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Vision of Texas State Government

Working together to create greater opportunity and prosperity for dl Texans, making our state and its
people truly competitive in the globa marketplace, and to maintain our position as a nationa leader, we
must remain focused on the following critical priorities of our citizens:

Ensuring the economic competitiveness of our state by adhering to principles of
fiscal discipline, setting clear budget priorities, living within our means, and limiting
the growth of government;

Investing in critical water, energy, and transportation infrastructure needs to meet
the demands of our rapidly growing state;

Ensuring excellence and accountability in public schools and institutions of higher
education as we invest in the future of this state and ensure Texans are prepared to
compete in the global marketplace;

Defending Texans by safeguarding our neighborhoods and protecting our
inter national border; and

Increasing transparency and efficiency at all levels of government to guard against
waste, fraud, and abuse, ensuring that Texas taxpayers keep more of their hard-
earned money to keep our economy and our families strong.

Mission of Texas State Government

Texas State Government must be limited, efficient, and completely accountable. It should foster
opportunity and economic prosperity, focus on critica priorities, and support the creation of strong family
environments for our children. The stewards of the public trust must be men and women who administer
date government in a fair, just, and responsible manner. To honor the public trust, state officials must
seek new and innovative ways to meet state government priorities in afiscally responsible manner.

AIM HIGH.. WE ARE NOT HERE TO ACHIEVE INCONSEQUENTIAL THINGS

Philosophy of Texas State Government

The task before all state public srvants is to govern in a manner worthy of this great state. We are a
great enterprise, and as an enterprise, we will promote the following core principles:

Firs and foremost, Texas matters most. This is the overarching, guiding principle by
which we will make decisons. Our state, and its future, is more important than party,
politics, or individua recognition.
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Government should be limited in size and misson, but it must be highly effective in
performing the tasks it undertakes.

Decisons affecting individud Texans, in most instances, are best made by those
individuas, their families, and the local government closest to their communities.

Competition is the greatest incentive for achievement and excellence. It inspires ingenuity
and requires individuas to set their sights high.  Just as competition inspires excellence, a
sense of personal responsibility drives individua citizens to do more for their future and
the future of those they love.

Public administration must be open and honest, pursuing the high road rather than the
expedient course. We must be accountable to taxpayers for our actions.

State government has a responsibility to safeguard taxpayer dollars by eliminating waste
and abuse, and providing efficient and honest government.

Findly, state government should be humble, recognizing that dl its power and authority is

granted to it by the people of Texas, and those who make decisions wielding the power of
the state should exercise their authority cautioudy and fairly.

Relevant Statewide Priority Goals and Benchmarks

Priority Goals:

To support effective, efficient, and accountable state government operations and to provide
citizens with greater access to government services while reducing service delivery costs.

To ensure Texans are effectively and efficiently served by high quality professonas and
businesses through clear standards, compliance, and market-based solutions.

Benchmarks:

Total state spending per capita

Percentage change in state spending, adjusted for population and inflation
Number of state employees per 10,000 population

Number of state services accessible by the Internet

Tota savings redlized in state spending by making reports/documents/processes
available on the Internet and accepting information in el ectronic format

Affordability of homes as measured by the Texas Housing Affordability Index
Average annual homeowners and automobile premiums as a percent of the national average
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Office of Public Insurance Counsel Mission

The mission of the Office of Public Insurance Counsd (OPIC) is to represent solely the interests of
insurance consumers. This means advocating fairness and stability in insurance rates and coverage;
promoting public understanding of insurance matters; working to make the overal insurance market more
responsive to consumers, and ensuring consumers receive the services they have purchased.

Office of Public Insurance Counsel Philosophy

The Office of Public Insurance Counsd is dedicated to diligently representing the interests of Texas
consumers in a cost efficient manner. Each staff member must adhere to the highest ethical standards.
This includes both thorough andysis of information, and fairness and senstivity in working with
consumers.

External / Internal Assessment

Overview of Agency Scope and Functions

The statutory authority for the Office of Public Insurance Counsel (OPIC) is found in the Texas Insurance
Code Title 5. Subtitle A. Chapter 501. Authority for the collection of funds on behaf of OPIC isfoundin
88 501.202-501.205. OPIC acts as an advocate for insurance consumers primarily before the Texas
Department of Insurance (TDI).

OPIC represents consumers as a class on matters involving rates, rules, and forms affecting various
personal lines such as property and casudlty, title, and credit insurance, and on matters involving rules and
forms for life, accident, and hedlth insurance. OPIC is authorized by statute to assess the impact of
insurance rates, rules and forms on insurance consumers and directed to act as a consumer advocate
advancing positions that are advantageous to a substantial number of consumers.

OPIC annually reviews hundreds of rate filings and has worked successfully againgt rate increases
proposed by the insurance industry. During the period from 2006-2009, OPIC intervened in 85 cases
resulting in lower rates for consumers and/or other policyholder benefits. These cases involved
homeowners insurance, persona automobile insurance and workers compensation insurance resulting in
estimated savings to consumers of $647,927,878. |In addition, OPIC participated in statewide rate cases
involving the Texas Windstorm Insurance Association (TWIA), the Texas Automobile Insurance Plan
Association TAIPA), as well as title insurance and credit insurance. OPIC's participation in these cases
resulted in rate decreases or reductions in proposed levels of rate increase estimated at $164,751,460.

In addition to these results, OPIC has successfully participated in a number of proceedings and rate
negotiations for homeowners coverages in 2010. OPIC's argument and evidence in the State Farm
Lloyds litigation resulted in $110 million in additiona refunds being awarded to policyholders. Also, OPIC,
aong with TDI, successfully negotiated rate reductions with the Farmers Insurance Group. OPIC with
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TDI aso obtained rate reductions and refunds for policyholders during 2010 for the Hartford Companies.
Findly, OPIC solely negotiated a pre-filing rate reduction with AAA Insurance as well.

The agency has also worked to prevent or limit the reduction of coverage available to insurance
consumers.  During the period from 2006-2009, OPIC participated in 177 rulemaking proceedings,
including policy form approvals, resulting in preservation and clarification of coverage or other benefits for
consumers. For fiscal year 2010, OPIC is on schedule to exceed its targets with respect to rate filing and
rule proceeding participations.

The agency issues annua consumer report cards on Health Maintenance Organizations. Mandated by the
75" Legislature, the consumer report card provides information to consumers about the various HMO
products available in the state. This report card is especidly valuable to consumers who are enrolling, or
considering a change, in their health care plan. Included in the report card is information on the services
provided by each HMO, the quality of care provided, the results of a consumer satisfaction survey, codts,
complaints, and other helpful information.  After the legidature restructured the Health and Human
Services Commission in 2003, OPIC aso began publishing the Guide to Texas HMO Quality, atechnical
report geared toward employers and datisticians previoudy published by the Texas Hedth Care
Information Collection. OPIC has produced consumer bills of rights for persona automobile, homeowners,
and credit insurance. Mandated by the 72" Legidature, the hills of rights are designed to inform
consumers of their specific rightsin various lines of personal insurance.

In September 2008, the agency partnered with the Texas Department of Insurance to produce a website
(Helplnsure.com) combining consumer information produced by the agencies as well as adding new
information as required by legidation passed by the 80" Legisature. In 2009 and 2010, OPIC produced
brochures to help educate consumers regarding windstorm and flood coverages. OPIC aso produced two
brochures to assist consumers in understanding the requirements imposed by HB 4409. The agency is
also required by statute to recommend to the Commissioner of Insurance public members to sit on the
Texas Automobile Insurance Plan Association Governing Board.

OPIC'srolein hedth, life and annuity insurance matters has also increased. For example, OPIC proposed
a rule before the Texas Department of Insurance to ban discretionary clauses in life, health and disability
policies. The find rule proposa is set to be heard by the Commissioner of Insurance in July 2010.

Organizational Aspects

OPIC has 165 full time equivalent postions conssting of the Public Counsd, attorneys, an
economist/actuary, statisticians, researchers, and support staff. The Public Counsdl is the only position in
the agency that is exempt from the state classification plan. Appointed by the Governor and confirmed by
the Senate to a two-year term, the Public Counsdl serves as executive director of the office with authority
over administrative and legal decisons, and day-to-day operations. The current Public Counsdl is Deeia
Beck, originaly appointed by Governor Rick Perry in September 2008. The agency is located in Austin
and has no regiond offices.

The agency uses professional actuaries and economists as expert witnesses for ratemaking and
rulemaking proceedings. Because of the nature of many of these insurance issues, specialized knowledge
and expertise is required as well as the experience and background necessary to be recognized as a
qualified expert within the meaning of the Rules of Evidence and recent court decisions. The agency has
determined that it is more effective to contract out of office for some of these services than to have such
experts on staff.
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OPIC fully recognizes the importance of maintaining a staff with diverse ethnic backgrounds and adheres
to an Equa Employment Opportunity (EEO) policy requiring full compliance with non-discrimination
guidelines as set out by state and federal laws and regulations. In fiscal year 2007, agency EEO related
personnel policies and procedurd systems were reviewed by the Texas Workforce Commission Civil
Rights Divison and certified as being in compliance with the Texas Commisson on Human Rights Act. At
the present time, approximately 40% of OPIC staff are minorities and 70% are women.

In addition, OPIC is committed to minority business enterprise participation in al acquisitions. However,
not all expenditures are available for competitive bidding. Many required purchases are for books and on-
line services that can only be purchased directly from a sole proprietor (such as West Publishing) thereby
eliminating competition. OPIC makes every effort to award non-proprietary purchasing contracts, such as
printing and miscellaneous computer supply orders, to price-competitive minority vendors whenever

appropriate.

Fiscal Aspects

The assessment authority for the Office of Public Insurance Counsel isin the Texas Insurance Code, Title
5. Subtitle A. Chapter 501. 88 501.201-501.205. Agency funds are specifically assessed “(t)o defray the
costs of operating the office” The annual assessments are 5.7 cents for each: property and casualty
policy in force a the end of the year; owner and mortgage policy of title insurance written during the year
for which the full basic premium is charged; and individua policy and certificate issued under a group
hedlth, accident or life policy issued during the year for which the initid premiumis paid in full.

Since FY 2006 the agency has received additiona funding in the amount of $48,000 per fiscal year through
an interagency contract with the Texas Department of Insurance (TDI).

The collection of the agency’s assessment is handled by the Comptroller of Public Accounts. Since the
agency’s inception, its assessment has exceeded the funds appropriated to the agency, and those excess
funds have remained in general revenue. Below is a chart comparing the total assessment funds collected
on behalf of the agency with the total funds appropriated to the agency for the past few fiscal years:

Fiscal Statutory Assessment ADRICISELI (T TDI Interagency
General Revenue
Year Collected Contract
(Total, All)

2006 1,955,480 988,096 48,000
2007 2,166,450 1,010,464 48,000
2008 2,000,748 1,011,276 48,000
2009 2,120,213 1,020,306 48,000
2010 2,200,000(estimate) 1,020,088(estimate) 48,000
2011 2,200,000 (estimate) 1,020,088(estimate) 48,000

Since 1991, when OPIC’s respongbilities were greatly expanded, the agency has made a significant shift
in budget priorities resulting in better services. OPIC has instituted numerous cost-cutting measures
resulting in significant budget reductions. Savings reverted to the state or were applied directly to fund
OPIC goals and strategies. In 2003, the Legidature significantly changed the regulation of insurance
rates, rating clasdfication plans, and policy forms by bringing al licensed automobile and residentia
property insurers under rate regulation by TDI. Although it eliminated benchmark rate hearings for these
lines of insurance, the legidation significantly increased the agency’s workload by raising the number of
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rate and policy form filings reviewed by the agency. The agency revised its budgetary prioritiesin order to
absorb the increased workload as well as continue to meet requested spending reductions.

Service Population Demographics

The agency’s customer base is insurance consumers who vary by line of insurance and needs, such as
drivers buying persona automobile insurance, smal employers, and individuas shopping for life or hedth
coverage. Insurance consumers throughout the state often have different needs. Homeownersin North
Texas may focus on coverage for roofs and related deductibles due to the prevalence of local hailstorms.
Coastal residents are concerned with their homeowners rates in the Texas Windstorm Insurance
Association due to the possibility of tropical storms, and rural residents may be concerned with access to
hedlth insurance as they shop for a managed care plan with services in their sparsely populated area.
Residents across the state are concerned about large numbers of uninsured drivers and access to
affordable health insurance. In some cases the concerns are uniform throughout the state such as loss of
coverage or how insurance companies use credit scoring. Whether or not their interests or concerns vary,
OPIC's customers inhabit all areas and counties of Texas and include those individuals who are seeking
insurance as well as those who are current purchasers of insurance products.

Several common issues concern al insurance consumers. availability, affordability, and coverage. Most
availability questions tend to also be related to affordability issues because in the insurance market, many
products can be purchased at a price. However, because of economic difficulties, geographic location, job
status, credit history, and other factors, many find themselves priced out of the market or choose not to
participate. As of December 31, 2009, there were 11,866,205 personal automobile policies in the state’
while approximately 21% of Texas motor vehicles remained uninsured.? In addition, an estimated 25% of
Texans or approximately 6,000,000 were without health insurance in 2008.3 With the passage of federal
health reform legdation, this number will change over time. Both current policyholders and uninsured
Texans may be shopping for insurance at any point in time.

A growing customer base will require OPIC to continualy re-examine the primary interests of Texas
consumers. Texas continues to grow faster than most other states, and there is no indication that this
trend will dow down. Information from the Texas State Data Center indicates that within the next five
years, the total number of Texans will increase by approximately 11%. The number of residents 18 and
under is expected to increase by 7%, while the number 65 and older will increase by approximately 21%.
These changes will bring severa challenges to the state's insurance system. For example, as our
population ages, there will be an increasing need to examine such insurance options as Medicare
supplement and long-term care insurance to ensure that these products are adequate for consumers and
provide the coverage they need. Close attention may aso need to be paid to various insurance products
targeting senior citizens as they are especialy vulnerable to fraud and abuse. As the workforce in Texas
increases, it will be important to monitor the costs and structure of the workers compensation insurance
system.

The affordability and availability of insurance will continue to be an important issue to Texans. The ability
of Texas residents to insure their businesses, property, and health are of vital importance to the economic
hedlth of communities, including inner city neighborhoods and rurd areas, as well as the state as awhole.

' TDI Consumer Protection
2TDI TexasSure Vehicle Insurance Verification, Unmatched Vehicle Registrations as of 02/22/2010
% U.S. Census Bureau, Current Population Survey, 2009 Annual Social and Economic Supplement
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Technological Developments

The agency’s use of technology has improved the quality and efficiency of its services. Technological
developments have had a positive impact on agency operations. Although the expenditure of funds is
required periodically to maintain and upgrade computer systems, overdl the agency has been able to do
more with less expense.

The agency has continued to increase its interaction with Texans through its internet web site and
electronic mail service. The agency web ste alows the public an opportunity to comment on the
information and services provided by the agency and ask questions related to insurance. The legd,
insurance, and legidative research OPIC performs has been much more accessible through the Internet.
Agency information and al publications are distributed through the web site.

The agency files al of its reports through electronic means unless otherwise instructed. Most of the
required reporting for human resources, accounting, and information resources is performed over the
internet.  And most of the information shared with or provided by the Legidative Budget Board, the
Comptroller of Public Accounts, and various other state entities with which the agency interacts is
electronicaly based.

Economic Variables

The insurance industry is affected by complex economic variables. Insurance rates are largely a function
of the losses which must be paid on claims, as well as expenses and the income earned on investments.
OPIC analyzes relevant variables when preparing its recommendations for rate and rule proceedings.

Federal and State Legal Issues

Unlike many consumer products, insurance is primarily regulated by the states. In 1944, the United States
Supreme Court ruled that the insurance industry should be subject to federa jurisdiction because the
industry takes part in interstate commerce. In response to that ruling, in 1945 Congress passed the
McCarran-Ferguson Act that exempts insurance from federal antitrust laws with some exceptions. With
the passage of the McCarran-Ferguson Act, regulation of insurance was placed in the hands of the states.
However, in spite of McCarran-Ferguson, federal actions have and will continue to affect the insurance
industry and require state action. With the passage of federa hedlth care reform, the role of the federal
government in hedth insurance will increase. How much this increased role will impact OPIC is yet
undetermined. However, it is anticipated that OPIC may be called upon to assist by taking on duties such
as an ombudsman program or a greater educational role.

At the state leve, the most significant factor affecting the future role of OPIC is possible legidation that
impacts rate regulation for residentia property and automobile insurance. Also a the state level, there are
severa legidative interim and oversight committees considering insurance-related issues such as federa
hedth reform implementation; the implementation of the Healthy Texas program; expediting rate case
appeals; and studying title insurance requirements and costs in Texas as compared to other states. It is
expected that OPIC will be called on to provide information or assistance on these and other issues.
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Self Evaluation and Opportunities for Improvement

OPIC constantly strives to be a more effective and efficient organization. In recent years, the agency has
made great strides to increase its value and usefulness to Texas insurance consumers. As the agency
charged with advocating for positions advantageous to Texas insurance consumers, OPIC performs a
number of functions. However, al of these functions are designed to work together, to be mutudly
beneficia and supportive. These activities vary, but al are designed to bring information to decision
makers in order to achieve financial a public policy benefits for consumers. As a supportive activity, the
agency’s information-gathering efforts have provided information for rule proposads and legidative
solutions that have produced savings or benefits to consumers.

The agency is charged with advocating positions most advantageous for insurance consumers, and as such
must be able to provide the Commissioner of Insurance and the State Office of Administrative Hearings
complete input from the consumer’s position. The agency must hear and understand from Texas
consumers what their needs are and must be able to provide technical and knowledgeable evidence
regarding those needs to the regulatory decision maker.

While we a OPIC are proud of our efforts on behalf of consumers, we know that there is aways room
for improvement. We have refocused our efforts to reach as many consumers as possible and will
continue to do so. For example, we have obtained a toll free number for consumer access. For Texas
insurance consumers, knowledge is power. OPIC works to get consumers the resources they need to
make educated insurance purchase decisions.

The agency’ s goals and strategies have been developed in response to statutory duties and are in line with
the Governor’s statewide planning elements. The agency acts as a consumer advocate in order to ensure
fair rates and coverage. The agency’s advocacy efforts are to ensure that these insurance rates are
affordable to Texans and that insurance companies are serving their policyholders. As a result, it
promotes the health and self-sufficiency of Texans, encourages economic growth, and supports new
business creation.
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Agency Goals, Objectives, Strategies, and Performance Measures

GOAL:

OBJECTIVE:

STRATEGY:

GOAL:

To advocate positions advantageous to Texas consumers effectively in
rate, rulemaking, judicial and legislative proceedings, and other public
forums involving insurance matters. (TEX.INS. CODEANN. Chapter 501)

In each year, participate in dl rate hearings, rate filings, and rulemaking proceedings,
as well as any judicia proceedings, including appeds subsequent to administrative
proceedings and amicus briefs, having a significant impact on Texas insurance
consumers to ensure that insurance rates in Texas are fair and that rules are adequate
to protect Texas insurance consumers, and act as a resource in legidative
proceedings addressing issues affecting Texas insurance consumers through 2015.

Outcome Measures.

Percentage of Rate Hearings in Which OPIC Participated
Percentage of Rate and Rule Proceedings in Which OPIC Participated
Percentage of Rates and Rules Changed as a Result of OPIC Participation

Participate in rate hearings, rate filings, and rulemaking proceedings, as well as any
judicia proceedings including appeals subsequent to administrative proceedings and
amicus briefs, on behalf of Texas insurance consumers by using expert witnesses,
providing staff and consumer testimony, and relying on staff research and staff
attorneys; and provide information and research to the legidature and executive
branch.

Output Measures

Number of Rate Hearings in Which OPIC Participated

Number of Rate Filings in Which OPIC Participated

Number of Rulemaking Proceedings in Which OPIC Participated
Number of Proposed Rules Analyzed

Number of Rate Filings Analyzed

Efficiency Measure:

Average Cost Per Rate Hearing in Which OPIC Participated

To increase effective consumer choice by educating Texas insurance
consumers about their rights and responsibilities and about the
operation of Texas insurance markets, and to obtain market information
which results in rate, rule, or legislative proposals benefiting Texas
insurance consumers. (TEX.INS. CODEANN. Chapter 501)
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OBJECTIVE: To contact Texas insurance consumers by efficient means about insurance coverage
and the insurance marketplace by reaching approximately 30% of those consumers each year and to
participate in public forums to obtain information in order to formulate positions advantageous to insurance
consumers through 2015.

Outcome Measures.

Percentage of Texas Insurance Consumers Reached by OPIC Outreach Efforts
Percentage of Bills of Rights Submitted for Adoption within Established Timelines

STRATEGY: To contact Texas consumers to obtain market information and to provide consumers
with information needed in order to make informed choices by conducting issue
research, producing informational materials, making public presentations, and
formulating and revising consumer hills of rights.

Output Measures:

Number of Bills of Rights or Revisions Proposed
Number of Report Cards and Publications Produced and Distributed
Number of Public Presentations and Communications

Efficiency Measure;

Average Cost Per Consumer Reached through Agency Publications

GOAL.: To establish and implement policies governing purchasing that foster
meaningful and substantive inclusion of historically underutilized

businesses (HUBs). (TEX. GOV'T CODEANN. § 2161.123)

OBJECTIVE: To increase the use of HUBs in the total value of contracts and subcontracts
awarded annually by the agency.

Outcome Measure:

Percentage of Total Dollar Value of Purchasing Contracts and Subcontracts
Awarded to HUBSs.

STRATEGY: Develop and implement a plan for increasing the use of historically underutilized
businesses through purchasing contracts and subcontracts.

Output Measures:

Number of Bid Proposals from HUB Contractors and Subcontractors
Number of HUB Contracts and Subcontracts Awarded
Doallar Vaue of HUB Contracts and Subcontracts Awarded
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Technological Resources Planning

Part 1: Technology Assessment Summary

OPIC will continue to obtain technology and communication services and hardware through DIR. OPIC
will continue to participate in DIR sponsored programs that allow State Agencies to reduce costs by
sharing resources. OPIC will explore ways to utilize new technologies and advanced communications
systems to communicate with the public and interact with other sectors of State government.

Statewide Technology Goal 1
Strengthen and Expand the Use of Enterprise Services and Infrastructure

1.1 Enhance Capabilities of the Shared Infrastructure
» Data Center Infrastructure
» Communications Technology Infrastructure
» Statewide Portal Infrastructure

1.2 Leverage Shared Applications
* Enterprise Resource Planning (ERP)
» Email Messaging

1.3 Leverage the State' s Purchasing Power
* Product and Services Portfolio Expansion

1.a OPIC will continue to obtan network communications services through TEX-AN.
Additionally, OPIC has recently contracted with DIR Network Security Operations Center
(NSOC). NSOC will monitor OPIC's firewalls and aert agency staff to any malicious traffic
directed at the agency servers.

1.b OPIC will evaluate the enterprise email messaging solution offered through ICT Cooperative
Contracts.

Statewide Technology Goal 2
Secure and Safeguard Technology Assets and Information

2.1 Align the State’s Approach to Enterprise Security with other State and National Strategies
» State Enterprise Security Plan
* Vulnerability to Cyber Attacks
* Response and Recovery Capabilities

2.2 Integrate Idertity Management, Credentiaing, and Access Privileges
* |dentity Management Services

2.a OPIC has recently contracted with DIR Network Security Operations Center (NSOC).
NSOC will monitor OPIC's firewalls and dert agency staff to any malicious traffic
directed at the agency servers.
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2.b OPIC indtituted dtricter password policies for office computers. Staff must change their
passwords every 30 days and the password must contain at least one letter, one number,
and one special character and be at least 9 characterslong. The same password may not
be used twice in a 12 month period. OPIC will aso evauate the enterprise emall
messaging solution offered through ICT Cooperative Contracts to determine if it will
provide a common gpproach to identity management for state agencies.

Statewide Technology Goal 3
Serve Citizens Anytime, Anywhere

3.1 Expand and Enhance Access to Agency Services
» Multi-Channel Access
* Rural Broadband Expansion

3.2 Facilitate Open and Transparent Government
* Best Practices for Information Assets

3.a OPIC is expanding its web presence to educate Texas consumers on insurance issues.
The agency is adopting new policies to ensure that information on the agency web site is
updated frequently and articles timely address issues occurring in the Texas insurance
markets.

3.b OPIC is considering ways to increase public awareness of Helpinsure.com.
Helpinsure.com is a joint project of the OPIC and the Texas Department of Insurance
that alows consumers to compare prices of various insurance companies. OPIC is
exploring options to better inform consumers about the existence and benefits of this web
site.

Statewide Technology Goal 4

Pursue Excellence and Foster Innovation across the Enterprise

4.1 Link Technology Solutions to Workplace Innovations
» Workplace Productivity and Collaboration

4.2 Pursue Leading-Edge Strategies for Application Deployment
* Cloud Computing
* Specifications, Toolkits, and the Application Marketplace
* Legacy Systems Modernization

4.3 Optimize Information Asset Management
» Best Practices for Managing Digital Information

4.4 Promote the Use and Sharing of Information
* Hedlth Information Exchange
* Statewide Communications Interoperability
* Justice Information System Integration
* Enterprise Geospatial Services

4.a N/A

Office of Public Insurance Counsel (359) Strategic Plan, June 2010
-13 -



4.b OPIC will evaluate the benefits and legal and policy considerations of cloud computing.

4.c Develop abest practices guide for digitization and preservation prgects.

4.d N/A.

Part 2. Technological Initiative Alignment

Technology Initiative Related Related Status Anticipated Innovation, Best
Objective SSP Benefit(s) Practice,
Strategy Benchmarking
Purchase new computers | All Objectives 13 Planned | Operational
efficiencies
Export datafor the Objective 2: 32 Current | Improve Best Practice:
homeowners and Provide consumers' ability | Review and upgrade
automobileinterfacesto | consumers with to shop for information provided
reside on an external information to homeowners and to the public
server make informed automobile
choices insurance by
upgrading policy
comparisons on the
agency’ sweb site
Improve security of All Objectives 11,12, Current | Heightened
externa facing 21 security
technology components
(firewalls)
Update and maintain Objective 2: 31 Current | Greater consumer Best Practice: Joint
www.helpinsure.com Provide awareness of effort with TDI to
consumers with differences provide public with
information to between insurance | current information
make informed products regarding insurance
choices rates
Update and maintain Objective 2: 31 Current | Greater consumer Best Practice: Utilize
WWW.opic.state.tx.us Provide awareness of web presence to
consumers with differences reach greater number
information to between insurance | of consumers and
make informed products educate public on
choices key insurance issues
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Appendices




APPENDIX A

Agency Planning Process

During each fiscal year, OPIC staff periodically meets with consumers and consumer groups, the Texas
Department of Insurance staff, and with Legidators and their staff to discuss agency programs and
sarvices. In addition, the agency surveys consumers by mail and through its web site to obtain feedback
on services provided. Throughout the process, positive and negative attributes of the agency are noted,
discussed, and evaduated. OPIC key personnel meet periodically to discuss performance, performance
measures, and agency strategy. At critical stages during the development of the strategic plan, copies are
circulated to key OPIC staff for comments and discussion. Mestings are then held to finalize the plan.
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APPENDIX B

Organizational Chart
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APPENDIX C

Projected Outcomes

Office of Public Insurance Counsel
Projected Outcomes for Fiscal Years 2011-2015

Outcome 2011 2012 2013 2014 2015
Percentage of Rate Hearingsin Which OPIC Participated 100% 100% 100% 100% 100%
Percentage of Rate and Rule Proceedingsin Which OPIC

Participated ™% 7% 7% 7% T5%

Percentage of Rates and Rules Changed as a Result of

OPIC Participation 0% 9N0% 9% 9% 9%

Percentage of Texas Insurance Consumers Reached by

OPIC Outreach Efforts 0% 30% 32% 32% 3%

Percentage of Bills of Rights Submitted for Adoption within

Established Timdlines 100% 100% 100% 100% 100%
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APPENDIX D

Performance Measures Definitions

(Included only in copies submitted to the Legislative Budget Board and the
Governor’s Office of Budget, Policy and Planning)

Office of Public Insurance Counsel (359) Strategic Plan, June 2010
-18 -



APPENDIX E

Agency Workforce Plan

Anticipated Changes to the Agency’s Role

In 2003, the legidature passed Senate Bill 14 which reformed the regulation of insurance rates in Texas.
Many companies became regulated that were previoudy exempt. This increased the role of the agency in
rate filing review as the volume of filings rose significantly. Although previoudy required annud
benchmark rate hearings were eliminated by SB 14, there were a number of highly intensive hearings
involving large individual companies, some of which are still ongoing. In addition, OPIC continues to have a
rolein anumber of industry-wide rate hearings that were not eliminated.

In 2008, OPIC underwent a review by the Sunset Advisory Commission. The staff report recommended
several changes to the agency’s future operations and recommended that its core functions be
consolidated with the Texas Department of Insurance. The Sunset Advisory commission rejected the
Sunset staff recommendation and elected to continue OPIC as an independent agency. The agency
underwent a limited review in 2010 in which the Sunset Advisory Commission staff concurred with the
prior Commission decision to continue OPIC for 12 years. The 2008 and 2010 Sunset Commission staff
report recommended no changes to present staffing levels. As a result, the nature of the workforce is
unlikely to change; however, the role of staff may need to be adapted to address any changes to the
agency’ s mission that are ultimately determined by the 2011 legidature.

Current Workforce Profile (Supply Analysis)
Critical Workforce Skills

The agency currently has a strong, well qualified staff capable of performing the following functions that
are critical to daily operations:

Insurance rate making analysis

Legal and insurance policy analyss

Legal and insurance related research

Adminigtration (budgeting, accounting, purchasing, payroll, human resources).

Workforce Demographics

The following charts profile the agency’s workforce as of June 30, 2010. The agency is authorized 16.5
positions consisting of attorneys, economidts, datisticians, researchers, and support staff. Currently, this
workforce is comprised of approximately thirty percent males and seventy percent females with 50%
being under age 40 and 50% being between age 40 and 59. The agency strives towards maintaining a
diverse workplace and has had no significant change in the race/ethnic breakdown of its workforce in the
past several years. At present, 40% of the agency’s employees are minorities. Tenure remains high with
60% of the agency workforce having over tenyears of state service.
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Gender Age
Male 50-59 Undezr 30 @ Under 30
30% 20% 10%
0 30-39
OMale
B Female 30-39 014049
Female 40-49 0% 05059
70% 30% ’ 60+
Race / Ethnicity Tenure
2-4 yrs.
Hispanic 20%
@ Under 2 yrs
30% O Hispanic ) g
[ 2-4 yrs.
Non- s Other 10+ @ m 2-4yrs
Minority Other O Non-Minority 60% 5-9yrs. OS9yrs.
60% 10% 20% 010+

Employee Turnover

Historically, the agency experiences one or two employee resignations per year. However, turnover
statistics are not particularly reliable for an agency this size. The difference between one or two persons
leaving in ayear doubles the turnover percentage rate from 6% to 12%. The turnover rate to date for FY
2010 is 0%. Anincrease in that percentage between now and the end of the fiscal year is not anticipated.
There was only one employee resignation in FY 2008 and fivein FY 2009 making the turnover rate 6%
and 30%, respectively. Future attrition is likely to remain in the range of zero to two persons leaving the

agency per year.

Retirement Eligibility

At this time, the agency does not consider retiremert eigibility to be a significant issue. The agency will

have two additional employees digible to retire within the next 5 years.
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Future Workforce Profile (Demand Analysis)

Anticipating changes to the state insurance regulatory environment requires that we continually reevauate
the skill sets of our workforce.

Critical Functions
Improved capability for quantitative statistical insurance research and rate analysis
Enhanced targeted research project functions

Expected Workforce Changes
Improve use of technology to increase research productivity
Increase level of cross-training to maximize productivity of existing staff resources
Continue seeking employees with strong quantitative skill set

Anticipated I ncrease/Decreasein FTES

-No change to the agency’s FTE count is anticipated

Future Workforce Skills Needed

Statistical software * Teambuilding skills
Strategic planning * Database design
Insurance experience * Mathematical background
Research sKills * Legd andlyss

Actuaria ills * Project management skills

Effective verba and written communication skills

Gap Analysis

The agency presently has sufficient personnel with the appropriate skills to make the transition to a more
technica quantitative environment. However, there is the potentia for a gap if there is ever significant
turnover in key positions. Should this occur, the agency must be in a strong position to allow succession
from within and recruit new employees with the appropriate skills needed to perform functions considered
to be critical by the agency.

Historically, the agency has been able to recruit individuals with an insurance and policy background and
those with strong quantitative analysis credentias. The difficulty is in finding individuals with both skill
sets. This increases the importance of cross training to develop the potentia of existing employees by
enhancing their skills and abilities. The agency must also continue to improve existing efforts to recruit
new employees with necessary skills as the need arises.
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Strategy Development

Gap Existing employees may not be adequately prepared for succession if
there is turnover among key employees.

Goal Further develop practices and procedures to maintain employee
development and training for future succession and skill enhancement.

Rationale Small agencies are vulnerable to potential lack of succession when
thereisturnover at key positions. Expanding agency responsibilities
contributes to a tendency toward task and subject matter specialization.
The nature and complexity of insurance issues exacerbates this
stuation. It isimportant for the agency to create an environment
where key employees mentor, train and work with potential successors
to ensure tasks can continue to be performed in the event of departure
or extended absence (maternity leave, illness, etc.).

Action Steps | - Develop project management strategies to ensure pairing of
experienced employees with newer employees of lesser
experience.

Survey employees to determine which skills they feel require more
development.

Examine dternatives for employee training that maximizes
resources. Examples of avenues for research include internal
training, internet training, cross-agency training, externd training.

Develop internal cross-training procedures to alow for greater
breadth of responsbility and knowledge.

Continue to include personnel turnover as an areafor review in the
internal audit risk assessment.
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APPENDIX F

Implementing “Advancing Texas Technology”

Managed Service Delivery

The Office of Public Insurance Counsel is a smal agency with a relatively smple Windows based
Ethernet LAN which includes a network server and seventeen workstations. Network nanagement
services are contracted out to a Department of Information Resources (DIR) approved Seat Management
Program vendor. The agency uses the Capitol Complex Telecommunications System and TEX-AN for
local and long distance phone services. Internet service is accessed by all workstations through a T1 line
provided by DIR. All related equipment purchases are made through DIR contracted vendors.

Managed IT Supply Chain

The agency investigated the possibility of participating in the Information and Communications Technology
Cooperative Contracts Program but found what it currently pays the Seat Management vendor for
providing network management services is considerably less than the cost of those same services through
the program.

Security and Privacy

The agency’s Seat Management vendor is responsible for analyzing security risks, identifying possible
cyber security violations, and patch management. Individua workstations are automatically backed up
nightly to the network server. In addition, a full back-up of the agency’s network server is performed
nightly and a copy is stored in a secure location off Site.

The agency’s LAN is not an open server and no remote access by agency staff or other entities is
alowed. The network is protected using a SonicWALL Firewall and Symantec Antivirus software. The
agency’s Seat Management vendor has the ability to monitor the network server remotely and aerts
agency staff if any system abnormalities are detected. Additiondly, DIR monitors the agency’s firewall
for malicious behavior directed toward the agency.

OPIC does not provide direct services to the citizens of Texas and does not collect, store, use, or
disseminate personal and private information on any of its customers.

Technology Policy, Best Practices, and Partnerships

The agency collaborates with the Texas Department of State Health Services Center for Health Statistics
and the Texas Department of Insurance to collect data and produce two reports annualy: Comparing
Texas HMOs: Health Plan Quality from the Consumer’s Point of View and Guide to Texas HMO
Quality. The reports, or a link to the reports, are released on each agency’s web site. No technical
needs are required, other than uploading the reports and linking web sites.
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The agency provides a homeowners and automobile insurance policy comparison interface on its web site
This information improves consumers ability to make informed decisions when shopping for insurance.

The agency partners with the Texas Department of Insurance to produce a web site combining consumer
information produced by both agencies as well as adding new information as required by legisation passed
by the 80" Legisature.

The agency’ s mission does not require data sharing with other entities.

Core Missions

The agency uses a straight single line level operating system, office suite, and other off the shelf software
gpplications to achieve its core missons. Given the smplicity of the system there are no plans to
consolidate hardware or software platforms. The agency fully leverages its technology to support both
current and future business environments.

Periodically, the agency consults with its Seat Management vendor regarding their recommendations for
changes and/or upgrades to the agency’s network to provide optimal performance. The specific needs of
individual staff members necessary to perform their duties related to achieving agency goals are taken into
consideration. If new equipment is required, the agency aways considers the energy efficiency of the
equipment during the purchasing process. During the last biennium, the agency replaced its network
server and back-up system with more reliable energy efficient equipment.
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