AGENCY NAME: SC Department of Insurance
AGENCY CODE: R20 m 78

Fiscal Year 2016-17
Agency Budget Plan

FORM A — SUMMARY

My agency is submitting the following recurring decision packages (Form B):
1) 6483 Form ID Gov's Request; 6484 House Version); and 6485 Senate
Version) This represents our Agency’s Allocation of State Funds for FY 2015-
16 Health Insurance Increase ($14,637).
2) 6492 Form ID Gov's Request; 6493 House Version); and 6494 Senate
Version) Application Analysts Il salary ($70,000).

RECURRING FUNDS 3) 6498 Form ID Gov's Request; 6499 House Version); and 6500 Senate
(Form B Version) Application Analysts Il fringe benefits ($26,600).
DECISION PACKAGES) 4) 6511 Form ID Gov's Request; 6512 House Version); and 6513 Senate

Version) IT Security Infrastructure/New System Cost ($150,000).
5) 6756 Form ID Gov's Request; 6757 House Version); and 6758 Senate
Version) Reduction in Safe Home (Loss Mitigation) Authority ($1,250,000).
For FY 2016-17, my agency is {mark “X"):
X | Requesting a net increase in recurring General Fund appropriations.
Not requesting a net increase in recurring General Fund Appropriations.

My agency is submitting the following one-time decision packages (Form C):
1) 6561 Form ID Gov’s Request; 6562 House Version); and 6563 Senate Version) IT
Security Infrastructure/New System Cost ($90,000).

N CaPTALS: 2) 6564 Form ID Gov's Request; 6565 House Version); and 6566 Senate Version)
LRSS LIRT Tax & Wind Study ($60,000).
FUNDS
(Form C

DEcisION PACKAGES) For FY 2016-17, my agency is (mark “X"):
X | Requesting capital and/or non-recurring funds.
Not requesting capital and/or non-recurring funds.

For FY 2016-17, my agency is {mark “X”):

Requesting a new proviso and/or substantive changes to existing provisos.
Only requesting technical proviso changes (such as date references).

X | Not requesting any proviso changes.

PRrOVISOS




AGENCY NAME: SC Department of Insurance
AGENCY CODE: R20 m 78

Please identify your agency’s preferred contacts for this year’s budget process.

Name Phone Email
PRIMARY CONTACT: | Ben Duncan (803) 737-6343 | bduncan@doi.sc.gov
SECONDARY CONTACT: | Tom Watson (803) 737-6141 | twatson@doi.sc.gov

I have reviewed and approved the enclosed FY 2016-17 Agency Budget Plan, which is complete and accurate to
the extent of my knowledge.

Agency Director Board or Commission Chair
Conn L
SIGN/DATE: / Vd 7/ 67373015 N/A
7/
TYPE/PRINT NAME: Raymond G. Farmer N/A

This form must be signed by the department head — not a delegate.
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AGENCY NAME: SC Department of Insurance
AGENCY CODE: R20 78

FORM B — PROGRAM REVISION REQUEST

DECISION PACKAGE | 6483 Form ID (Gov’s Request)

Provide the decision package number issued by the PBF system (“Governor’s Request”).

FY16 Health Insurance Allocation
TITLE
Provide a brief, descriptive title for this request.
AMOUNT | $14,637

What is the net change in requested appropriations for FY 2015-16? This amount should
correspond to the decision package’s total in PBF across all funding sources.

This represents our Agency’s Allocation of State Funds for FY 2015-16 for the Health
Insurance Increase.

ENABLING AUTHORITY

What state or federal statutory, reqgulatory, and/or administrative authority established
this program? |Is this decision package prompted by the establishment of or a revision to
that authority?

Mark “X” for all that apply:

X | (Base Adjustment) Allocation of statewide employee benefits.

(Base Adjustment) Realignment within existing programs and lines.

(Base Adjustment) Restructuring of agency programs — requires pre-approval.
Change in cost of providing current services to existing program audience.
Change in case load / enrollment under existing program guidelines.
Non-mandated change in eligibility / enrollment for existing program.
Non-mandated program change in service levels or areas.

Proposed establishment of a new program or initiative.

Loss of federal or other external financial support for existing program.
Exhaustion of fund balances previously used to support program.

FACTORS ASSOCIATED
WITH THE REQUEST

Employee benefits from employer.

RECIPIENTS OF FUNDS

What individuals or entities would receive these funds (contractors, vendors, grantees,
individual beneficiaries, etc.)? How would these funds be allocated — using an existing
formula, through a competitive process, based upon predetermined eligibility criteria?

B-1



AGENCY NAME:
AGENcY CODE:

RELATED REQUEST(S)

MATCHING FUNDS

FUNDING
ALTERNATIVES

SUMMARY

SC Department of Insurance

R20 78

No.

Is this decision package associated with other decision packages requested by your
agency or other agencies this year? Is it associated with a specific capital or non-
recurring request?

N/A

Would these funds be matched by federal, institutional, philanthropic, or other
resources? If so, identify the source, amount, and terms of the match requirement.

N/A

What other possible funding sources were considered? Could this request be met in
whole or in part with the use of other resources, including fund balances? If so, please
comment on the sustainability of such an approach.

Information
Technology
/Security

Y/N
No

Consulted
DTO during
development

Y/N
N/A

This represents our agency’s allocation of State Funds for FY 2015-16 for the Health
Insurance Increase.

Provide a summary of the rationale for the decision package. Why has it been
requested? How specifically would the requested funds be used? If the request is
related to information security or information technology, explain its relationship to the
agency’s security or technology plan.

B-2




SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

METHOD OF
CALCULATION

State’s allocation received was applied to employer fringe benefits based on expected
increase in health cost associated with State Funded employees.

How was the amount of the request calculated? What factors could cause deviations
between the request and the amount that could ultimately be required in order to
perform the underlying work?

FUTURE IMPACT

No.

Will the state incur any maintenance-of-effort or other obligations by adopting this
decision package? What impact will there be on future capital and/or operating
budgets if this request is or is not honored? Has a source of any such funds been
identified and/or obtained by your agency?

PRIORITIZATION

Important. Funds are needed to support the expected increase in health care cost of
employees built into the FY16 Appropriations Act.

If no or insufficient new funds are available in order to meet this need, how would the
agency prefer to proceed? By using fund balances, generating new revenue, cutting
other programs, or deferring action on this request in FY 2015-16?
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AGENCY NAME: SC Department of Insurance
AGENCY CODE: R20 78

N/A

INTENDED IMPACT

What impact is this decision package intended to have on service delivery and program
outcomes, and over what period of time?

N/A

PROGRAM
EVALUATION

How would the use of these funds be evaluated? What specific outcome or performance
measures would be used to assess the effectiveness of this program?
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

FORM B — PROGRAM REVISION REQUEST

DECISION PACKAGE |

6492 Form ID (Gov’s Request)

Provide the decision package number issued by the PBF system (“Governor’s Request”).

TITLE

Applications Analyst 1l (AJO7) — Pay Band 06

Provide a brief, descriptive title for this request.

AMOUNT |

$70,000

What is the net change in requested appropriations for FY 2015-16? This amount should
correspond to the decision package’s total in PBF across all funding sources.

ENABLING AUTHORITY

N/A

What state or federal statutory, requlatory, and/or administrative authority established
this program? |Is this decision package prompted by the establishment of or a revision to
that authority?

Mark “X” for all that apply:

(Base Adjustment) Allocation of statewide employee benefits.

(Base Adjustment) Realignment within existing programs and lines.

(Base Adjustment) Restructuring of agency programs — requires pre-approval.

Change in cost of providing current services to existing program audience.

FACTORS ASSOCIATED

Change in case load / enrollment under existing program guidelines.

WITH THE REQUEST

Non-mandated change in eligibility / enrollment for existing program.

X | Non-mandated program change in service levels or areas.

Proposed establishment of a new program or initiative.

Loss of federal or other external financial support for existing program.

Exhaustion of fund balances previously used to support program.

RECIPIENTS OF FUNDS

State personnel dollars added to our base appropriation in Administration.

What individuals or entities would receive these funds (contractors, vendors, grantees,
individual beneficiaries, etc.)? How would these funds be allocated — using an existing
formula, through a competitive process, based upon predetermined eligibility criteria?




AGENCY NAME:
AGENcY CODE:

RELATED REQUEST(S)

MATCHING FUNDS

FUNDING

ALTERNATIVES

SUMMARY

SC Department of Insurance

R20 78

Yes. See fringes associated with this request on Decision Package # 6498 — Gov’s Budget
Request.

Is this decision package associated with other decision packages requested by your
agency or other agencies this year? Is it associated with a specific capital or non-
recurring request?

N/A

Would these funds be matched by federal, institutional, philanthropic, or other
resources? If so, identify the source, amount, and terms of the match requirement.

Not Available at this time. See Summary comments.

What other possible funding sources were considered? Could this request be met in
whole or in part with the use of other resources, including fund balances? If so, please
comment on the sustainability of such an approach.

Information
Technology
/Security

Y/N
No

Consulted
DTO during
development

Y/N
N/A

The Department of Insurance has focused much of its efforts in recent years on
initiatives relating to IT, data security, and technology/ equipment upgrades. In the
past, we have been able to utilize cash reserves to fund these initiatives; as a result, our
cash balances have been significantly reduced and our revenues from Other Funds are
not sufficient to sustain our efforts. Due to limited in-house resources, we have had to
rely upon contracted IT employees to support many of these efforts. We anticipate the
resource needs relative to these initiatives to continue to increase as we become more
heavily dependent on technology to meet the needs of our customers in an efficient
and effective manner. As such, we believe that we need to increase our in-house
personnel in the IT program area in order to meet this demand. We currently have an
existing FTE that we plan to utilize to fill this position, but are seeking additional state
appropriations to fund the salary and fringe benefits. If we are able to successfully fill
this position, we believe that, over time, we can reduce the level of our expenditures
associated with IT contractors as we gradually transfer some of their projects and
duties to this FTE. Overall, our long-term goal is to realize cost savings by reducing our
dependence on contractors while still being able to effectively meet our internal IT
needs.

Provide a summary of the rationale for the decision package. Why has it been
requested? How specifically would the requested funds be used? If the request is
related to information security or information technology, explain its relationship to the
agency’s security or technology plan.
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

METHOD OF
CALCULATION

State’s position classification and pay band range.

How was the amount of the request calculated? What factors could cause deviations
between the request and the amount that could ultimately be required in order to
perform the underlying work?

FUTURE IMPACT

No.

Will the state incur any maintenance-of-effort or other obligations by adopting this
decision package? What impact will there be on future capital and/or operating
budgets if this request is or is not honored? Has a source of any such funds been
identified and/or obtained by your agency?

PRIORITIZATION

This funding request would provide needed funds to implement the changes we believe
will allow us to continue to enhance our IT, data security, and technology systems while,
long-term, reducing our dependence on IT contractors and costs expended on contract
work.

If no or insufficient new funds are available in order to meet this need, how would the
agency prefer to proceed? By using fund balances, generating new revenue, cutting
other programs, or deferring action on this request in FY 2015-16?
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

INTENDED IMPACT

Employees provide much more stability than outside contractors, who could and often
do change assignments from time to time. The continuity of having trained and
experienced staff provides many more benefits than outside contractors.

What impact is this decision package intended to have on service delivery and program
outcomes, and over what period of time?

PROGRAM
EVALUATION

We would monitor the anticipated reduction of contracted IT needs, over time, and look
to realize savings through lower expenditures on contractors in future years.

How would the use of these funds be evaluated? What specific outcome or performance
measures would be used to assess the effectiveness of this program?
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

FORM B — PROGRAM REVISION REQUEST

DECISION PACKAGE |

6498 Form ID (Gov’s Request)

Provide the decision package number issued by the PBF system (“Governor’s Request”).

TITLE

Applications Analyst 1l (AJ07) — Pay Band 06 (Employer Fringe Benefits)

Provide a brief, descriptive title for this request.

AMOUNT |

$26,600

What is the net change in requested appropriations for FY 2015-16? This amount should
correspond to the decision package’s total in PBF across all funding sources.

ENABLING AUTHORITY

N/A

What state or federal statutory, requlatory, and/or administrative authority established
this program? |Is this decision package prompted by the establishment of or a revision to
that authority?

Mark “X” for all that apply:

(Base Adjustment) Allocation of statewide employee benefits.

(Base Adjustment) Realignment within existing programs and lines.

(Base Adjustment) Restructuring of agency programs — requires pre-approval.

Change in cost of providing current services to existing program audience.

FACTORS ASSOCIATED

Change in case load / enrollment under existing program guidelines.

WITH THE REQUEST

Non-mandated change in eligibility / enrollment for existing program.

X | Non-mandated program change in service levels or areas.

Proposed establishment of a new program or initiative.

Loss of federal or other external financial support for existing program.

Exhaustion of fund balances previously used to support program.

RECIPIENTS OF FUNDS

State employer fringe benefit dollars added to our base appropriation in Administration
to support the salary request for the Applications Analyst Il position. See Decision
Package # 6492 — Gov’s Budget Request.

What individuals or entities would receive these funds (contractors, vendors, grantees,
individual beneficiaries, etc.)? How would these funds be allocated — using an existing
formula, through a competitive process, based upon predetermined eligibility criteria?




AGENCY NAME:
AGENcY CODE:

RELATED REQUEST(S)

MATCHING FUNDS

FUNDING

ALTERNATIVES

SUMMARY

SC Department of Insurance

R20 78

Yes. See salary associated with this request on Decision Package # 6492 — Gov’s Budget
Request.

Is this decision package associated with other decision packages requested by your
agency or other agencies this year? Is it associated with a specific capital or non-
recurring request?

N/A

Would these funds be matched by federal, institutional, philanthropic, or other
resources? If so, identify the source, amount, and terms of the match requirement.

Not Available at this time. See Summary comments.

What other possible funding sources were considered? Could this request be met in
whole or in part with the use of other resources, including fund balances? If so, please
comment on the sustainability of such an approach.

Information
Technology
/Security

Y/N
No

Consulted
DTO during
development

Y/N
N/A

The Department of Insurance has focused much of its efforts in recent years on
initiatives relating to IT, data security, and technology/ equipment upgrades. In the
past, we have been able to utilize cash reserves to fund these initiatives; as a result, our
cash balances have been significantly reduced and our revenues from Other Funds are
not sufficient to sustain our efforts. Due to limited in-house resources, we have had to
rely upon contracted IT employees to support many of these efforts. We anticipate the
resource needs relative to these initiatives to continue to increase as we become more
heavily dependent on technology to meet the needs of our customers in an efficient
and effective manner. As such, we believe that we need to increase our in-house
personnel in the IT program area in order to meet this demand. We currently have an
existing FTE that we plan to utilize to fill this position, but are seeking additional state
appropriations to fund the salary and fringe benefits. If we are able to successfully fill
this position, we believe that, over time, we can reduce the level of our expenditures
associated with IT contractors as we gradually transfer some of their projects and
duties to this FTE. Overall, our long-term goal is to realize cost savings by reducing our
dependence on contractors while still being able to effectively meet our internal IT
needs.

Provide a summary of the rationale for the decision package. Why has it been
requested? How specifically would the requested funds be used? If the request is
related to information security or information technology, explain its relationship to the
agency’s security or technology plan.
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

METHOD OF
CALCULATION

Dept. of Administration, Budget Division’s Employer Contribution Rate Table for FY17.

How was the amount of the request calculated? What factors could cause deviations
between the request and the amount that could ultimately be required in order to
perform the underlying work?

FUTURE IMPACT

No.

Will the state incur any maintenance-of-effort or other obligations by adopting this
decision package? What impact will there be on future capital and/or operating
budgets if this request is or is not honored? Has a source of any such funds been
identified and/or obtained by your agency?

PRIORITIZATION

This funding request would provide needed funds to implement the changes we believe
will allow us to continue to enhance our IT, data security, and technology systems while,
long-term, reducing our dependence on IT contractors and costs expended on contract
work.

If no or insufficient new funds are available in order to meet this need, how would the
agency prefer to proceed? By using fund balances, generating new revenue, cutting
other programs, or deferring action on this request in FY 2015-16?
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

INTENDED IMPACT

Employees provide much more stability than outside contractors, who could and often
do change assignments from time to time. The continuity of having trained and
experienced staff provides many more benefits than outside contractors.

What impact is this decision package intended to have on service delivery and program
outcomes, and over what period of time?

PROGRAM
EVALUATION

We would monitor the anticipated reduction of contracted IT needs, over time, and look
to realize savings through lower expenditures on contractors in future years.

How would the use of these funds be evaluated? What specific outcome or performance
measures would be used to assess the effectiveness of this program?
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AGENCY NAME: SC Department of Insurance
AGENCY CODE: R20 78

FORM B — PROGRAM REVISION REQUEST

DECISION PACKAGE | 6511 Form ID (Gov’s Request)

Provide the decision package number issued by the PBF system (“Governor’s Request”).

TrTLE IT Infrastructure, Data Security Infrastructure, and Continuity of Operations
Provide a brief, descriptive title for this request.
AMOUNT | $150,000

What is the net change in requested appropriations for FY 2015-16? This amount should
correspond to the decision package’s total in PBF across all funding sources.

N/A

ENABLING AUTHORITY

What state or federal statutory, reqgulatory, and/or administrative authority established
this program? |Is this decision package prompted by the establishment of or a revision to
that authority?

Mark “X” for all that apply:

(Base Adjustment) Allocation of statewide employee benefits.

(Base Adjustment) Realignment within existing programs and lines.

(Base Adjustment) Restructuring of agency programs — requires pre-approval.
Change in cost of providing current services to existing program audience.
Change in case load / enrollment under existing program guidelines.
Non-mandated change in eligibility / enrollment for existing program.

X | Non-mandated program change in service levels or areas.

Proposed establishment of a new program or initiative.

Loss of federal or other external financial support for existing program.
Exhaustion of fund balances previously used to support program.

FACTORS ASSOCIATED
WITH THE REQUEST

State operating dollars added to our base appropriation in Administration.

RECIPIENTS OF FUNDS

What individuals or entities would receive these funds (contractors, vendors, grantees,
individual beneficiaries, etc.)? How would these funds be allocated — using an existing
formula, through a competitive process, based upon predetermined eligibility criteria?
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AGENCY NAME:
AGENcY CODE:

RELATED REQUEST(S)

MATCHING FUNDS

SC Department of Insurance

R20 78

Yes. See Non-Recurring request on Decision Package # 6561 — Gov’s Request.

Is this decision package associated with other decision packages requested by your
agency or other agencies this year? Is it associated with a specific capital or non-
recurring request?

N/A

Would these funds be matched by federal, institutional, philanthropic, or other
resources? If so, identify the source, amount, and terms of the match requirement.

Over the last three fiscal years, the Department of Insurance has been utilizing cash
reserves to fund initiatives relating to IT, data security, and technology/ equipment
upgrades. As a result, our cash balances have been significantly reduced and our
revenues from Other Funds are not sufficient to sustain our efforts. Without additional
funding, we would have to scale back our efforts and slow down our timelines, which
could negatively impact our ability to re-open and respond following a disaster, ensure
the security of our digital records, and continue enhancements relative to online
services for our stakeholders.

What other possible funding sources were considered? Could this request be met in
whole or in part with the use of other resources, including fund balances? If so, please
comment on the sustainability of such an approach.

FUNDING
ALTERNATIVES
SUMMARY
Information Y/N
Technology Yes

/Security

Consulted Y/N
DTO during Yes
development

Continuity of Operations: The Department of Insurance must be able to respond to
emergency situations quickly and efficiently. Backup and recovery functionality and
processes are critical to our mission as they will enable the Department to quickly and
efficiently respond in the event of an emergency or catastrophic event.

As one of the designated response and recovery agencies in the State’s Emergency
Response and Recovery Plan, the Department must have the capabilities to respond
quickly when the Governor issues an emergency proclamation. In our response and
recovery role, the Department may be required to dispatch staff to affected areas for
undetermined amounts of time and expand our Consumer Services capacity (including
call capacity, staff resources, and hours of operation). Additionally, the Department
may need to issue emergency adjuster licenses along with emergency regulations that
detail claims handling procedures, stays on cancellations/ non-renewals, and other
standards for insurance companies during the immediate aftermath of the event. All of
the Department’s post-disaster responsibilities are focused on helping citizens recover
from the event and more quickly return to a normal day-to-day routine. Therefore, the
Department is striving to complete data backup and recovery services to reduce
undetected network risk, along with ongoing storage and management solutions. We
are working to address existing vulnerabilities and provide the solutions to safeguard
our data. We want to improve our organization’s ability to recover from unexpected
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AGENCY NAME: SC Department of Insurance
AGENCY CODE: R20 78

business disruptions such as a network failure, power outage, or even a natural disaster.
Our plan is to create a highly available, virtualized infrastructure, leverage offsite data
storage and system replication solutions, and ensure the continuous availability of
communications, licensing services, databases, and consumer assistance during an
emergency or outage.

IT Infrastructure: The Department has been upgrading our IT systems in recent years to
improve functionality, efficiency, and security. Most of our data is stored in legacy
database systems that were developed in-house over 15 years ago. We are unable to
continue patching these systems sufficiently to meet our needs and have recently
completed an RFP to find a new database system. As a result, we are in the process of
entering into a contract with the NAIC (National Association of Insurance
Commissioners) where we will join 20-plus state departments of insurance utilizing a
common system. This system will benefit our customers by increasing functionality and
will also significantly benefit the Department by freeing up resources for state-specific
programming projects and other needs within the agency. The migration from our
legacy systems to this new system will begin in early 2016 (planning) with the vast
majority of the work (data cleansing, migration, mapping, etc.) projected to occur in
early FY 2017. A portion of the additional recurring funds will be allocated toward the
expenses associated with this transition (e.g., data cleansing and mapping, ongoing
testing of the database and IT systems, integration with state-specific systems, staff
training, etc.). Additional expenditures are expected in future fiscal years to result from,
for example, state-specific customizations that will require regular updates and ongoing
monitoring/ testing for vulnerabilities. The amount of programming, testing, and
training will be dictated by the size, scope and cost of the effort. However, we do
anticipate realizing cost savings in future fiscal years following complete installation and
once we reach full operational status.

Data Security Infrastructure: As we continue to improve our security of our data,
particularly personally identifiable data, we encounter recurring costs. The Department
continues to strengthen information security by increasing security monitoring and
firewalls and implementing recommendations from the Division of Technology
Operations (DTO). We work closely with the Division of Technology Operations (DTO)
and other Agencies to ensure that we are implementing all of the recommendations to
secure the State’s data from unauthorized access, including proper back-up and storage
procedures.

Provide a summary of the rationale for the decision package. Why has it been
requested? How specifically would the requested funds be used? If the request is
related to information security or information technology, explain its relationship to the
agency’s security or technology plan.

B-15



SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

METHOD OF
CALCULATION

Ongoing (recurring) estimates of funds needed that are associated with IT
infrastructure, data security infrastructure, and continuity of operations (back-up and
storage) are as follows:

IT Infrastructure: $ 91k

Data Security Infrastructure: S 23k

Continuity of Operations: $ 36k

How was the amount of the request calculated? What factors could cause deviations
between the request and the amount that could ultimately be required in order to
perform the underlying work?

FUTURE IMPACT

The state will not incur any maintenance-of-effort or other obligations by adopting this
decision package. We will have to postpone our level of security, back-up and storage
efforts if funds are not appropriated.

Will the state incur any maintenance-of-effort or other obligations by adopting this
decision package? What impact will there be on future capital and/or operating
budgets if this request is or is not honored? Has a source of any such funds been
identified and/or obtained by your agency?

PRIORITIZATION

This funding request would provide needed funds to continue to build on our IT
infrastructure, data security, back-up and storage efforts.

If no or insufficient new funds are available in order to meet this need, how would the
agency prefer to proceed? By using fund balances, generating new revenue, cutting
other programs, or deferring action on this request in FY 2015-16?
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

INTENDED IMPACT

Personally Identifiable information will be more secure, the Department will be able to
respond more efficiently to system outages and/or catastrophic events, and the
database enhancements will allow us to improve the experience and breadth of services
provided to our customers.

What impact is this decision package intended to have on service delivery and program
outcomes, and over what period of time?

PROGRAM
EVALUATION

Efficacy may be evaluated by our ability to implement recommended security
improvements (suggested by the Division of Technology Operations), eliminate/ scale
back legacy database systems, and the degree to which we can restore critical
functions/ program areas following a system outage or catastrophic event.

How would the use of these funds be evaluated? What specific outcome or performance
measures would be used to assess the effectiveness of this program?
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SC Department of Insurance

AGENCY NAME:
AGENcY CODE:

R20 78

FORM B — PROGRAM REVISION REQUEST

DECISION PACKAGE |

6756 Form ID (Gov’s Request)

Provide the decision package number issued by the PBF system (“Governor’s Request”).

TITLE

SC Safe Home Program (Loss Mitigation) Authority Reduction

Provide a brief, descriptive title for this request.

AMOUNT |

($1,250,000)

What is the net change in requested appropriations for FY 2015-16? This amount should
correspond to the decision package’s total in PBF across all funding sources.

ENABLING AUTHORITY

The Omnibus Coastal Property Insurance Reform Act of 2007 (2007 Act No. 78)

Yes, cash balances are not in alignment with our yearly projected revenue stream.
Therefore, a reduction in the authority, previously granted, is warranted.

What state or federal statutory, regulatory, and/or administrative authority established
this program? |Is this decision package prompted by the establishment of or a revision to
that authority?

Mark “X” for all that apply:

(Base Adjustment) Allocation of statewide employee benefits.

(Base Adjustment) Realignment within existing programs and lines.

(Base Adjustment) Restructuring of agency programs — requires pre-approval.

Change in cost of providing current services to existing program audience.

FACTORS ASSOCIATED

Change in case load / enrollment under existing program guidelines.

WITH THE REQUEST

Non-mandated change in eligibility / enrollment for existing program.

Non-mandated program change in service levels or areas.

Proposed establishment of a new program or initiative.

Loss of federal or other external financial support for existing program.

X | Exhaustion of fund balances previously used to support program.

RECIPIENTS OF FUNDS

Eligible homeowners are awarded a matching or non-matching grant (based upon their
income as per U.S. HUD guidelines and the value of their home) not to exceed $5,000
per home to assist them in retrofitting their coastal properties by strengthening and
fortifying the envelopes of the structures. Grant recipients must utilize a Safe Home-
certified contractors to complete approved work; grant funds are paid directly to the
certified contractor upon completing approved work.

What individuals or entities would receive these funds (contractors, vendors, grantees,
individual beneficiaries, etc.)? How would these funds be allocated — using an existing
formula, through a competitive process, based upon predetermined eligibility criteria?
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AGENCY NAME:
AGENcY CODE:

RELATED REQUEST(S)

MATCHING FUNDS

FUNDING

ALTERNATIVES

SUMMARY

SC Department of Insurance

R20 78

No.

Is this decision package associated with other decision packages requested by your
agency or other agencies this year? Is it associated with a specific capital or non-
recurring request?

N/A

Would these funds be matched by federal, institutional, philanthropic, or other
resources? If so, identify the source, amount, and terms of the match requirement.

N/A

What other possible funding sources were considered? Could this request be met in
whole or in part with the use of other resources, including fund balances? If so, please
comment on the sustainability of such an approach.

Information
Technology
/Security

Y/N
No

Consulted
DTO during
development

Y/N
N/A

This is a request to reduce authority for Safe Home (Loss Mitigation) program. This
program is currently funded entirely through Other Funds; revenue is principally
comprised of the premium taxes paid by the S.C. Wind and Haul Underwriting Authority
(aka the Wind Pool) plus 1% of Insurance Premium Tax collections annually. See S.C.
Code Section 38-75-485(C)(4). The Department previously requested an increase in
authority so that excess cash balances could be expended. These cash balances from
carry-forward funds have been spent down to maximize grant allocations to coastal
homeowners. Without these cash balances available in addition to our yearly projected
revenue stream, the current level of authority is well in excess of our projected
expenditures. Therefore, a reduction in the authority, previously granted, is warranted.

Provide a summary of the rationale for the decision package. Why has it been
requested? How specifically would the requested funds be used? If the request is
related to information security or information technology, explain its relationship to the
agency’s security or technology plan.
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METHOD OF
CALCULATION

Current level of authority less the current cash balance, plus projected revenue stream.

Because revenues are dependent upon premium tax collections, it is appropriate to
review revenues over a period of years to develop a projection. Over the last five fiscal
years (FY 11 — FY ’15), the total revenues for this program have averaged
$2,722,269.88. Authority under the FY '16 Appropriations Act totals $4,291,254. A
reduction in authority of $1.25M would more closely align authority with our
expenditures while still providing a small cushion should revenues increase.

How was the amount of the request calculated? What factors could cause deviations
between the request and the amount that could ultimately be required in order to
perform the underlying work?

FUTURE IMPACT

N/A

Will the state incur any maintenance-of-effort or other obligations by adopting this
decision package? What impact will there be on future capital and/or operating
budgets if this request is or is not honored? Has a source of any such funds been
identified and/or obtained by your agency?

PRIORITIZATION

Our authority is over-stated and, therefore, an adjustment is warranted.

If no or insufficient new funds are available in order to meet this need, how would the
agency prefer to proceed? By using fund balances, generating new revenue, cutting
other programs, or deferring action on this request in FY 2015-16?
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N/A

INTENDED IMPACT

What impact is this decision package intended to have on service delivery and program
outcomes, and over what period of time?

N/A

PROGRAM
EVALUATION

How would the use of these funds be evaluated? What specific outcome or performance
measures would be used to assess the effectiveness of this program?
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FORM C — CAPITAL OR NON-RECURRING APPROPRIATION REQUEST

DECISION PACKAGE |

6561 Form ID (Gov’s Request)

Provide the decision package number issued by the PBF system (“Governor’s Request”).

TITLE ‘ IT Infrastructure, Data Security Infrastructure, and Continuity of Operations |

Provide a brief, descriptive title for this request.

AMOUNT |

$90,000

How much is requested for this project in FY 2016-177?

BUDGET PROGRAM

Administration (0100.000000.000); Solvency (4000.050000.000); Licensing
(4000.100000.000); Taxation (4000.150000.000); Consumer Svcs/Complt
(4000.200000.000); Policy Forms & Rates (4000.250000.000); and Captives
(4000.400000.000)

Identify the associated budget program(s) by name and budget section.

SUMMARY

Continuity of Operations: The Department of Insurance must be able to respond to
emergency situations quickly and efficiently. Backup and recovery functionality and
processes are critical to our mission as they will enable the Department to quickly and
efficiently respond in the event of an emergency or catastrophic event.

As one of the designated response and recovery agencies in the State’s Emergency
Response and Recovery Plan, the Department must have the capabilities to respond
quickly when the Governor issues an emergency proclamation. In our response and
recovery role, the Department may be required to dispatch staff to affected areas for
undetermined amounts of time and expand our Consumer Services capacity (including
call capacity, staff resources, and hours of operation). Additionally, the Department
may need to issue emergency adjuster licenses along with emergency regulations that
detail claims handling procedures, stays on cancellations/ non-renewals, and other
standards for insurance companies during the immediate aftermath of the event. All of
the Department’s post-disaster responsibilities are focused on helping citizens recover
from the event and more quickly return to a normal day-to-day routine. Therefore, the
Department is striving to complete data backup and recovery services to reduce
undetected network risk, along with ongoing storage and management solutions. We
are working to address existing vulnerabilities and provide the solutions to safeguard
our data. We want to improve our organization’s ability to recover from unexpected
business disruptions such as a network failure, power outage, or even a natural disaster.
Our plan is to create a highly available, virtualized infrastructure, leverage offsite data
storage and system replication solutions, and ensure the continuous availability of
communications, licensing services, databases, and consumer assistance during an
emergency or outage.

IT Infrastructure: The Department has been upgrading our IT systems in recent years to
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improve functionality, efficiency, and security. Most of our data is stored in legacy
database systems that were developed in-house over 15 years ago. We are unable to
continue patching these systems sufficiently to meet our needs and have recently
completed an RFP to find a new database system. As a result, we are in the process of
entering into a contract with the NAIC (National Association of Insurance
Commissioners) where we will join 20-plus state departments of insurance utilizing a
common system. This system will benefit our customers by increasing functionality and
will also significantly benefit the Department by freeing up resources for state-specific
programming projects and other needs within the agency. The migration from our
legacy systems to this new system will begin in early 2016 (planning) with the vast
majority of the work (data cleansing, migration, mapping, etc.) projected to occur in
early FY 2017. A portion of these non-recurring funds will be allocated toward the
expenses associated with this transition (e.g., data cleansing and mapping, ongoing
testing of the database and IT systems, integration with state-specific systems, staff
training, etc.).

Data Security Infrastructure: As we continue to improve our security of our data,
particularly personally identifiable data, we continue to encounter additional costs. The
Department continues to strengthen information security by increasing security
monitoring and firewalls and implementing recommendations from the Division of
Technology Operations (DTO). We work closely with the Division of Technology
Operations (DTO) and other Agencies to ensure that we are implementing all of the
recommendations to secure the State’s data from unauthorized access, including proper
back-up and storage procedures.

Provide a summary of the project and explain why it is necessary. If the request is
related to information security or information technology, explain its relationship to the
agency’s security or technology plan.

This request is in alignment with recommendations from the Division of Technology
Operations as it relates to securing personally identifiable information.

Estimates of non-recurring funds needed that are associated with IT infrastructure, data
security infrastructure, and continuity of operations (back-up and storage) are as
follows:

IT Infrastructure: $20k (S10k for servers, equipment + $S10k for database system
transition)

Data Security Infrastructure:$10k (security monitoring)

Continuity of Operations: $60k ($22k for uninterruptable power supply + $38k for data
storage back-up systems)

Is this request in support of a capital project or is it in support of other non-recurring
expenditures? If this request is for a capital project, is it included in the agency’s CPIP
(please include CPIP year and priority)? How does this project rank in priority to all other
nonrecurring agency requests?
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RELATED REQUEST(S)

6511 — GoVv’s Request

Is this decision package associated with other decision packages requested by your
agency or other agencies this year? Is it associated with a specific capital or non-
recurring request?

MATCHING FUNDS

N/A

Would these funds be matched by federal, institutional, philanthropic, or other
resources? If so, identify the source and amount.

FUNDING
ALTERNATIVES

We do not have any other funds that can be used for this request nor can the current
cash balances address this need.

What other possible funding sources were considered?

LONG-TERM PLANNING
AND SUSTAINABILITY

Since FY12, we have utilized our existing cash balances to address many of the needs for
IT Security and infrastructure without requesting any new state appropriations.
However, we no longer have the capacity to continue these efforts without state
appropriations.

What other funds have already been invested in this project (source/type, amount,
timeframe)? Will other capital and/or operating funds for this project be requested in
the future? If so, how much, and in which fiscal years? Has a source for those funds
been identified/secured?

OTHER APPROVALS

N/A

What approvals have already been obtained? Are there additional approvals that must
be secured in order for the project to succeed? (Institutional board, JBRC, BCB, etc.)
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FORM C — CAPITAL OR NON-RECURRING APPROPRIATION REQUEST

DECISION PACKAGE | 6564 Form ID (Gov’s Request)

Provide the decision package number issued by the PBF system (“Governor’s Request”).

TITLE | Tax & Wind Studies

Provide a brief, descriptive title for this request.

AMOUNT | $60,000

How much is requested for this project in FY 2016-177?

BUDGET PROGRAM | Taxation (4000.150000.000) & Hurricane Mitigation (4000.3000000.000)

Identify the associated budget program(s) by name and budget section.

Tax Study: The Department of Insurance is partnering with the South Carolina
Department of Commerce to conduct an economic study relative to the state’s
insurance industry. The purpose of this initiative is to study and assess the costs borne
by our domestic insurance industry (i.e., insurance companies that are based in South
Carolina) through fees and taxes imposed by local and state governmental

entities. Additionally, the study is intended to identify barriers to and develop
recommendations for attracting insurance company regional offices to the state. Itis
anticipated that both Departments will engage economists in the University of South
Carolina’s Moore School of Business to conduct this study.

Wind Study: The Department of Insurance would also like to build on prior analysis of
the hurricane catastrophe models utilized by insurance companies for purposes of
property insurance ratemaking. S.C. Code Ann. § 38-75-1140 provides the Director of
Insurance with authority to evaluate any natural catastrophe model used in property
insurance rate filings in South Carolina. In 2012, the Department solicited a Request for
SUMMARY Proposals for a review and study of the computer simulation models that are designed
to produce hurricane insurance loss costs for insuring properties in South Carolina. The
Catastrophe Model Panel that was engaged for this study consisted of an actuary (Mr.
Martin Simons), a meteorologist (Dr. Jenni Evans), and a structural engineer (Dr.
Masoud Zadeh). Each panel member has considerable experience reviewing natural
hazard catastrophe models and is a member of the Professional Team selected to advise
Florida’s Commission on Hurricane Loss Projection Methodology. The panel reviewed
the major hurricane models used to develop insurance rates in South Carolina. These
included models from AIR Worldwide (AIR), Applied Research Associates (ARA), EQECAT,
and Risk Management Solutions (RMS).

The SCDOI received the panel’s preliminary report in July 2013 and scheduled a public
hearing for October 9, 2013. The final report was received in early October 2013.
Subsequently, the Director issued Order 2013-05 (December 12, 2013) to summarize
the findings found in the catastrophe model panel’s report and followed the Order with
Bulletin 2014-03 (March 12, 2014) to communicate specific requirements for the use of
hurricane catastrophe models in property insurance ratemaking to insurers.
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The Department would like to engage subject matter experts to build on the prior work
to study the reasonableness of the hurricane catastrophe models’ development of
expected annual losses from hurricanes. Because catastrophe modelers are continually
making enhancements to these models, it is appropriate to periodically re-review the
models. Further, this study would review the Department’s implementation and
oversight of insurance companies’ use of such models and recommend changes, as
appropriate, to the existing regulatory framework.

Provide a summary of the project and explain why it is necessary. If the request is
related to information security or information technology, explain its relationship to the
agency’s security or technology plan.

The Department’s share of the tax study is estimated at approximately $20,000. The
Department estimates expenditures for the wind study to equal $40,000. These
estimates are derived from the Department’s expenditures for similar studies over the
last three calendar years. As these are conservative estimates, the Department plans to
absorb any overages to ensure these studies are completed and publicly reported.

Is this request in support of a capital project or is it in support of other non-recurring
expenditures? If this request is for a capital project, is it included in the agency’s CPIP
(please include CPIP year and priority)? How does this project rank in priority to all other
nonrecurring agency requests?
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RELATED REQUEST(S)

N/A

Is this decision package associated with other decision packages requested by your
agency or other agencies this year? Is it associated with a specific capital or non-
recurring request?

MATCHING FUNDS

N/A

Would these funds be matched by federal, institutional, philanthropic, or other
resources? If so, identify the source and amount.

FUNDING
ALTERNATIVES

We do not have any other funds that can be used for this request nor can the current
cash balances address this need.

What other possible funding sources were considered?

LONG-TERM PLANNING
AND SUSTAINABILITY

OTHER APPROVALS

N/A

What other funds have already been invested in this project (source/type, amount,
timeframe)? Will other capital and/or operating funds for this project be requested in
the future? If so, how much, and in which fiscal years? Has a source for those funds
been identified/secured?

N/A

What approvals have already been obtained? Are there additional approvals that must
be secured in order for the project to succeed? (Institutional board, JBRC, BCB, etc.)
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