Florida Senate - 1999 SB 2338
By Senator dary

7-1532-99

1 A bill to be entitled

2 An act relating to workers' conpensation

3 anending s. 627.041, F.S.; redefining the terns
4 "rating organi zation" and "subscriber";

5 anending s. 627.091, F.S.; defining the terns

6 "expenses," "multiplier," and "prospective |oss
7 costs" as used with respect to rate filings for
8 wor kers' conpensation; allowing rate filing

9 organi zations to nmake filings with the

10 Departnent of | nsurance containing prospective
11 | oss costs, but not final rates or nultipliers
12 for expenses and profit; requiring each insurer
13 to independently file with the departnent the
14 final rates it will use and its nultiplier for
15 expenses and | oss costs; providing for the

16 effective date of filings nade with the

17 departnent; authorizing rating organizations to
18 file supplenentary rate information and fina

19 rates for the residual market and ot her
20 information; anending s. 627.101, F.S.
21 prescribing procedures for prospective |oss
22 costs filings and final rate filings; anending
23 s. 627.211, F.S.; revising the standards for an
24 insurer that files for a deviation fromthe
25 filings made by a rating organization
26 providing an effective date.
27
28| Be It Enacted by the Legislature of the State of Florida:
29
30 Section 1. Subsections (3) and (6) of section 627.041
31| Florida Statutes, are anended to read
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1 627.041 Definitions.--As used in this part:

2 (3) "Rating organization" neans every person, other

3| than an authorized insurer, whether |ocated within or outside
4] this state, who has as his or her object or purpose the naking
5| of prospective |oss costs,rates, rating plans, or rating

6 | systens. Two or nore authorized insurers that act in concert
7| for the purpose of naking rates, rating plans, or rating

8 | systens, and that do not operate within the specific

9 | authorizations contained in ss. 627.311, 627.314(2), (4), and
10| 627. 351, shall be deened to be a rating organization. No

11| single insurer shall be deened to be a rating organization

12 (6) "Subscriber" neans an insurer which is furnished
13| at its request:

14 (a) Wth prospective |oss costs, rates, and rating

15| manual s by a rating organi zation of which it is not a nenber
16 | or

17 (b) Wth advisory services by an advisory organization
18 | of which it is not a nenber

19 Section 2. Section 627.091, Florida Statutes, is

20 | anended to read:

21 627.091 Rate filings; workers' conpensation and

22 | enployer's liability insurances.--

23 (1) As used in this section, the term

24 (a) "Expenses" neans that portion of a rate

25| attributable to acquisition, field supervision, collection

26 | expenses, and general expenses.

27 (b) "Multiplier" neans the profit and expenses, other
28 | than | oss adjustnent expenses associated with witing workers
29 | conpensation and enployer's liability insurance, expressed as
30| a single nonintegral nunber to be applied to the prospective
31
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| oss costs approved by the departnent in nmaking rates for each

classification of risks utilized by that insurer

(c) "Prospective |oss costs" neans that portion of a

rate reflecting historical aggregate | osses and | oss

adj ust rent expenses projected through devel opnent to their

ultinmate value and through trending to a future point in tine.

The term does not include provisions for profit or expenses,

ot her than | oss adj ustnent expenses.

(2) ) As to workers' conpensation and enployer's
liability insurances, every insurer shall file with the
departnment every manual of classifications, rules, and rates,
every rating plan, and every nodification of any of the
foregoing which it proposes to use. Every insurer is
aut hori zed to include deductible provisions in its nanual of
classifications, rules, and rates. Such deductibles shall in
all cases be in a formand manner which is consistent with the
underlyi ng purpose of chapter 440.

(3) 2y Every such filing shall state the proposed
effective date thereof, and shall indicate the character and
extent of the coverage contenplated. Wen a filing is not
acconpani ed by the informati on upon which the insurer supports
the filing and the departnment does not have sufficient
information to determ ne whether the filing neets the
applicable requirenents of this part, it shall within 15 days
after the date of filing require the insurer to furnish the
i nformati on upon which it supports the filing. The
information furnished in support of a filing may include:

(a) The experience or judgnent of the insurer or
rating organi zati on nmaking the filing;
(b) Its interpretation of any statistical data it
relies upon;
3
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(c) The experience of other insurers or rating
organi zations; or
(d) Any other factors which the insurer or rating
organi zati on deens rel evant.
(4) 3> Afiling and any supporting information shal
be open to public inspection as provided in s. 119.07(1).
(5)t4)r An insurer may satisfy its obligation to nake
stweh filings of prospective | oss costs by becom ng a nenber

of, or a subscriber to, a licensed rating organi zati on which
makes such filings and by authorizing the departnent to accept
such filings in its behalf; but nothing contained in this
chapter shall be construed as requiring any insurer to becone
a nenber or a subscriber to any rating organization.

(6)(a) A licensed rating organi zati on nay devel op and

file for approval with the departnent reference filings

containing prospective |loss costs and the underlying | oss data

and ot her supporting statistical and actuarial information. A

rati ng organi zati on may not develop or file final rates or

multipliers for expenses and profit. After a | oss cost

reference filing has been filed with the departnent and

approved, the rating organi zation shall provide its nenber

insurers with a copy of the approved reference filing.

(b) Each insurer shall independently and individually

file with the departnent the final rates it will use and the

effective date of any rate changes. An insurer nay

i ndependently file its rates, including prospective |oss

costs, as authorized by this section. An insurer that is a

nmenber or subscriber to a rating organization nmay use the

prospective | oss costs in an approved reference filing by the

rati ng organi zation or the insurer nay file for a deviation

fromthe | oss cost reference filing under s. 627.211
4
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(c) If an insurer uses the prospective | 0oss costs in

t he approved reference filing, the insurer nust independently

and individually file with the departnent its nmultiplier for

expenses and profit. The insurer's rates shall be the

conbi nati on of the prospective | oss costs and the nmultiplier

for expenses and profit. Insurers shall file data in

accordance with the uniformstatistical plan approved by the

departnent. Insurers nmay use variable or fixed expense | oads

or a conbination of these and may vary the expense | oad by

class, if the insurer files supporting data justifying such

variations. An insurer that uses the prospective | o0oss costs in

an approved reference filing may use its nultiplier and fina

rates imediately upon filing with the departnent, subject to

di sapproval by the departnent.

(d) Insurers may file with the departnent prem um

di scounts, credits, and surcharges, that bear a reasonabl e

relationship to the expected | oss and expense experience of an

i ndi vi dual policyhol der, subject to a maxi num surcharge of 40

percent above the approved rate and a nmaxi nrum di scount or

credit of 50 percent below the approved rate. An insurer that

uses the prospective |l oss costs in an approved reference

filing may use prenmiumdiscounts, credits, and surcharges

i medi ately upon filing with the departnent, subject to

di sapproval by the departnent.

(e) An insurer may request to have its nmultiplier for

expenses and profit remain on file and reference al

subsequent prospective |oss costs reference filings. Upon the

effective date of approval of subsequent reference | oss cost

filings, the insurer's rates shall be the conbination of the

prospective | oss costs and the nultiplier contained in its

filing with the departnent. The insurer's filed multiplier
5
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shall remain in effect until the insurer withdraws it and

files a revised multiplier. If the insurer elects to use the

prospective | oss costs as filed but with a different effective

date, then the insurer nust file notice with the departnent of

the effective date.

(7) A rating organization may file supplenentary

rating information that includes policy-witing rules, rating

pl ans classification codes and descriptions, and rul es that

i ncl ude factors or relativities, such as increased linmts

factors, classification relativities, or simlar factors, but

excludes mnimum preniuns. An insurer may el ect to use such

suppl enentary rating i nformati on approved by the departnent.

(8) A rating organization may file:

(a) Final rates and rating plans for the residua

mar ket ;
(b) The uniformclassification plan and rul es;

(c) The uniformexperience rating plan and rul es; and

(d) Advisory manual workers' conpensation rates to be

used for the sole purpose of conputing the assessnent

liability of self-insurers.
(9) 5 Pursuant to the provisions of s. 624.3161, the
departnment may exanine the underlying statistical data used in

such filings.

(10) £6) Whenever the conmttee of a recognized rating
organi zation with responsibility for workers' conpensation and
enployer's liability insurance rates in this state neets to
di scuss the necessity for, or a request for, Florida rate
i ncreases or decreases, the determ nation of Florida rates,
the rates to be requested, and any other matters pertaining
specifically and directly to such Florida rates, such neetings
shall be held in this state and shall be subject to s.
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1| 286.011. The conmittee of such a rating organi zation shal

2| provide at | east 3 weeks' prior notice of such neetings to the
3 | departnent and shall provide at |east 14 days' prior notice of
4| such neetings to the public by publication in the Florida

5] Adm ni strative Wekly.

6 Section 3. Section 627.101, Florida Statutes, is

7 | anended to read:

8 627.101 When filing becones effective; workers

9 | conpensation and enployer's liability insurances.--

10 (1) The departnent shall review prospective | oss cost
11| filings and final rate filings as to workers' conpensation and
12 | enployer's liability insurances as soon as reasonably possible
13 | after they have been nade in order to determ ne whether they
14 | neet the applicable requirenents of this part. |If the

15 | departnent determ nes that part of a rate filing does not neet
16 | the applicable requirenments of this part, it may reject so

17 | much of the filing as does not neet these requirenents, and

18 | approve the remainder of the filing.

19 (2) The department shall specifically approve a

20 | prospective loss cost the filing before it becones effective,
21| unl ess the departnent has concluded it to be in the public

22 | interest to hold a public hearing to determ ne whether the

23| filing neets the requirenents of this chapter and has given

24 | notice of such hearing to the insurer or rating organization
25| that made the filing, and in which case the effectiveness of
26 | the filing shall be subject to the further order of the

27 | departnment made as provided in s. 627.111. An insurer that

28 | uses the prospective loss costs in an approved reference

29 | filing may use its multiplier and final rates inmedi ately upon
30| filing with the departnent, as provided in s. 627.091, subject
31| to disapproval by the departnent.|f the departnent

.
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1| specifically disapproves either a prospective |loss cost filing
2| or afinal rate the filing, the provisions of subsection (4)

3| shall apply.

4 (3) An insurer or rating organization may, at the tine
5]it makes a prospective loss cost filing with the departnent,

6 | request a public hearing thereon. |In such event, the

7 | departnent shall give notice of the hearing.

8 (4) |If the departnent di sapproves a prospective | oss
9] cost or final rate filing, it shall pronptly give notice of

10 | such disapproval to the insurer or rating organization that

11| made the filing, stating the respects in which it finds that
12 | the filing does not neet the requirenents of this chapter. |If
13 | the departnent approves a filing, it shall give pronpt notice
14 | thereof to the insurer or rating organization that nade the
15| filing, and in which case the filing shall becone effective
16 | upon such approval or upon such subsequent date as may be

17 | satisfactory to the departnent and the insurer or rating

18 | organi zation that nade the filing.

19 Section 4. Subsection (1) of section 627.211, Florida
20| Statutes, is anended to read:

21 627.211 Deviations; workers' conpensation and

22 | enployer's liability insurances.--

23 (1) Every nenber or subscriber to a rating

24 | organi zation shall, as to workers' conpensation or enployer's
25| liability insurance, adhere to the filings nade on its behal f
26 | by such organi zation; except that any such insurer may make
27 | witten application to the departnent for pernission to file a
28 | uni form percent age decrease or increase to be applied to the
29 | premi uns produced by the rating systemso filed for a kind of
30| insurance, for a class of insurance which is found by the

31| departnent to be a proper rating unit for the application of
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such uni form percentage decrease or increase, or for a
subdi vi si on of workers' conpensation or enployer's liability
i nsurance:

(a) Conprised of a group of manual classifications
which is treated as a separate unit for ratenaking purposes;
or

(b) For which separate | oss adj ustnent expense

provisions are included in the filings of the rating
organi zati on.

Such application shall specify the basis for the nodification
and shall be acconpani ed by the data upon which the applicant
relies. A copy of the application and data shall be sent
simul taneously to the rating organization

Section 5. This act shall take effect July 1, 1999.
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SENATE SUMVARY

Allows rate filing organizations to make workers
conpensati on f|||n?s W th the Departnent of |nsurance
containing prospective loss costs, but not final rates or
mul tipliers for expenses and profit, Requires insurers to
i ndependently file the final rates it will use and its
nultlpller for expenses and | oss costs. Provides for the
effective date of filings nade with the departnent.

Aut hori zes rating organizations to file supplenentary
rate information and final rates for the residual market.
Provi des di fferent procedures for prospective |oss costs
filings and final rate filings. Revises standards for an
insuréer that files for a deviation fromthe filings nade
by a rating organization
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