Florida Senate - 1999 SB 2458
By Senator Dyer

14-541-99

1 A bill to be entitled

2 An act relating to title insurance reserve;

3 anending s. 625.111, F.S.; revising the

4 requirenments for calculating the required

5 anmount of unearned preniumreserves and for

6 rel easi ng such reserves, beginning at a

7 specified date; redefining the terns "net

8 retained liability" and "single risk"

9 providing an effective date.

10

11| Be It Enacted by the Legislature of the State of Florida:

12

13 Section 1. Section 625.111, Florida Statutes, is

14 | anended to read:

15 625.111 Title insurance reserve.--In addition to an
16 | adequate reserve as to outstanding | osses, as required under
17| s. 625.041, a title insurer shall establish, segregate, and
18 | maintain a guaranty fund or unearned prem umreserve as

19 | hereinafter provided. The suns hereinafter required to be
20 | reserved for unearned premuns on title guarantees and
21 | policies at all tines and for all purposes shall be considered
22 | and constitute unearned portions of the original prem unms and
23| shall be charged as a reserve liability of such insurer in
24 | determining its financial condition. While such suns are so
25| reserved, they shall be withdrawn fromthe use of the insurer
26 | for its general purposes, inpressed with a trust in favor of
27 | the holders of title guarantees and policies, and held
28 | avail able for reinsurance of the title guarantees and policies
29| in the event of the insolvency of the insurer. Nothing herein
30 | contained shall preclude such insurer frominvesting such
31| reserve in investnents authorized by law for such an insurer
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and the inconme fromsuch invested reserve shall be included in
the general inconme of the insurer to be used by such insurer
for any |awful purpose.

(1) For any financial statenent prepared with an

eval uation date on or after January 1, 2000, this unearned

prem umreserve nust equal not |ess than the sum of the

fol |l owi ng conponents:

(a) A reserve as respects unearned premuns for title

guarantees or policies witten or title liability assuned in

rei nsurance before January 1, 2000, equal to the reserve

establ i shed on Decenber 31, 1999, for those unearned preni uns,

wi th such reserve bei ng subsequently rel eased as provided in

subsection (2). For donestic title insurers subject to this

section, this ampunt nust be cal cul ated in accordance with the

Florida Statutes in effect at the tine the associated preni uns

were witten or assuned, as nodified by any subsequent

statutory provisions enacted before January 1, 2000.

(b) A sumequal to 30 cents for each $1, 000 of net

retained liability for title guarantees or policies witten or

title liability assuned in reinsurance after Decenber 31

1999, with such reserve bei ng subsequently rel eased as

provided in subsection (2). For the purposes of cal cul ating

this reserve, the total of the net retained liability for al

si mul taneously issued policies covering a single risk nust be

set at an anount equal to the liability for the policy with

the highest lint covering that single risk, net of any

liability ceded in reinsurance.

(c) An actuarial provision, if necessary, which wll

be subsequently rel eased as provided in subsection (2). Using

financial results evaluated as of Decenber 31 of each year

each donestic title insurer shall obtain a statenment of
2
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actuarial opinion froma fellow in good standing of the

Casualty Actuarial Society regarding the insurer's |oss and

| oss adj ust nent expense reserves, including reserves for known

cl ai ns, adverse devel opnent on known clains, incurred but not

reported clains, and unall ocated | oss adj ustnent expenses. The

actuarial opinion nust conformto the annual statenent

instructions for title insurers adopted by the Nationa

Associ ati on of |nsurance Conm ssioners and nust include the

actuary's professional opinion of the insurer's reserves as of

the date of the annual statenent. |If the anount of the reserve

stated in the opinion and displayed in Schedule P of the

annual statenent for that evaluation date is greater than the

sum of the known cl ai mreserve and unearned prem umreserve as

cal cul ated under this section, as of the sane eval uati on date,

i ncludi ng any previous actuarial provisions added at earlier

dates, the insurer shall add to its unearned premni umreserve

an actuarial provision equal to the difference of the reserve

shown in the actuarial opinion, mnus the known cl ai mreserve,

m nus the unearned premiumreserve, all evaluated as of the

current evaluation date and cal cul ated in accordance with this

section, but not calculated as of a date precedi ng Decenber
31, 2000. An insurer that obtains fromthe Departnent of
| nsurance a wai ver of the requirenent to obtain an actuari al

analysis is not required to calculate an actuarial provision

under this paragraph

(2)(a) As regards the reserve established in

accordance with paragraph (1)(a), the donestic title insurer

shal |l rel ease the reserve over a period of 20 subsequent

years, in accordance with the follow ng formul a:
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1. Thirty percent of the initial aggregate sumin

2000, with one-quarter of that anpbunt being rel eased every 3
nont hs, on March 31, June 30, Septenber 30, and Decenber 31
2. Fifteen percent of the initial aggregate sumin

2001;

3. Ten percent of the initial aggregate sum each year
in 2002 and 2003;

4. Five percent of the initial aggregate sum each year
in 2004 and 2005;

5. Three percent of the initial aggregate sum each
year in 2006 and 2007;

6. Two percent of the initial aggregate sum each year
during 2008 t hrough 2014; and

7. One percent of the initial aggregate sum each year
during 2015 t hrough 2019,

with each year's release taking place quarterly as specified

i n subparagraph 1.

(b) As regards reserves established in accordance with

par agraph (1) (b), the unearned premiumfor title guarantees or

policies witten or title liability assunmed during a given

cal endar year nust be earned and rel eased fromreserve over a

peri od of 20 subsequent years, in accordance with the

foll owing formil a:

1. Thirty percent of the initial sumduring the year

next succeeding the year in which the premiumwas witten or

assuned, with one-quarter of that anount being rel eased every
3 nonths, on March 31, June 30, Septenber 30, and Decenber 31
2. Fifteen percent of the initial sumduring the next

succeedi ng year;
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3. Ten percent of the initial sumduring each of the

next succeeding 2 years;

4. Five percent of the initial sumduring each of the

next succeeding 2 years;

5. Three percent of the initial sumduring each of the

next succeeding 2 years;

6. Two percent of the initial sumduring each of the

next succeeding 7 years; and

7. One percent of the initial sumduring each of the

next succeeding 5 years,

with each year's release taking place quarterly as specified

i n subparagraph 1.

(c) As regards reserves established in accordance with

paragraph (1)(c), the actuarial provision established in any

cal endar year shall be released in the years subsequent to its

establ i shnent in accordance with paragraph (b), with the

timng and percentages of releases being in all respects

identical to those of unearned prem umreserves that are

cal cul at ed under paragraph (1)(b) and established with regard

to premuns witten or liability assuned in reinsurance in the

sane year as the year in which the actuarial provision was

originally established.

(3) At any evaluation date, the anount of the required

rel eases of existing unearned preniumreserves under

subsection (2) shall be cal cul ated, and those rel eases

deducted fromthe total unearned prem umreserve, hefore the

actuarial provision is established for the current cal endar

year in accordance with paragraph (1)(c).

" N I . b . F
Fess—than—an—areunt—conputet—as—foHows—
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16 | year—

17 (4)3) As used in this section, the term

18 (a) "Net retained liability" neans the total liability
19 | retained by a title insurer for a single risk, after taking

20 | into account the deduction for that eeded liability, if any,
21 | which has been ceded or assuned in reinsurance.

22 (b) "Single risk" nmeans the insured anount of any

23| title insurance policy, except that where two or nore title

24 | insurance policies are issued sinultaneously covering

25| different estates in the sane real property, the term"single
26 | risk" neans the | argest sumof—the insured anount of any

27 | amvounts—oef—att such title insurance policy peteies. Any title
28 | insurance policy insuring a nortgage interest a clai mpaynment
29 | under which reduces the insured amount of a fee or |easehold
30| title insurance policy shall be excluded in conputing the

31| anpbunt of a single risk to the extent that the insured anpunt
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of the nortgage title insurance policy does not exceed the
i nsured anmount of the fee or |easehold title insurance policy.
Section 2. This act shall take effect January 1, 2000.
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SENATE SUMVARY

Pertains to requirenments for title insurance reserve,

Ef fective January 1, 2000, revises the requirenents for

cal cul ati ng. the amount of unearned _prem umreserve that

each title insurer nust maintain. Revises the

requi renents for releaS|nP_§u9h reserves. Redefines the
Ity

terns "net retained |iabi and "single risk.
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