Florida Senate - 2003 CS for SB 1308

By the Committee on Banking and | nsurance; and Senat or
exander

311-2518-03
1 A bill to be entitled
2 An act relating to insurance ratenaking;
3 anendi ng ss. 627.062, 627.0651, F.S.; providing
4 that filings providing rate increases and
5 decreases for specified |lines of
6 property/casualty and notor vehicle insurance
7 within a specified range shall not be subject
8 to a determination by the Ofice of Insurance
9 Regul ation that the rate is excessive or
10 unfairly discrimnatory; specifying
11 applicability; providing that nothing affects
12 the authority of the office to disapprove a
13 rate as inadequate; providing an exception if
14 the office deternmines that a conpetitive narket
15 does not exist; requiring the Financial
16 Servi ces Conmi ssion to adopt related rul es;
17 providing inapplicability to rate filings for
18 nedi cal nal practice; deleting provisions
19 relating to arbitration of certain decisions
20 with respect to property/casualty insurance
21 rate filings; anmending s. 627.351, F.S.
22 requiring that personal |ines residential
23 wi nd-only rates for policies issued or renewed
24 by the Citizens Property Insurance Corporation
25 be no greater than 20 percent of prem um
26 providing for a wi nd-only ratemaki ng
27 met hodol ogy; requiring a report; requiring the
28 Citizens Property Insurance Corporation to
29 certify at certain intervals that its rates
30 conply with requirenents to be set a certain
31 | evels relative to other insurers; authorizing
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1 the Ofice of Insurance Regulation to review

2 and act upon such certification; requiring the

3 corporation to appoint a rate nethodol ogy pane

4 to make recomendati ons for the use of

5 addi ti onal ratemaking nethods, including the

6 use of a rate equalization surcharge to assure

7 that the cost of coverage is sufficient to

8 conply with state law, requiring the

9 corporation to provide a related report to the

10 Legislature and a plan for inplenenting the

11 addi ti onal ratemaking nethods; specifying how

12 the plan shall apply to agent conmi ssions;

13 requiring the corporation to develop a notice

14 to policyholders; providing an effective date.

15

16 | Be It Enacted by the Legislature of the State of Florida:
17

18 Section 1. Section 627.062, Florida Statutes, is

19 | anended to read:

20 627. 062 Rate standards. --

21 (1) The rates for all classes of insurance to which
22 | the provisions of this part are applicable shall not be

23 | excessive, inadequate, or unfairly discrimnatory.

24 (2) As to all such classes of insurance:

25 (a) Insurers or rating organizations shall establish
26 | and use rates, rating schedules, or rating manuals to allow
27 | the insurer a reasonable rate of return on such classes of
28 | insurance witten in this state. A copy of rates, rating
29 | schedul es, rating nanuals, premumcredits or discount

30 | schedul es, and surcharge schedul es, and changes thereto, shal
31
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be filed with the departnment under one of the follow ng
procedures:

1. If the filing is nmade at | east 90 days before the
proposed effective date and the filing is not inplenmented
during the departnment's review of the filing and any
proceedi ng and judicial review, then such filing shall be
considered a "file and use" filing. 1In such case, the
departnment shall finalize its review by issuance of a notice
of intent to approve or a notice of intent to disapprove
within 90 days after receipt of the filing. The notice of
intent to approve and the notice of intent to di sapprove
constitute agency action for purposes of the Adm nistrative
Procedure Act. Requests for supporting infornmation, requests
for mat hemati cal or nechanical corrections, or notification to
the insurer by the departnent of its prelimnary findings
shall not toll the 90-day period during any such proceedings
and subsequent judicial review. The rate shall be deened
approved if the departnent does not issue a notice of intent
to approve or a notice of intent to disapprove within 90 days
after receipt of the filing.

2. If the filing is not nade in accordance with the
provi sions of subparagraph 1., such filing shall be nade as
soon as practicable, but no later than 30 days after the
effective date, and shall be considered a "use and file"
filing. An insurer making a "use and file" filing is
potentially subject to an order by the departnent to return to
policyhol ders portions of rates found to be excessive, as
provided in paragraph (h).

(b) Upon receiving a rate filing, the departnent shal
reviewthe rate filing to deternine if a rate is excessive,

i nadequate, or unfairly discrimnatory. In making that
3
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determ nation, the departnent shall, in accordance with

general |y accepted and reasonabl e actuarial techniques,
consider the follow ng factors:

1. Past and prospective | oss experience within and
wi thout this state.

2. Past and prospective expenses.

3. The degree of conpetition anong insurers for the
risk insured

4. I nvestnent incone reasonably expected by the
insurer, consistent with the insurer's investnent practices,
frominvestable premiuns anticipated in the filing, plus any
ot her expected inconme fromcurrently invested assets
representing the anount expected on unearned premn umreserves
and | oss reserves. The departnent nmay pronul gate rul es
utilizing reasonabl e techni ques of actuarial science and
econom cs to specify the manner in which insurers shal
calculate investnent inconme attributable to such classes of
i nsurance witten in this state and the manner in which such
i nvestment income shall be used in the cal cul ation of
i nsurance rates. Such manner shall contenpl ate all owances for
an underwriting profit factor and full consideration of
i nvestnent incone which produce a reasonable rate of return
however, investnent incone frominvested surplus shall not be
consi dered. The profit and contingency factor as specified in
the filing shall be utilized in conputing excess profits in
conjunction with s. 627. 0625.

5. The reasonabl eness of the judgnent reflected in the
filing.

6. Dividends, savings, or unabsorbed prem um deposits
all oned or returned to Florida policyholders, nenbers, or
subscri bers.

4
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7. The adequacy of |oss reserves.

8. The cost of reinsurance.

9. Trend factors, including trends in actual |osses
per insured unit for the insurer naking the filing.

10. Conflagration and catastrophe hazards, if
appl i cabl e.

11. A reasonable margin for underwiting profit and
conti ngenci es.

12. The cost of nedical services, if applicable.

13. Oher relevant factors which inpact upon the
frequency or severity of clainms or upon expenses.

(c) In the case of fire insurance rates, consideration
shall be given to the availability of water supplies and the
experience of the fire insurance business during a period of
not | ess than the nobst recent 5-year period for which such
experience is avail abl e.

(d) If conflagration or catastrophe hazards are given
consideration by an insurer in its rates or rating plan
i ncl udi ng surcharges and di scounts, the insurer shal
establish a reserve for that portion of the prenmi umallocated
to such hazard and shall maintain the premumin a catastrophe
reserve. Any renoval of such premiuns fromthe reserve for
pur poses ot her than paying clains associated with a
cat astrophe or purchasi ng reinsurance for catastrophes shal
be subject to approval of the departnent. Any ceding
conmi ssion received by an insurer purchasing reinsurance for
cat astrophes shall be placed in the catastrophe reserve.

(e) After consideration of the rate factors provided
i n paragraphs (b), (c), and (d), a rate may be found by the
departnment to be excessive, inadequate, or unfairly
di scrim natory based upon the foll owi ng standards:

5
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1. Rates shall be deened excessive if they are likely
to produce a profit fromFlorida business that is unreasonably
high inrelation to the risk involved in the class of business
or if expenses are unreasonably high in relation to services
render ed.

2. Rates shall be deened excessive if, anobng other
things, the rate structure established by a stock insurance
conpany provides for repl eni shnent of surpluses from preni uns,
when the replenishnent is attributable to investnent | osses.

3. Rates shall be deened i nadequate if they are
clearly insufficient, together with the investnent incone
attributable to them to sustain projected | osses and expenses
in the class of business to which they apply.

4. A rating plan, including discounts, credits, or
surcharges, shall be deened unfairly discrimnatory if it
fails to clearly and equitably reflect consideration of the
policyholder's participation in a risk nmanagenent program
adopted pursuant to s. 627.0625.

5. Arate shall be deened i nadequate as to the prem um
charged to a risk or group of risks if discounts or credits
are all owed which exceed a reasonable reflection of expense
savi ngs and reasonably expected | oss experience fromthe risk
or group of risks.

6. Arate shall be deened unfairly discrimnatory as
to arisk or group of risks if the application of prem um
di scounts, credits, or surcharges anpong such risks does not
bear a reasonable relationship to the expected | oss and
expense experience anong the various ri sks.

(f) Inreviewing arate filing, the departnent nay
require the insurer to provide at the insurer's expense al
i nformati on necessary to evaluate the condition of the conpany
6
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and the reasonabl eness of the filing according to the criteria
enunmerated in this section

(g) The departnent nmay at any tine review a rate,
rating schedule, rating manual, or rate change; the pertinent
records of the insurer; and market conditions. |f the
departnment finds on a prelinminary basis that a rate may be
excessi ve, inadequate, or unfairly discrininatory, the
departnment shall initiate proceedings to disapprove the rate
and shall so notify the insurer. However, the departnent may
not di sapprove as excessive any rate for which it has given
final approval or which has been deened approved for a period
of 1 year after the effective date of the filing unless the
departnment finds that a material misrepresentation or material
error was nmade by the insurer or was contained in the filing.
Upon being so notified, the insurer or rating organization
shall, within 60 days, file with the departnent al
information which, in the belief of the insurer or
organi zation, proves the reasonabl eness, adequacy, and
fairness of the rate or rate change. The departnent shal
issue a notice of intent to approve or a notice of intent to
di sapprove pursuant to the procedures of paragraph (a) within
90 days after receipt of the insurer's initial response. 1In
such instances and in any adm nistrative proceeding relating
to the legality of the rate, the insurer or rating
organi zation shall carry the burden of proof by a
preponderance of the evidence to show that the rate is not
excessive, inadequate, or unfairly discrininatory. After the
departnment notifies an insurer that a rate nay be excessi ve,
i nadequate, or unfairly discrimnatory, unless the departnment
wi thdraws the notification, the insurer shall not alter the
rate except to conformwith the departnent's notice until the
7
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earlier of 120 days after the date the notification was
provided or 180 days after the date of the inplenentation of
the rate. The departnent nmay, subject to chapter 120,

di sapprove without the 60-day notification any rate increase
filed by an insurer within the prohibited tinme period or
during the tinme that the legality of the increased rate is
bei ng cont est ed.

(h) In the event the departnent finds that a rate or
rate change i s excessive, inadequate, or unfairly
discrimnatory, the departnent shall issue an order of
di sapproval specifying that a new rate or rate schedul e which
responds to the findings of the departnent be filed by the
insurer. The departnent shall further order, for any "use and
file" filing made in accordance with subparagraph (a)2., that
prem uns charged each policyhol der constituting the portion of
the rate above that which was actuarially justified be
returned to such policyholder in the formof a credit or
refund. If the departnment finds that an insurer's rate or rate
change is inadequate, the newrate or rate schedule filed with
the departnent in response to such a finding shall be
applicable only to new or renewal business of the insurer
witten on or after the effective date of the responsive
filing.

(i) Except as otherwi se specifically provided in this
chapter, the departnment shall not prohibit any insurer
i ncludi ng any residual market plan or joint underwiting
associ ation, from paying acquisition costs based on the ful
anount of premium as defined in s. 627.403, applicable to any
policy, or prohibit any such insurer fromincluding the ful
anmount of acquisition costs in a rate filing.

8
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(j) Any provisions of this section to the contrary

not wi t hst andi ng:

1. Wth respect to any class of insurance subject to

regul ation under this section, a base rate filing reflecting

an overall statew de average increase or decrease in the rate

| evel of no nore than 15 percent, above or below the insurer's

rates then in effect, shall not be subject to a determnation

by the office that the rate is excessive or unfairly

discrimnatory, if the filing does not result in a prem um

i ncrease of nore than 40 percent to any policyholder as a

result of the rate filing alone, before taking into account

changes in coverage or insured value. As used in this

subparagraph, the term"insurer's rates then in effect”

i ncludes only rates that have been approved under this section

or rates that have been deternined to be | awful through

admi ni strative proceedi ngs or judicial proceedings, or, prior
to July 1, 2003, through arbitration
2. An insurer may not nmake nore than one filing under

this paragraph with respect to any one class of insurance in

any cal endar year. A filing under this paragraph nmust be made

el ectronically.

3. This paragraph does not affect the authority of the

office to di sapprove a rate as i nadequate.

4. This paragraph does not apply to rate filings for

nedi cal nal practi ce.

5. This paragraph does not apply to a rate filing for

a type or line of insurance for which the Ofice of |nsurance

Regul ati on determnes that a conpetitive market does not

exi st. The Financial Services Commi ssion shall adopt rul es

establ i shing standards for determ ning whether or not a

conpetitive nmarket exists for a particular type or |ine of
9
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insurance. It is presuned that a conpetitive market exists

unl ess the office establishes that a conpetitive market does

not exi st.

The provisions of this subsection shall not apply to workers
conpensation and enployer's liability insurance and to notor
vehi cl e i nsurance.

(3)(a) For individual risks that are not rated in
accordance with the insurer's rates, rating schedules, rating
manual s, and underwiting rules filed with the departnment and
whi ch have been subnitted to the insurer for individua
rating, the insurer nust nmintain docunentation on each risk
subject to individual risk rating. The docunentation nust
identify the nanmed insured and specify the characteristics and
classification of the risk supporting the reason for the risk
being individually risk rated, including any nodifications to
exi sting approved forns to be used on the risk. The insurer
nmust maintain these records for a period of at |east 5 years
after the effective date of the policy.

(b) Individual risk rates and nodifications to
exi sting approved fornms are not subject to this part or part
Il, except for paragraph (a) and ss. 627.402, 627. 403,

627. 4035, 627.404, 627.405, 627.406, 627.407, 627.4085,

627. 409, 627.4132, 627.4133, 627.415, 627.416, 627.417,

627. 419, 627.425, 627.426, 627.4265, 627.427, and 627.428, but
are subject to all other applicable provisions of this code
and rul es adopted thereunder.

(c) This subsection does not apply to private
passenger notor vehicle insurance.

(4) The establishnent of any rate, rating
classification, rating plan or schedule, or variation thereof

10
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in violation of part I X of chapter 626 is also in violation of
this section.

(5) Wth respect to arate filing involving coverage
of the type for which the insurer is required to pay a
rei mbursenent premiumto the Florida Hurricane Catastrophe
Fund, the insurer may fully recoup in its property insurance
prem uns any rei nbursenent premuns paid to the Florida
Hurri cane Catastrophe Fund, together with reasonabl e costs of
ot her reinsurance, but nmay not recoup reinsurance costs that

dupl i cate coverage provided by the Florida Hurricane
Cat astr ophe Fund.

I I I I el .

11

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN P

W W NNNNMNNNMNNNNRRRRRRRPR B R
P O © 0 ~N O UO0BM WNIEREPRO O ®NO O M WN R O

Florida Senate - 2003 CS for SB 1308
311-25

i
2518-03

Section 2. Section 627.0651, Florida Statutes, is
anended to read:

627. 0651 Making and use of rates for notor vehicle
i nsurance. - -

(1) Insurers shall establish and use rates, rating
schedul es, or rating nmanuals to allow the insurer a reasonabl e
rate of return on notor vehicle insurance witten in this
state. A copy of rates, rating schedul es, and rating nmanual s,
and changes therein, shall be filed with the departnent under
one of the follow ng procedures:

(a) If the filing is mude at |east 60 days before the
proposed effective date and the filing is not inplenmented
during the departnment's review of the filing and any
proceedi ng and judicial review, such filing shall be
considered a "file and use" filing. 1In such case, the
departnment shall initiate proceedings to disapprove the rate
and so notify the insurer or shall finalize its review wthin
60 days after receipt of the filing. Notification to the
i nsurer by the departnent of its prelimnary findings shal
toll the 60-day period during any such proceedi ngs and

12
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subsequent judicial review. The rate shall be deened approved
if the departnent does not issue notice to the insurer of its
prelimnary findings within 60 days after the filing.

(b) If the filing is not made in accordance with the
provi sions of paragraph (a), such filing shall be nade as soon
as practicable, but no later than 30 days after the effective
date, and shall be considered a "use and file" filing. An
insurer naking a "use and file" filing is potentially subject
to an order by the departnment to return to policyhol ders
portions of rates found to be excessive, as provided in
subsection (11).

(2) Upon receiving notice of a rate filing or rate
change, the departnent shall reviewthe rate or rate change to
determine if the rate is excessive, inadequate, or unfairly
discrimnatory. |In naking that deternination, the departnent
shall in accordance with generally accepted and reasonabl e
actuarial techniques consider the foll owing factors:

(a) Past and prospective | oss experience within and
outside this state.

(b) The past and prospective expenses.

(c) The degree of conpetition anong insurers for the
risk insured

(d) Investnent incone reasonably expected by the
i nsurer, consistent with the insurer's investnent practices,
frominvestable premuns anticipated in the filing, plus any
ot her expected inconme fromcurrently invested assets
representing the anount expected on unearned prem um reserves
and | oss reserves. Such investment income shall not include
incone frominvested surplus. The departnent may promrul gate
rules utilizing reasonabl e techniques of actuarial science and
econom cs to specify the manner in which insurers shal
13
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calcul ate investnent inconme attributable to notor vehicle

i nsurance policies witten in this state and the manner in

whi ch such investnent incone is used in the cal culation of

i nsurance rates. Such manner shall contenplate the use of a
positive underwiting profit allowance in the rates that wll
be conpatible with a reasonable rate of return plus provisions
for contingencies. The total of the profit and contingency
factor as specified in the filing shall be utilized in
conputi ng excess profits in conjunction with s. 627.066. In
promul gating such rules, the departnent shall in all instances
adhere to and inplenent the provisions of this paragraph.

(e) The reasonabl eness of the judgnent reflected in
the filing.

(f) Dividends, savings, or unabsorbed prem um deposits
all oned or returned to Florida policyholders, nenbers, or
subscri bers.

(g) The cost of repairs to notor vehicles.

(h) The cost of nedical services, if applicable.

(i) The adequacy of | oss reserves.

(j) The cost of reinsurance.

(k) Trend factors, including trends in actual | osses
per insured unit for the insurer naking the filing.

(1) Oher relevant factors which inpact upon the
frequency or severity of clainms or upon expenses.

(3) Rates shall be deened excessive if they are likely
to produce a profit fromFlorida business that is unreasonably
high inrelation to the risk involved in the class of business
or if expenses are unreasonably high in relation to services
render ed.

(4) Rates shall be deened excessive if, anpbng other
things, the rate structure established by a stock insurance
14
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conpany provi des for repl eni shnent of surpluses from preni uns,
when such replenishnent is attributable to investnent | osses.

(5)(a) Rates shall be deened inadequate if they are
clearly insufficient, together with the investnment incone
attributable to them to sustain projected | osses and expenses
in the class of business to which they apply.

(b) The Insurance Conmi ssioner shall have the
responsibility to ensure that rates for private passenger
vehi cl e i nsurance are adequate. To that end, the departnent
shal | pronul gate rules and regul ati ons establishing standards
defining inadequate rates on private passenger vehicle
i nsurance as defined in s. 627.041(8). |In the event that the
departnment finds that a rate or rate change is inadequate, the
departnment shall order that a new rate or rate schedul e be
thereafter filed by the insurer and shall further provide
information as to the manner in which nonconpliance of the
standards may be corrected. Wen a violation of this
provi sion occurs, the departnment shall inpose an
adm nistrative fine pursuant to s. 624.4211

(6) One rate shall be deermed unfairly discrimnatory
inrelation to another in the same class if it clearly fails
to reflect equitably the difference in expected | osses and
expenses.

(7) Rates are not unfairly discrimnatory because
different premiuns result for policyholders with |ike |oss
exposures but different expense factors, or |ike expense
factors but different | oss exposures, so long as rates reflect
the differences with reasonabl e accuracy.

(8) Rates are not unfairly discrimnatory if averaged
broadl y anong nenbers of a group; nor are rates unfairly
di scrimnatory even though they are |lower than rates for
15
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nonmenbers of the group. However, such rates are unfairly
discrimnatory if they are not actuarially neasurable and
credible and sufficiently related to actual or expected | oss
and expense experience of the group so as to assure that
nonmenbers of the group are not unfairly discrimnated
against. Use of a single United States Postal Service zip code
as arating territory shall be deened unfairly discrimnatory.

(9) Inreviewing the rate or rate change filed, the
departnment may require the insurer to provide at the insurer's
expense all information necessary to evaluate the condition of
t he conpany and the reasonabl eness of the filing according to
the criteria enunerated herein.

(10) The departnent may, at any tine, review a rate or
rate change, the pertinent records of the insurer, and market
conditions; and, if the departnent finds on a prelinmnary
basis that the rate or rate change nay be excessi ve,

i nadequate, or unfairly discrimnatory, the departnent shal

so notify the insurer. However, the departnent may not

di sapprove as excessive any rate for which it has given fina
approval or which has been deened approved for a period of 1
year after the effective date of the filing unless the
departnment finds that a material misrepresentation or material
error was nmade by the insurer or was contained in the filing.
Upon being so notified, the insurer or rating organization
shall, within 60 days, file with the departnent al

informati on which, in the belief of the insurer or

organi zation, proves the reasonabl eness, adequacy, and
fairness of the rate or rate change. In such instances and in
any administrative proceeding relating to the legality of the
rate, the insurer or rating organi zation shall carry the
burden of proof by a preponderance of the evidence to show

16
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that the rate is not excessive, inadequate, or unfairly
discrimnatory. After the departnent notifies an insurer that
a rate may be excessive, inadequate, or unfairly

di scrimnatory, unless the departnent withdraws the
notification, the insurer shall not increase the rate unti
the earlier of 120 days after the date the notification was
provided or 180 days after the date of the inplenentation of
the rate. The departnent nmay, subject to chapter 120,

di sapprove without the 60-day notification any rate increase
filed by an insurer within the prohibited tinme period or
during the tinme that the legality of the increased rate is
bei ng cont est ed.

(11) In the event the departnent finds that a rate or
rate change is excessive, inadequate, or unfairly
discrimnatory, the departnent shall issue an order of
di sapproval specifying that a new rate or rate schedul e which
responds to the findings of the departnent be filed by the
insurer. The departnent shall further order for any "use and
file" filing made in accordance with paragraph (1)(b), that
prem uns charged each policyhol der constituting the portion of
the rate above that which was actuarially justified be
returned to such policyholder in the formof a credit or
refund. If the departnment finds that an insurer's rate or rate
change is inadequate, the newrate or rate schedule filed with
the departnent in response to such a finding shall be
applicable only to new or renewal business of the insurer
witten on or after the effective date of the responsive
filing.

(12) Any portion of a judgnent entered as a result of
a statutory or comon-|law bad faith action and any portion of
a judgnment entered which awards punitive danages agai nst an
17
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i nsurer shall not be included in the insurer's rate base, and
shall not be used to justify a rate or rate change. Any
portion of a settlenment entered as a result of a statutory or
common- | aw bad faith action identified as such and any portion
of a settlenent wherein an insurer agrees to pay specific
punitive damages shall not be used to justify a rate or rate
change. The portion of the taxable costs and attorney's fees
which is identified as being related to the bad faith and
punitive damages in these judgnments and settlenents shall not
be included in the insurer's rate base and shall not be
utilized to justify a rate or rate change

(13)(a) Underwriting rules not contained in rating
manual s shall be filed for private passenger autonobile
i nsurance and honmeowners' insurance.

(b) The submi ssion of rates, rating schedul es, and
rating manuals to the departnment by a licensed rating
organi zation of which an insurer is a nenber or subscriber
will be sufficient conpliance with this subsection for any
i nsurer naintaining nenbership or subscribership in such
organi zation, to the extent that the insurer uses the rates,
rati ng schedul es, and rating nanuals of such organization
Al'l such information shall be available for public inspection
upon recei pt by the departnment, during usual business hours.
(14) Any provisions of this section to the contrary

not wi t hst andi ng:

(a) A base rate filing for private passenger notor

vehi cl e i nsurance reflecting an overall statew de average

i ncrease or decrease in the rate | evel of no nore than 15

percent, above or below the insurer's rates then in effect,

shal|l not be subject to a deternination by the office that the

rate is excessive or unfairly discrinmnatory, if the filing
18
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1| does not result in a premumincrease of nore than 40 percent
2| to any policyholder as a result of the rate filing al one,

3| before taking into account changes in coverage or insured

4| value. As used in this subparagraph, the term"insurer's rates
5] then in effect" includes only rates that have been approved

6 | under this section or rates that have been deternined to be

7| lawful through adninistrative proceedi ngs or judicial

8 | proceedings, or, prior to July 1, 2003, through arbitration

9 (b)1. An insurer may not make nore than one filing

10 | under this subsection with respect to private passenger notor
11| vehicle insurance in any calendar year. A filing under this
12 | paragraph nust be made el ectronically.

13 2. This paragraph does not affect the authority of the
14 | office to di sapprove a rate as i nadequat e.

15 3. This subsection does not apply to a rate filing for
16 | a type or line of insurance for which the Ofice of Insurance
17 | Regul ation determ nes that a conpetitive market does not

18 | exist. The Financial Services Commission shall adopt rul es

19 | establishing standards for deternining whether or not a
20 | conpetitive nmarket exists for a particular type or |ine of
21| insurance. It is presuned that a conpetitive market exists
22 | unless the office establishes that a conpetitive market does
23 | not exist.
24 Section 3. Paragraph (d) of subsection (6) of section
25| 627.351, Florida Statutes, is anended to read:
26 627.351 |Insurance risk apportionnent plans.--
27 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. - -
28 (d)1. It is the intent of the Legislature that the
29 | rates for coverage provided by the corporation be actuarially
30 | sound and not conpetitive with approved rates charged in the
31| adnmitted voluntary nmarket, so that the corporation functions

19
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as a residual market nmechanismto provide insurance only when
t he i nsurance cannot be procured in the voluntary narket.
Rates shall include an appropriate catastrophe |oading factor
that reflects the actual catastrophic exposure of the

cor porati on.

2. For each county, the average rates of the
corporation for each line of business for personal |ines
residential policies excluding rates for wind-only policies
shall be no | ower than the average rates charged by the
i nsurer that had the highest average rate in that county anbng
the 20 insurers with the greatest total direct witten prem um
in the state for that line of business in the preceding year
except that with respect to nobile hone coverages, the average
rates of the corporation shall be no | ower than the average
rates charged by the insurer that had the hi ghest average rate
in that county anbng the 5 insurers with the greatest total
written prem umfor nobile hone owner's policies in the state
in the precedi ng year

3. Rates for personal lines residential w nd-only
policies nmust be actuarially sound and not conpetitive with
approved rates charged by authorized insurers. However, for
personal lines residential wind-only policies issued or
renewed between July 1, 2002, and June 30, 2003, the nmaximm
prem umincrease nmust be no greater than 10 percent of the
Fl ori da Wndstorm Underwriting Association prenmiumfor that
policy in effect on June 30, 2002, as adjusted for coverage
changes and seasonal occupancy surcharges. The personal |ines
residential wind-only rates for policies issued or renewed by

the corporation effective July 1, 2003, nust be no greater
than 20 percent of the premiumfor that policy in effect on

June 30, 2003, as adjusted for coverage charges and seasona
20
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occupancy surchar ges based—en—a+ate—ttHngbythe—corporation
hied it hied ot I I
- et I I L o I

iAsurers. Corporation rate nmanuals shall include a rate
surcharge for seasonal occupancy. To ensure that persona
lines residential wind-only rates effective on or after July
1, 2003, are not conpetitive with approved rates charged by
aut hori zed insurers, the corporation, in conjunction with the

of fice, shall develop a wind-only ratenmaki ng net hodol ogy,

whi ch net hodol ogy shall be used by the corporation in a rate

filing nade with the office prior to January 1, 2004. |f the

office thereafter deternmines that the wind-only rates and

rating factors filed by the corporation fail to conply with

the wi nd-only ratenmaki ng net hodol ogy provided for in this

subsection, it shall notify the corporation and require the

corporation to anend its rates or rating factors in its next

rate filing. The office nust report to the President of the

Senat e and Speaker of the House of Representatives by March 1,

2004, on the provisions of the new wi nd-only ratenaking

net hodol ogy. the—departrwent—by—Mvareh—t—of—each—year—shatt+

provi-de—the—corporation,—foer—each—ecounty—+n—which—there—are

21
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4., Rates for commercial |ines coverage shall not be
subj ect to the requirenents of subparagraph 2., but shall be
subject to all other requirenents of this paragraph and s.
627.062.

5. Nothing in this paragraph shall require or allow
the corporation to adopt a rate that is inadequate under s.
627.062.

6. The corporation shall certify to the office at

| east twice annually that its personal lines rates conply with

the requirenents of subparagraphs 1. and 2. |f any adj ustnent

in the rates or rating factors of the corporation is necessary

to ensure such conpliance, the corporation shall nake and

i mpl erent such adjustnents and file its revised rates and

rating factors with the office. If the office thereafter

determ nes that the revised rates and rating factors fail to

conply with the provisions of subparagraphs 1. and 2, it shal

notify the corporation and require the corporation to amend

its rates or rating factors in conjunction with its next rate

filing. The office nust notify the corporation by electronic

neans of any rate filing it approves for any insurer anong the

insurers referred to in subparagraph 2. reke—a—rate—FHHngat
Feast—once—a—year—but—no—rnere—often—thanqguarterty—
22
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7. In addition to the rates otherw se deterni ned
pursuant to this paragraph, the corporation shall inmpose and

coll ect an anpbunt equal to the premumtax provided for in s.
624.509 to augnent the financial resources of the corporation
8.a. To assist the corporation in devel opi ng

addi ti onal ratemaking nethods to assure conpliance with

subparagraphs 1. and 4., the corporation shall appoint a rate

net hodol ogy panel consisting of one person recomended by the

Fl ori da Associ ation of |Insurance Agents, one person

reconmrended by the Professional |nsurance Agents of Florida,

one person recommended by the Florida Association of |Insurance

and Financi al Advisors, one person reconmended by the insurer

with the highest voluntary market share of residential

property insurance business in the state, one person

reconmended by the insurer with the second-hi ghest voluntary

nmar ket share of residential property insurance business in the

state, one person reconnmended by an insurer witing commercia

residential property insurance in this state, one person

reconmrended by the Ofice of |Insurance Regul ati on, and one

board nenber designated by the board chairnman, who shall serve

as chai rman of the panel

b. By January 1, 2004, the rate nethodol ogy pane

shal|l provide a report to the corporation of its findings and

reconmendations for the use of additional ratenaking nethods

and procedures, including the use of a rate-equalization

surcharge in an anount sufficient to assure that the total

cost of coverage for policyholders or applicants to the

corporation is sufficient to conply with subparagraph 1

c. Wthin 30 days after such report, the corporation

shal|l present to the President of the Senate, the Speaker of

t he House of Representatives, the ninority party | eaders of
23
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each house of the Legislature, and the chairs of the standing

comm ttees of each house of the Legislature having

jurisdiction of insurance issues, a plan for inplenenting the

addi ti onal ratemaki ng nethods and an outline of any

| egi slation needed to facilitate use of the new net hods.

d. The plan nmust include a provision that producer

conmi ssions paid by the corporation shall not be calculated in

such a manner as to include any rate-equalization surcharge.

However, without regard to the plan to be developed or its

i mpl enrent ation, producer conmi ssions paid by the corporation

for each account, other than the quota share prinmary insurance

program shall remain fixed as to percentage, effective rate,

cal cul ati on, and paynent nethod, as these were in effect on
January 1, 2003.
9. By January 1, 2004, the corporation shall develop a

notice to policyholders or applicants that the rates of

Citizens Property Insurance Corporation are intended to be

hi gher than the rates of any adnitted carrier and providing

other information the corporation deens necessary to assi st

consuners in finding other voluntary adnitted insurers willing

to insure their property.
Section 4. This act shall take effect July 1, 2003.

24
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STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE SUBSTI TUTE FOR
Senate Bill 1308

commttee substitute does the foll ow ng:

Provi des an exception to the current requirenents for

i nsurance rate filings for proPerty and casualty insurers
honeowners, commercial property, Conmercial mnultiperil,

and conmercial and professional "[iability coveragesb and
private passenger notor vehicle insurers’to make a base
rate filing reflecting an overall statew de average

i ncrease of decrease of no nore than 15 percent, above or
below the insurer's rates then in fect, which woul d not
be sub{ect to approval by the Offjce of Insurance

Regul ati on (CXFE, provided that t filing does not
reSult in a premumincrease to a pol i cyhol der of nore

than 40 percent.

e
i C
he
ny

Provi des that insurers could not make nore than one rate
filing under the above provision with resggct to any one
cl ass™of _insurance_in any cal ender year. cl udes nedi ca
mal practice rate filings:

Repeal s the current provision that allows roPerty and
casualty insurers to submt a rate filing that haS been
di sapproved by the OR to an arbitrati on panel

Requires that personal |ines residential wi nd-only rates

for the Ctizens Property Insurance Corporation
(CGitizens) nmust be no greater than 20 percent of the
premumfor that policy in effect on June, 30, 2003, as
adj usted for coverage changes and seasonal occupancy
sur char ges.

Provides that Citizens shall_develoB, in conjunction with
the OR a wnd-only ratemaki ng net hodol ogy which nust be
used in the Citizen"s rate filing prior to January 1,
2004. Requires Citizens to revisé Its rates to conply.
with the mnnd-onIY r at enaki ng nethodologles i f determ ned
Rﬁ OR Requires the OR to feport to the Legislature by
rch 1, 2004, of the new wind-only ratenakin ]
nethodolo?K. Require Ctizens to certify to OR twce
annual |'y at its rates for honeowners policies and
simlar” coverages are not conpetitive with approved rates
charged by insurers (in the admtted voluntary narket
and that its rates in a particular countx_be no | ess than
the average rate of an inhsurer with the hi ghest average
rates in that county, fromanong the 20 inSurers with'the

greatest statew de market share

Requires citizens to appoint a Rate thhodoIoPy Panel to
devel op additional ratenaking nethods to conp wth the
rate conpari son standard; speéecifies apB0|ntnen S;
requi res that by JanuarY 1, 2004, the Panel provide a
report to Citizens of its tindings and recomendati ons.
Regulres Citizens to present a plan for inplenenting the
addi tional _ ratemaki ng nethods to the Legislature, and

ot her specified parties, wthin 30 days of the Panel's

report.
P 25
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- Provides that the plan include a provision that producer
conmm ssions paid by Citizens nmust not be calculated to
i ncl ude anY rate equalization surcharges, and makes .
per manent the_anount and net hod of producer conpensation
in effect on January 1, 2003. Provides for a notice to be
attached to all Citizens' policies, applications, and
renewal prem uns.
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