Florida Senate - 2003 SB 204
By Senator M| er

18-242-03
1 A bill to be entitled
2 An act relating to the use of credit reports by
3 insurers; creating s. 626.9741, F.S.
4 specifying that the act's purpose is to
5 regulate and linmt the use of credit reports by
6 insurers for underwiting and rating purposes;
7 speci fying the types of insurance to which the
8 section applies; defining terns; requiring
9 insurers to notify applicants and insureds of
10 the use of credit reports and to provide a copy
11 of the credit report; prohibiting insurers from
12 nmaki ng adverse underwiting decisions based on
13 certain credit information or under certain
14 ci rcunstances; authorizing the Financi al
15 Servi ces Conmi ssion to adopt rules; requiring
16 the Ofice of Insurance Regul ation to approve
17 an insurer's nethodol ogy for using credit
18 reports and to conduct a study of the use of
19 credit reports for underwiting and rating
20 pur poses; providing for application; providing
21 an effective date.
22
23| Be It Enacted by the Legislature of the State of Florida:
24
25 Section 1. Section 626.9741, Florida Statutes, is
26 | created to read:
27 626. 9741 Use of credit reports by insurers.--
28 (1) The purpose of this section is to regulate and
29| limt the use of credit reports by insurers for underwiting
30| and rating purposes. This section applies only to persona
31| lines notor vehicle insurance and honmeowner's insurance.
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(2) As used in this section, the term

(a) "Adverse underwiting decision" neans a deci sion

to deny or nonrenew a policy of insurance, to issue a policy

with exclusions or restrictions, or to i ncrease the rates or

prem um charged for the policy of insurance

(b) "Credit report" nmeans any witten, oral, or other

communi cation of any information by a consuner reporting

agency, as defined in the Federal Fair Credit Reporting Act,

15 U.S.C. ss.1681, et seq., bearing on a consuner's credit

wort hi ness, credit standing, or credit capacity, which is used

or expected to be used or collected as a factor to establish a

person's eligibility for credit or insurance or any other

pur pose aut hori zed pursuant to the applicable provision of the

Federal Fair Credit Reporting Act.

(3) An insurer nust notify the applicant or insured,

inwiting, prior to requesting a credit report, that a credit

report is being requested and may be used for underwiting or

rati ng purposes. An insurer that nakes an adverse underwiting

deci si on based upon a credit report nust provide, or designate

athird party to provide, a copy of the credit report to the

applicant or insured and nust identify the specific itens in

the credit report which resulted in the adverse underwriting

deci si on.
(4)(a) An insurer may not nmke an adverse underwriting

deci sion sol ely because of credit infornation contained in a

credit report.

(b) An insurer may not make an adverse underwiting

deci si on based on

1. The absence of, or an insufficient, credit history;

2. The nunber of credit reports or credit inquiries

requested or nade regardi ng the applicant or insured;
2
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3. Credit problenms resulting fromnedical bills; or

4. Any other special circunmstance that the Financial

Servi ces Conmmi ssion deternmines, by rule, does not pose an

i ncreased i nsurance ri sk.

(c) An insurer may not request a credit report based

upon the race, color, creed, narital status, gender, or

national origin of the applicant or insured.

(5) An insurer may not use a credit report as an

underwiting or rating factor unless the insurer provides the

O fice of Insurance Regul ation sufficient information for the

office to determne that the nethodol ogy used by the insurer

reasonably predicts the insurance risk posed by the applicant

or insured and that the weight given to the credit information

is reasonable conpared to other factors affecting insurance

risk. Any prenmiumincrease inposed by an insurer based on

credit information contained in a credit report nust be

consistent with the rates filed with and approved by the

O fice of Insurance Regul ation pursuant to the applicable

i nsurance rating | aws and rul es.

(6) An insurer may not refuse to renew a policy or

i npose a prenmiumincrease due to credit information contained

in acredit report until the insured has had an opportunity to

correct any errors in the credit report, as provided in this

subsection. The insurer nust notify the insured that he or she

may correct or question the accuracy of the information on

whi ch the nonrenewal or premiumincrease is based within 10

days after receiving a copy of the credit report required to

be provided by subsection (3). If, within such period, the

insured notifies the insurer or a third party desi gnated by

the insurer, in witing, that the insured questions the

accuracy of the credit informati on on which the nonrenewal or
3
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prem umincrease was based, the nonrenewal or prem umincrease

may not take effect until 30 days after the accuracy of the

credit informati on has been verified and conmuni cated to the

insured. An insured nust cooperate in any such investigation

The insurer may nonrenew the policy or inpose the prem um

increase if the insured fails to respond to rel evant questions

regarding the investigation within 15 days after witten

notice to the insured.

(7) The Financial Services Commi ssion may adopt rul es

to adm ni ster this section.

Section 2. The Ofice of Insurance Regul ati on shal

conduct a study of the use of credit information as an

underwiting and rating factor. The study shall eval uate and

determ ne the increased risk of insurance |oss posed by an

individual's credit worthiness, credit standing, or credit

capacity, and the appropriate weight that should be given to

such factors in deternmining insurability in conjunction with

other risk factors.
Section 3. This act shall take effect January 1, 2004,
and applies to policies issued or renewed on or after that

dat e.
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SENATE SUMVARY

Requires that an insurer notifY | icant or insured
of the use of a credit report fo esta [ish the person's
eligibility for credit or_ insurance. Prohibits the use of
specified credit information to make an adverse
underwiting decision. Requires that an insured be given
an opPortunlty to correct or question any errors ina
credit report. Requires that the Ofice of Insurance
Regul ati on aPprove an insurer's nethodology for using
credit reports. Authorizes the Financial Services
Conmm ssion to adopt rules. (See bill for details.)
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