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By Representatives Sobel, Wissman, Ritter, Gannon
Eo{lomay, Ri ch, G eenstein, anrlquez, Pri eguez, W]l son and
et er man

1 Abill to be entitled

2 An act relating to the Florida Conmi ssion on

3 Hurri cane Loss Projection Mthodol ogy; anendi ng

4 S. 627.0628, F.S.; limting authority of

5 insurers to use findings of the commission in a

6 rate filing under s. 627.062, F.S.; providing

7 that such findings are not adm ssible and

8 rel evant in consideration by the Departnent of

9 I nsurance of a rate filing unless the

10 departnent has access to all factors and

11 assunptions used in devel oping the standards or

12 nodel s found by the comrission to be reliable

13 or accurate; repealing s. 627.062(6), F.S.

14 which provides for arbitration of property and

15 casualty insurance rate filings; providing an

16 ef fective date.

17

18 | Be It Enacted by the Legislature of the State of Florida:
19

20 Section 1. Section 627.0628, Florida Statutes, is
21 | anended to read

22 627. 0628 Fl orida Conmi ssion on Hurricane Loss

23 | Proj ection Methodol ogy. --

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

25 (a) Reliable projections of hurricane | osses are

26 | necessary in order to assure that rates for residential

27 | property insurance neet the statutory requirenent that rates
28 | be neither excessive nor inadequate. The ability to

29 | accurately project hurricane | osses has been enhanced greatly
30| in recent years through the use of conputer nodeling. It is
31| the public policy of this state to encourage the use of the
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1| nost sophisticated actuarial nethods to assure that consuners
2| are charged lawful rates for residential property insurance

3 | coverage.

4 (b) The Legislature recognizes the need for expert

5| evaluation of conputer nodels and other recently devel oped or
6 | i nproved actuarial nethodol ogies for projecting hurricane

7| losses, in order to resolve conflicts anong actuari al

8 | professionals, and in order to provide both i medi ate and

9| continuing inmprovenent in the sophistication of actuari al

10 | net hods used to set rates charged to consuners.

11 (c) It is the intent of the Legislature to create the
12 | Florida Conmi ssion on Hurricane Loss Projection Mthodol ogy as
13 | a panel of experts to provide the nost actuarially

14 | sophisticated guidelines and standards for projection of

15| hurricane | osses possible, given the current state of

16 | actuarial science. It is the further intent of the

17 | Legi slature that such standards and gui deli nes nmust be used by
18 | the State Board of Adnministration in devel oping reinbursenent
19 | premiumrates for the Florida Hurricane Catastrophe Fund, and,
20 | subject to the provisions of paragraph (3)(c), may be used by
21 | insurers inrate filings under s. 627.062 unless the way in
22 | whi ch such standards and gui delines were applied by the

23 | insurer was erroneous, as shown by a preponderance of the

24 | evi dence.

25 (d) It is the intent of the Legislature that such

26 | standards and gui delines be enpl oyed as soon as possible, and
27 | that they be subject to continuing review thereafter

28 (2) COW SSI ON CREATED. - -

29 (a) There is created the Florida Comi ssion on

30 | Hurricane Loss Projection Mthodol ogy, which is assigned to
31| the State Board of Adninistration. The comm ssion shall be
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adm ni stratively housed within the State Board of
Adm ni stration, but it shall independently exercise the powers
and duties specified in this section.

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

1. The insurance consuner advocate.

2. The Chief QOperating 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 .

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
nmenber's appointnent to the comn ssion

C. An expert in insurance finance who is a full tine
menber 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 conputer systemdesign who is a ful
time nenber of the faculty of the State University System
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1 f. An expert in neteorology who is a full tinme nmenber
2] of the faculty of the State University System and who

3| specializes in hurricanes.

4 (c) Menbers designated under subparagraphs (b)1.-5.

5] shall serve on the conmission as |long as they maintain the

6 | respective offices designated in subparagraphs (b)1.-5.

7 | Menbers appoi nted by the I nsurance Comm ssioner under

8 | subparagraph (b)6. shall serve on the conmission until the end
9| of the termof office of the Insurance Conm ssioner who

10 | appointed them unless earlier renoved by the |Insurance

11 | Commi ssioner for cause. Vacancies on the conmi ssion shall be
12 | filled in the sane manner as the original appointnent.

13 (d) The State Board of Admi nistration shall annually
14 | appoi nt one of the nmenbers of the commission to serve as

15| chair.

16 (e) Menbers of the conmi ssion shall serve without

17 | conpensation, but shall be reinbursed for per diemand travel
18 | expenses pursuant to s. 112.061

19 (f) The State Board of Administration shall, as a cost
20| of administration of the Florida Hurricane Catastrophe Fund,
21 | provide for travel, expenses, and staff support for the

22 | conmmi ssi on.

23 (g) There shall be no liability on the part of, and no
24 | cause of action of any nature shall arise against, any nenber
25| of the comni ssion, any nenber of the State Board of

26 | Admi ni stration, or any enployee of the State Board of

27 | Administration for any action taken in the performance of

28 | their duties under this section. In addition, the conm ssion
29 | may, in witing, waive any potential cause of action for

30 | negligence of a consultant, contractor, or contract enployee
31| engaged to assist the conmi ssion
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1 (3) ADOPTI ON AND EFFECT OF STANDARDS AND GUI DELI NES. - -
2 (a) The commission shall consider any actuari al
3 | methods, principles, standards, nodels, or output ranges that
4 | have the potential for inproving the accuracy of or
5|reliability of the hurricane |oss projections used in
6| residential property insurance rate filings. The comr ssion
7] shall, fromtinme to tine, adopt findings as to the accuracy or
8| reliability of particular nethods, principles, standards,
9 | nodel s, or output ranges.
10 (b) In establishing reinbursenent premiuns for the
11| Florida Hurricane Catastrophe Fund, the State Board of
12 | Adninistration nust, to the extent feasible, enploy actuari al
13 | net hods, principles, standards, nodels, or output ranges found
14 | by the conmmi ssion to be accurate or reliable.
15 (c) Wth respect to arate filing under s. 627.062, an
16 | insurer may enpl oy actuarial nethods, principles, standards,
17 | nodel s, or output ranges found by the conmi ssion to be
18 | accurate or reliable to determ ne hurricane |oss factors for
19| use in a rate filing under s. 627.062, which findings and
20| factors are admi ssible and relevant in consideration of a rate
21| filing by the departnent or in any arbitration or
22 | administrative or judicial review However, such findings and
23 | factors are not adnissible and relevant in consideration of a
24 | rate filing unless the departnent has access to all factors
25| and assunptions that were used in devel opi ng the actuari al
26 | nethods, principles, standards, nodels, or output ranges found
27 | by the comri ssion to be accurate or reliable and the
28 | departnent is not precluded fromdisclosing such i nfornmati on
291 in a rate proceedi ng.
30
31
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1 (d) The commission shall adopt revisions to previously

2 | adopted actuarial nethods, principles, standards, nodels, or

3 | output ranges at |east annually.

4 Section 2. Subsection (6) of section 627.062, Florida

5| Statutes, is repealed

6 Section 3. This act shall take effect Cctober 1, 2001

7
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9 SENATE SUMMARY

10 Limts the authority of insurers to use findings and
%gldellnes of the Florida Conmm ssion on Hurricane Loss

11 thpdolo?K inarate filing under s. 627.0682, F.S.
Provi des that such findings are not adm ssible and

12 rel evant in consideration by the Departnent of |nsurance
of arate filing unless the departnent has access to al

13 factors and assunptions used in devel opi ng the standards
or nodels found by the comm ssion to be reliable or

14 accurate. Repeals’s. 627.062(6), F.S., which provides
authority for arbitration of property and casualty

15 insurance rate filings.
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