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Overview of the Property & Casualty Rate Review
Process
Philosophy of the Homeowners Rate Review Process:
 The Office’s philosophy is guided by Florida’s rating law (S. 627.062,

F.S.), the Florida Administrative Code, actuarial standards and
principles.
 The Office does not “approve” or “disapprove” the method an insurer
uses to derive their proposed rates.
 The Office makes a determination during the rate review process as to
whether or not the actual proposed rates are excessive, inadequate or
unfairly discriminatory.
 The Office must accept a rate filing request if it complies with the law,
and is adequately supported by actuarial justification
2

Overview of the Property & Casualty Rate Review
Process
Evaluation Criteria Used During the Process:
The evaluation process involves a review of the company’s actuarial
justification for a proposed rate increase/decrease, including an analysis of
the company’s book of business, and the anticipated future expenses.

Some areas for analysis include:
 Past & Prospective Loss Experience
 Past & Prospective Expenses
 Investment Income
 Cost of Reinsurance
 Margin for Underwriting Profit and Contingency
 Other Factors that Influence the Frequency or Severity of Claims
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Overview of the Property & Casualty Rate Review
Process
Components of a Rate Filing:
A company submits supporting documentation deemed to be relevant to
the company’s rate request.

Information usually required for any rate filing:
 Cover Letter and Explanatory Memorandum
 Statewide Indication Form to Support Statewide Change
 Territorial Support Information to Show Proposed Rate Adjustments
 Support Documentation for Reinsurance Costs
 Support Documentation for Catastrophe Models Used (if applicable)
 Any Changes to Underwriting Rules
 Underwriting and Pricing Components for Credit Scoring (if applicable)
 Required certifications Signed by Actuaries and Company Officers
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Sample Company Rate Indication Worksheet*

*The following slides show enlarged portions of this worksheet.
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Sample Company Rate Indication Worksheet
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Sample Company Rate Indication Worksheet
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Sample Company Rate Indication Worksheet
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Sample Company Rate Indication Worksheet
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Sample Company Rate Indication Worksheet
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Proposed Average Premium Breakdown
Statewide, Palm Beach (Rem. Terr. 38), Alachua (Terr. 192)
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Contact Information:
Ken Ritzenthaler, Actuary
Property & Casualty Product Review
Phone: (850) 413-5314
Email: Ken.Ritzenthaler@floir.com
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APPENDIX

13

DEFINITIONS:
• Accident Year Data – a method of arranging loss and policy data so that all losses associated with accidents occurring during a given calendar year and
all premium earned during that same calendar year are being compared.
• Earned House Years – that portion of the total number of policies written for which coverage has already been provided as of a specified point in time.
• Written Premium – total premium associated with policies that were issued during a specified time period.
• Earned Premium – that portion of the written premium for which coverage has already been provided as of a specified point in time.
• Current Rate Level (C.R.L.) – premium data must be brought to the current rate level by adjusting historical premiums for rate changes that have
happened since the premium was collected. These adjustments are made using Current Rate Level Factors.
• Premium Trend – the average premium level can change over time due to changes in the characteristics of the policies written (e.g., the amount of
homeowners insurance purchased increases annually with inflation). Premium Trend Factors are used to adjust the earned premium to incorporate
these expected changes.
• Loss Trend – changes in the historical experience of claim size and claim frequency. Loss Trend Factors are used to project historical losses into the
future.
• Actual Incurred Losses – the total amount of paid claims and loss reserves associated with a specified time period.
• Projected Incurred losses – estimate of what the total paid claims and loss reserves would be for a specified time period.
• ALAE – Allocated Loss Adjustment Expenses are claim related expenses that are directly attributable to a specific claim (e.g., fees associated with outside
legal counsel hired to defend a claim).
• ULAE – Unallocated Loss Adjustment Expenses are claim related expenses that cannot be directly assigned to a specific claim (e.g., salaries of claim
department personnel).
• LAE – Loss Adjustment Expense is the cost of settling claims; includes allocated loss adjustment expenses (ALAE) and unallocated loss adjustment
expenses (ULAE).
• In-Force Premium – total premium for all active (in-force) policies at a specified time.
• In-Force Policy Count – total number of active (in-force) policies at a specified time.
• Loss & ALAE Development – as claims mature, payments are made and additional information is gathered about the value of the loss until a final
payment is made and the ultimate amount is known. This process can take some time, so Loss & ALAE Development Factors are used to adjust historical
losses to their ultimate level.
• Fixed Expense – an expense that does not vary with the amount of premium collected (e.g., rent, utilities, salaries).
• Variable Expense – an expense that does vary with the amount of premium collected (e.g., commission).
• Credibility—based on the size of the observed data set, credibility is a measure of how much “belief” you have in your data.
This measure is used to blend the observed data with other related data to improve the estimate.
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