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A. GENERAL INFORMATION
1. Date 2. Department

3. Organizational Placement (Division/Branch/Office Name)

4. CEA Position Title
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Per California Code of Regulations, title 2, section 548.5, the following information will be posted to CalHR's 
Career Executive Assignment Action Proposals website for 30 calendar days when departments propose 
new CEA concepts or major revisions to existing CEA concepts. Presence of the department-submitted 
CEA Action Proposal information on CalHR's website does not indicate CalHR support for the proposal.

5. Summary of proposed position description and how it relates to the program's mission or purpose.
(2-3 sentences)

6. Reports to: (Class Title/Level)

 7. Relationship with Department Director (Select one)

Member of department's Executive Management Team, and has frequent contact with director on a 
wide range of department-wide issues.

Not a member of department's Executive Management Team but has frequent contact with the 
Executive Management Team on policy issues.

(Explain):

 8. Organizational Level (Select one)

1st 2nd 3rd 4th 5th (mega departments only - 17,001+ allocated positions)

March 6, 2018 California Department of Insurance

Rate Regulation Branch/Rate Actuary Office

Chief Actuary, CEA B

The California Department of Insurance (CDI) is requesting the establishment of a new CEA to serve as
the Rate Regulation Branch (RRB), Rate Actuary Office (RAO) Chief Actuary. This position will report
directly to the Deputy Commissioner of the RRB, manage the RAO staff, address an inadequate
management structure, salary compaction issues, and lead critical business functions associated with the
additional workload with the review of complex predictive models.

Deputy Commissioner, CEA C

✔

✔
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9. What are the duties and responsibilities of the CEA position?  Be specific and provide examples.
Reporting to the Deputy Commissioner of the Rate Regulation Branch (RRB), the CEA develops and provides
actuarial policy advice to the Deputy Commissioner and other executive level staff as needed on administrative
and program policies related to insurance rating matters. Manages and oversees the operations and activities of
the RRB, Rate Actuary Office.

Directs and manages the RRB Rate Actuary Office staff. Reviews and monitors Rate Actuary workload, ensuring
actuarial staff analysis and recommendations are consistent with applicable regulations, statutes, and actuarial
principles. Assists actuarial staff in resolving filing discrepancies and/or obtaining additional information through
discussion and correspondence with insurers. Participates, as needed, in meetings with insurers and consumer
groups to explain actuarial selections made as part of the rate filing review process.

Develops and implements RRB actuarial policies. Reviews and coordinates actuarial policy implementation with
the RRB Deputy Commissioner. Monitors existing actuarial policies, recommending and implementing updates
and revisions as necessary.

Develops and implements training plans and objectives for the Rate Actuary Office staff. Develops, tests,
interprets, and applies regulations for the implementation of Proposition 103 that requires the application of
actuarial principles. Provides guidance on the more complex rate-making issues by interpreting actuarial
methodologies and acting as a technical advisor to the RRB and the Deputy Commissioner.

Participates in the public hearing and rule-making process for proposed or amended regulations. Provides expert
testimony regarding actuarial principals and methodologies in rate hearings. Reviews and analyzes legislative
bills which require relevant technical expertise. Stays apprised of current actuarial principles.
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B. SUMMARY OF REQUEST (continued)

10. How critical is the program's mission or purpose to the department's mission as a whole? Include a 
description of the degree to which the program is critical to the department's mission.

Program is directly related to department's primary mission and is critical to achieving the 
department's goals.

Program is indirectly related to department's primary mission.

Program plays a supporting role in achieving department's mission (i.e., budget, personnel, other 
admin functions).

Description:

✔

The Rate Regulation Branch (RRB) was created as a result of Prop 103 and is tasked with the
prior approval of insurance company rates for Property & Casualty lines of insurance. Analysts
review rate filings to ensure rates are not excessive, inadequate, or unfairly discriminatory.
The Rate Actuary Office (RAO) within RRB analyzes the more complex rate filing reviews and
the rate filing reviews of the top California auto and homeowner insurers. With insurers
increasingly using complex modeling techniques for the purpose of underwriting and rating,
and submitting those models in rate filings to RRB for review, the analysis of rate filings has
become increasingly more complex and time consuming.
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B. SUMMARY OF REQUEST (continued)
11. Describe what has changed that makes this request necessary. Explain how the change justifies the 
current request. Be specific and provide examples.
The Rate Regulation Branch (RRB) is tasked with reviewing and approving all property and casualty insurance rate
filings that are submitted, as required by statute for prior approval, before those rates can be charged by insurers
(California Insurance Code (CIC) Section1861.01(c). The purpose of the review and analysis process is to ensure
that rates charged to consumers in California are fair, meaning they are not excessive, inadequate, unfairly
discriminatory or otherwise in violation of the Insurance Code. Prior approval of rates was a provision of Proposition
103, which was enacted by the voters in 1988.

Insurers are making increasingly greater use of predictive modeling in the development of their rating plans for
homeowners, residential property, and commercial insurance coverages. Since they are used as part of the rating
plan, it is RRB's responsibility to review those models. Predictive models are the end product of a process which
involves analyzing many variables to identify those which are most predictive of an insured loss. The variables are
measured against actual insurer loss experience to assign a value to each variable's predictive ability. That value can
then become a factor in the insurer's rating plan or become an underwriting consideration. One reason for the
increase in the use of models was a significant change to California's prior approval regulations. California Code of
Regulations Section 2644.4, was amended in 2008, to allow insurers to model their losses for earthquake coverage
and for fire following earthquake losses. Fire following earthquake is an exposure that is a component of the rate
development for every insurer that writes homeowners, fire, and allied lines coverage (coverage for all other perils
such as wind, hail, theft, vandalism, etc.) on a personal or commercial basis. Therefore, this change alone
introduced hundreds of new modeled loss filings into the prior approval process.

Additionally, the use of "tiering" rating structures created by predictive models continues to increase. Tiered rates,
where certain risk characteristics are "scored" by the model to determine whether a policy holder is placed at a
discounted or surcharged rate level, can have significant impact on the policyholders' premium, in some cases
resulting in policyholders at the surcharge end of the rating plan paying up to ten times more than the policyholders
on the discounted end of the rating plan. Tiered rates are not a new concept; however, the introduction of predictive
modeling as a relatively new development has allowed insurers to segregate their business based on many more
factors before the use of the data mining that takes place during the predictive modeling process.

The review of models itself is a complex process. The Actuary must validate the steps taken by the developer to
ensure that the data used was credible, that anomalies in the data were addressed, that none of the factors utilized
are proxies for illegal considerations such as race or income, that all determinations are documented and supported,
and that the resulting model is actuarially sound. In order to keep up with the increasing use of predictive modeling in
the insurance industry, CDI has had to engage with outside consultants. In FY 2013-14, the Governor and the
Legislature augmented CDI's budget by $700,000 in order to hire external consultants to assist the Department with
reviews of predictive models. The return on this initial investment proved to be extremely beneficial in that the
contracted actuarial firms included the services of more than a dozen Actuaries in the analysis of the models that
were referred to them. However, over the past couple of years the insurance industry has continued to develop
diverse new modeling techniques that have grown in complexity. The intent is to continue to train and develop CDI
staff so they can complete the work internally.

Currently, the RRB Deputy Commissioner oversees 14 direct reports of which six are Supervising Insurance Rate
Analysts (Bureau Chiefs) and seven are Casualty Actuaries. The total of 14 direct reports is significantly higher than
the recommended number of four to five direct reports, as suggested by the California Department of Human
Resources allocation guidelines, and has become too much for one manager to effectively and efficiently manage.

Restructuring the RRB management levels and adding a management level between the Deputy Commissioner and
the Bureau Chiefs and Actuaries will provide the actuarial policy role at the level of leadership necessary to ensure
appropriate actuarial policies are developed and implemented.
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C. ROLE IN POLICY INFLUENCE
12. Provide 3-5 specific examples of policy areas over which the CEA position will be the principle policy 
maker.  Each example should cite a policy that would have an identifiable impact. Include a description of 
the statewide impact of the assigned program.
The CEA position will develop policy to be used by the Rate Regulation Branch (RRB), Rate Actuary Office
(RAO) actuarial staff with respect to the prior approval regulatory review of complex rating and
underwriting models used by insurers in support of their rate filings which includes rates for personal auto
and homeowners insurance. The CEA will implement, update, and refine standing policy on an ongoing
basis as the use of predictive models by insurers continues to evolve in complexity and application. The
CEA will ensure that applicable policy conforms to the California Insurance Code (CIC) and California
Code of Regulations (CCR) and that while managing and working with the RAO actuarial staff, there is
consistency of application and adherence to policy in compliance with California’s regulatory structure.
This is a critical issue as predictive model usage by insurers significantly impacts the availability and
affordability of insurance to California consumers.

The CEA position will review the current California regulatory framework used to oversee insurer’s use of
consumer and non-insurance data, and if appropriate, recommend modifications to or develop new policy
that addresses laws/regulations regarding marketing, rating, underwriting, regulatory reporting
requirements, and consumer disclosure requirements. This is a critical issue as insurers continue to
increase their usage of predictive models for rating and underwriting and continue their push for reliance
on consumer data to run these models. These policies will address the need for balance between
consumer protection and industry innovation to help protect California insurance consumers.

The CEA position will assess any data needs and required tools for the RAO actuarial staff to appropriately
regulate the California marketplace and evaluate underwriting, rating, and marketplace policies and
practices. This ongoing policy assessment will include gaining a better understanding of available data
and tools and recommend additional data and tools as appropriate. Such data and tools are an important
part of reviewing the rate filings submitted by insurers, and the approval of those rate filings dictate the
rates and premiums that insurers are applying and charging to California consumers.

The CEA position will be responsible for developing, implementing, and refining the training program policy
applicable to the RAO actuarial staff. Responsibility will include ensuring that the RAO actuarial staff meet
their annual individual Continuing Education requirements in order to maintain the actuarial designations
necessary for those classifications. Appropriate training plan policy development and implementation is
critical so that the RAO actuarial staff reviews rate filings in a consistent manner such that no rates are
approved that are excessive, inadequate, or unfairly discriminatory.

The CEA position will be responsible for the fiscal year budget oversight of the Rate Actuary Office. He/
she must allocate expenditures within stated budget parameters and ensure available resources are used
in a compliant manner. Policy application and decisions in this area will have annual fiscal impact across
RRB, RAO, and the Department overall.



CALIFORNIA DEPARTMENT OF HUMAN RESOURCESSTATE OF CALIFORNIA 
CEA ACTION PROPOSAL 
Page 6 of 6

C. ROLE IN POLICY INFLUENCE (continued)
13. What is the CEA position's scope and nature of decision-making authority?

14. Will the CEA position be developing and implementing new policy, or interpreting and implementing 
existing policy? How?

In reporting to the Deputy Commissioner of the Rate Regulation Branch, the CEA position will develop and
provide actuarial policy and consultation to the Deputy Commissioner and other executive level staff as
needed on administrative and program policies related to insurance rating matters in compliance with the
Proposition 103, prior approval statutes of the CIC (§1861 et seq.), and the CCR (§2632 et seq.). The
CEA will manage, direct, and oversee the operations, training, budget, and activities of the RAO actuarial
staff, as they plan and direct the work of that staff.

Yes. As the field of actuarial science continues to evolve and the insurance industry continues to develop
diverse new rating and underwriting modeling techniques that are growing in complexity and
sophistication, the CEA position will need to monitor, adjust as needed, and implement changes to existing
policy. Additionally, the CEA will be tasked with developing and implementing new policy that keeps pace
with the ever changing predictive modeling dynamics and addresses any other “of the moment” issues
such as the current wildfire insurance availability and affordability issue. The CEA will need to continually
monitor industry and actuarial trends and advances, and provide guidance to the RAO actuarial staff and
executive level staff in adjusting current policy, and developing and implementing new policy.


