intent to disapprove the

filing, the insurer nust denonstrate by clear and convincing

evi dence that the results produced by the conputer nodel or

actuarial nethodol ogy are accurate, reliable, and applied by

the insurer in a reasonabl e manner

2. |If the filing is a "use and file" filing and the

departnent finds prelininarily that the rate night be

excessi ve, inadequate, or unfairly discrininatory, the
2
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insurer, with respect to the proceedings initiated by the

departnent to disapprove the rate, if the insurer contests the

finding, nust denonstrate by clear and convi nci ng evi dence

that the results produced by the conputer nodel or actuari al

net hodol ogy are accurate, reliable, and applied by the insurer

in a reasonabl e manner . uatess—the—way—+n—whi-ch—stuch—standards

(d) It is the intent of the Legislature that such
nodel s and net hodol ogi es standards—and—gui-detnes be enpl oyed

as soon as possi bl erand that they be subject to continuing

review thereafter.

(2) COW SSI ON CREATED. - -

(a) There is created the Florida Comi ssion on
Hurri cane Loss Projection Methodol ogy, which is assigned to
the State Board of Adninistration. The comm ssion shall be
adm ni stratively housed within the State Board of
Adm ni stration, but it shall independently exercise the
advi sory responsibilities pewers and duties specified in this

secti on.

(b) The commission shall consist of the follow ng 11
nmenber s:

1. The insurance consuner advocate.

2. The Chief Qperating Oficer of the Florida
Hurri cane Catastrophe Fund.

3. The Executive Director of the Residential Property
and Casualty Joint Underwriting Association

4. The Director of the Division of Energency
Managenent of the Departnent of Community Affairs.

5. The actuary nenber of the Florida Hurricane
Cat astrophe Fund Advi sory Council .

3

iginal & 9 copies 04/ 16/ 98
04: 29 pm 03665- 0100- 092729




© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O U0~ WNIERPLOO®~NO®UuDWNER O

HOUSE AMENDVMENT
hbd- 32 Bill No. HB 3665
Anmendnent No. (for drafter's use only)

6. Six nmenbers appointed by the | nsurance
Conmmi ssi oner, as foll ows:

a. An enployee of the Departnent of Insurance who is
an actuary responsible for property insurance rate filings.

b. An actuary who is enployed full tinme by a property
and casualty insurer which was responsible for at least 1
percent of the aggregate statewide direct witten prem umfor
honeowner's insurance in the cal endar year preceding the
nenber's appointnent to the comn ssion

C. An expert in insurance finance who is a full tine
nmenber of the faculty of the State University System and who
has a background in actuarial science.

d. An expert in statistics who is a full tinme nenber
of the faculty of the State University System and who has a
background i n insurance.

e. An expert in conmputer systemdesign who is a ful
time nenber of the faculty of the State University System

f. An expert in neteorology who is a full tinme nmenber
of the faculty of the State University System and who
speci alizes in hurricanes.

(c) Menbers designated under subparagraphs (b)1.-5.
shal | serve on the commission as long as they maintain the
respective offices designated in subparagraphs (b)1.-5.
Menbers appoi nted by the I nsurance Conmi ssioner under
subpar agraph (b)6. shall serve on the comrssion until the end
of the termof office of the Insurance Conm ssioner who
appoi nted them unless earlier renoved by the | nsurance
Conmi ssi oner for cause. Vacancies on the conmi ssion shall be
filled in the sane manner as the origi nal appointnent.

(d) The State Board of Admi nistration shall annually
appoi nt one of the nmenbers of the conmm ssion to serve as
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chair.

(e) Menbers of the conmi ssion shall serve without
conpensation, but shall be reinbursed for per diemand travel
expenses pursuant to s. 112.061

(f) The State Board of Administration shall, as a cost
of adm nistration of the Florida Hurricane Catastrophe Fund,
provide for travel, expenses, and staff support for the
conmi ssi on.

(g) There shall be no liability on the part of, and no
cause of action of any nature shall arise against, any nenber
of the conmi ssion, any nenber of the State Board of
Adm ni stration, or any enpl oyee of the State Board of
Adm ni stration for any action taken in the perfornmance of
their duties under this section. In addition, the conm ssion
may, in witing, waive any potential cause of action for
negl i gence of a consultant, contractor, or contract enployee
engaged to assist the conmi ssion

(3) ADPOPTH-ON-AND EFFECT OF STANDARDS AND GUI DELI NES. - -

(a) In developing its recommendations to the

departnent, the comni ssion shall consider any actuari al

net hods, principles, standards, nodels, or output ranges that
have the potential for inproving the accuracy of or
reliability of the hurricane | oss projections used in
residential property insurance rate filings. The conmi ssion
shall, fromtinme to tine, provide infornation to the

depart nment concerni ng adept—Hndinrgs—as—to the accuracy or

reliability of particular nmethods, principles, standards,

nodel s, or output ranges. It is not the role of the conmi ssion

to validate the use of any particul ar nethod, principle,

standard, nodel, or output range.

(b) In establishing reinbursenent premuns for the
5
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Florida Hurricane Catastrophe Fund, the State Board of
Admini stration may fust, to the extent feasible, enploy
actuarial nethods, principles, standards, nodels, or output
ranges provi ded feund by the conmm ssi on to—be—aceurate—ofr
retH-abt-e.

(c) Wth respect to arate filing under s. 627.062, an
i nsurer nay enpl oy actuarial nethods, principles, standards,
nodel s, or output ranges provided foeund by the comm ssion te
be—accturate—or—retiablte to deternine hurricane |loss factors
for use in arate filing under s. 627.062, which findings and
factors are admissible and relevant in consideration of a rate
filing by the departnent or in any arbttraton——or
adm nistrative or judicial review, subject to a deternination

by the departnent, based on clear and convi nci ng evi dence,

that the nethods, principles, standards, nodels, or output

ranges used by the insurer are, with respect to the specific

filing, including any characteristics of the area or risks

applicable to the filing, accurate and reliable and that they

are applied in a reasonabl e manner. The burden of proof shal

lie with the insurer.

(d) The commission shall provide infornmation to the

departnent concerning the accuracy and reliability of

particul ar adept—ni-tiat actuarial nethods, principles,
st andards, nodels, or output ranges, including information

regardi ng any conputer nodels or output ranges derived from
conputer nodel s,no later than Decenber 31, 1998 1995. The
commi ssion shall furnish adept revisions to such i nformation

provided to the departnent aetuariat—rmethods—prineciptes:
standards,—rodets—or—output—ranges at | east annually
thereafter. As—soon—as—possitbte—but—rnotater—than—Juby—31-
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Section 2. Subsections (11) and (12) are added to
section 627.0629, Florida Statutes, to read:

627.0629 Residential property insurance; rate
filings.--

(11) The Departnent of |nsurance shall contract with

one or nore institutions of higher learning which are a part

of the State University Systemfor the devel opnent of a node

or inproved actuarial nethodol ogies to be used by insurers as

the standard in assessing hurricane risk and to project

hurricane | osses, to be used in the devel opnent of rates for

residential property insurance located in this state. In

devel opi ng the nodel or nethodol ogi es, the Departnent of

| nsurance may, w thout a bidding process, negotiate and enter

into a contract or contracts with one or nore institutions of

hi gher learning located in this state and, as necessary or

appropriate, with individual professionals or consultants

working in relation with such institutions, if any. The node

or nethodol ogi es shall include itens or factors that should be

considered in light of local or regional conditions that may

affect the accuracy and reliability of the nodel when used in

specific rate filings. Any nodel or nethodol ogi es so devel oped

may be used by insurers in rate filings, and shall be used by

the Florida Hurricane Catastrophe Fund established under s.

215.555 in deternining its reinbursenent prem uns, but shal

be subject to further review by the departnent on a

case-by-case basis. The nodel or nethodol ogi es shall be

nonproprietary and available for use in this state by insurers

in developing rates with respect to assessing hurricane risk
7
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and hurricane | osses.

(12) Wen considering the rei nbursenent capacity of

the Florida Hurricane Catastrophe Fund, a rate filing for

residential property insurance shall include the effect of

prem uns to be received by the fund during the policy period

for which the rates are to be in effect.

Section 3. There is appropriated for Fiscal Year

1998-1999 the sumof $2 mllion fromthe | nsurance

Conmi ssioner's Regulatory Trust Fund to the Departnent of

I nsurance for the purpose of funding the contract or contracts

aut hori zed under section 2.

=—=============== T | T L E A MENDMENT ===============
And the title is anended as foll ows:
On page 1, line 2,

insert after the sem col on
anending s. 627.0628, F.S.; providing that the
recomendati ons of the Florida Comni ssion on
Hurri cane Loss Met hodol ogy are advisory to the
Departnent of |nsurance; clarifying the nature
of such recomrendations; establishing the
burden of proof and | evel of evidence necessary
regardi ng the use of nodels and net hodol ogi es
in certain rate filings; providing duties of
the departnent; requiring subm ssion of the
conmi ssion's recomendati ons by a specified
date; anending s. 627.0629, F.S.; authorizing
the departnent to devel op and adopt certain
actuarial nethodol ogi es for certain purposes;
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aut hori zing the departnent to enter into

contracts for such devel opnent; providing

Criteria; requiring that certain rate filings

include the effect of premuns to be received

by the Florida Hurricane Catastrophe Fund;

provi di ng an appropriation

9
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