Fl ori da Senate - 2007 SB 1730

By Senator Lawson

6- 1478- 07

1 A Dbill to be entitled

2 An act relating to title insurance rates;

3 anending s. 627.783, F.S.; authorizing title

4 insurers and rating organi zations to petition
5 the O fice of Insurance Regul ation for specific
6 rate devi ations or special coverage in addition
7 to adopted premnmiuns; providing procedures for
8 the filing and review of petitions and rel ated
9 forms; requiring insurers and rating

10 organi zations to establish and use rates,

11 rati ng schedul es, or rating manuals that will
12 allow a reasonable rate of return on premn uns
13 written in this state; requiring that insurers
14 file such rates, rating schedul es, and rating
15 manual s with the office according to certain
16 procedures; requiring the office to issue a

17 notice of intent to approve or disapprove a

18 filing within a specified period after the

19 office receives the filing; providing that a
20 filing is deenmed approved if the office does
21 not issue the required notice within a
22 specified period; requiring the office to state
23 its reasons for disapproval with specificity;
24 requiring the office to review a petition to
25 deternmine if it is excessive, inadequate, or
26 unfairly discrimnatory; requiring the office
27 to consider certain factors when reviewi ng a
28 petition; providing standards on which the
29 office may base a finding that a rate is
30 excessive, inadequate, or unfairly
31 discrimnatory; requiring insurers to provide
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1 the office with certain information upon the

2 of fice's request; authorizing the office to

3 review certain information at any tine to

4 deternmine if a previously filed rate is

5 excessive, inadequate, or unfairly

6 di scrim natory; providing procedures for

7 di sapproval of such a rate; prohibiting the

8 of fice from di sapproving certain rates as

9 excessive unl ess certain extenuating

10 circunstances exist; requiring that the office
11 give notice to the insurer if the office finds
12 on a prelimnary basis that an existing rate is
13 excessive, inadequate, or unfairly

14 di scrimnatory; providing that the insurer may
15 submit certain information in support of such a
16 rate; prohibiting an insurer fromaltering such
17 a rate for a specified period after receiving
18 notice; requiring the office to issue an order
19 of disapproval if it finds that a rate is
20 excessive, inadequate, or unfairly
21 di scrimnatory; providing that an insurer may
22 demand arbitration of a rate instead of an
23 admi ni strative hearing; providing requirenents
24 and procedures for arbitration of rate filings;
25 requiring the office and the insurer to treat
26 the decision of the arbitrators as a fina
27 ruling regardi ng the approval or disapproval of
28 a filing; providing for paynent of arbitration
29 costs; requiring the office to adopt rules;
30 providing for a waiver of certain rights by the
31 i nsurer upon the inception of arbitration
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1 provi di ng an exception to such waiver;

2 aut hori zing the Financial Services Comni ssion

3 to adopt rules; providing an effective date.

4

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

6

7 Section 1. Subsection (1) of section 627.783, Florida
8| Statutes, is anmended, and subsections (3) and (4) are added to
9| that section, to read:

10 627.783 Rate deviation.--

11 (1) Atitle insurer or rating organization my

12| petition the office for an order authorizing a specific

13| deviation fromthe adopted premiumor for special coverage in
14| addition to the adopted premunms, and a title insurer or title
15| insurance agent may petition the office for an order

16| authori zi ng and—permtting a specific deviation above the

17| reasonabl e charge for related title services rendered as

18| specified in s. 627.782(1). The petition nust shatkH be sworn,
19| in witing, and swern—te—and—shall set forth allegations of
20| fact upon which the petitioner will rely, including the

21| petitioner's reasons for requesting the deviation. |f

22| appropriate, any related formmust be filed pursuant to s.

23| 627.777 and reviewed concurrently with the petition. Any

24| authorized title insurer, agent, or agency nay join in the

25| petition for H¥e authority to deviate or may file a separate
26| petition praying for simlar H¥ke authority or opposing the
27| deviation. The office shall rule on all such petitions

28| simultaneously. The rates and forns approved pursuant to this
29| section shall be available for an additional charge when a

30| title policy is provided.

31
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(3) As to all such petitions for deviations or specia

cover age:
(a) Insurers or rating organizations shall establish

and use rates, rating schedules, or rating manuals that will

allow the insurer a reasonable rate of return on preni uns

witten in this state. Insurers and rating organi zati ons nust

file a copy of all rates, rating schedules, rating nmanuals,

and any changes thereto with the office using the foll ow ng

procedure:
1. The filing nmust be nade at | east 90 days before the

proposed effective date and the filing may not be inpl enented

during the office's review of the filing, any resulting

proceeding, or any judicial review. The office shall finalize

its review by issuing a notice of intent to approve or _a

notice of intent to di sapprove within 90 days after receipt of

the filing. The notice of intent to approve and the notice of

intent to disapprove constitute agency action for purposes of

chapter 120. Requests for supporting information, requests for

mat hematical _or nechanical corrections, or notification to the

insurer by the office of its prelimnary findings do not tol

the 90-day period during any such proceedi ngs and subseguent

judicial review

2. The rate shall be deened approved if the office

does not issue a notice of intent to approve or a notice of

intent to disapprove within 90 days after receipt of the

filing. If the office issues a notice of intent to di sapprove,

it must state with specificity its reasons for disapproval.

(b) Upon receiving a petition for deviation, the

office shall review it to determine if it is excessive,

i nadequate, or unfairly discrimnatory. In nmaking that

determ nation, the office shall, in accordance with generally
4
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accepted and reasonabl e actuarial techni gues, consider the

factors specified in s. 627.782(2).

(c) After consideration of the rate factors descri bed

in paragraph (b)), the office may find a rate to be excessive,

i nadequate, or unfairly discrimnatory based upon the

foll owi ng standards:

1. Rates shall be deened excessive if they are likely

to produce a profit frombusinesses in this state which is

unreasonably high in relation to the risk involved in the

title business or if expenses are unreasonably high in

relation to services rendered.

2. Rates shall be deened inadequate if they are

clearly insufficient, together with the investnent incone

attributable to them to sustain projected | osses and expenses

in the title of business to which they apply.

(d) Wien reviewing a rate filing, the office may

require the insurer to provide at the insurer's expense al

information necessary to evaluate the condition of the conmpany

and the reasonabl eness of the filing according to the criteria

enunerated in this section.

(e) The office may at any tine review a rate, rating

schedul e, rating manual , rate change, pertinent records of the

insurer, or market conditions. |If the office finds on a

prelimnary basis that a rate nmay be excessive, inadequate, or

unfairly discrimnatory, the office shall initiate proceedi ngs

to di sapprove the rate and shall imediately notify the

insurer. However, the office 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 yvear after the

effective date of the filing unless the office finds that a

mat erial _m srepresentation or material _error was nade by the
5
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insurer or in the filing. Upon being so notified, the insurer

or _rating organization shall, within 60 days, file with the

office all information that, in the belief of the insurer or

organi zation, proves the reasonabl eness, adequacy, and

fairness of the rate or rate change. The office shall issue a

notice of intent to approve or a notice of intent to

di sapprove pursuant to the procedures of paradraph (a) within

90 days after receipt of the insurer's initial response. In

such instances and in any administrative proceeding relating

to the legality of the rate, the insurer or rating

organi zati on has the burden of proof by a preponderance of the

evidence to show that the rate i s not excessive, inadequate,

or_unfairly discrimnatory. After the office notifies an

insurer that a rate may be excessive, inadequate, or unfairly

discrimnatory, unless the office withdraws the notification

the insurer may not alter the rate except to conformwth the

office's notice until the earlier of 120 days after the date

the notification was provided or 180 days after the date of

the i nplenentation of the rate. The office nmay, subject to

chapter 120, disapprove w thout the 60-day notification any

rate increase filed by an insurer within the prohibited tine

period or during the tinme that the legality of the increased

rate is being contested.

(f) If the office finds that a rate or rate change is

excessive, inadequate, or unfairly discrimnatory, the office

shall issue an order of disapproval ordering the insurer to

file a newrate or rate schedule that responds to the findings

of the office. |If the office finds that an insurer's rate or

rate change is inadequate, the new rate or rate schedule filed

with the office in response to such a finding applies only to

6
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new or_renewal business of the insurer witten on or after the

effective date of the responsive filing.

(d) After any action with respect to a rate filing

whi ch constitutes agency action for purposes of chapter 120,

an _insurer may, in lieu of demandi ng a hearing under_s.

120.57, require arbitration of the rate filing. Arbitration

shal|l be conducted by a board of arbitrators consisting of an

arbitrator selected by the office, an arbitrator sel ected by

the insurer, and an arbitrator selected jointly by the other

two _arbitrators. Fach arbitrator nust be certified by the

Anerican Arbitration Association. A decision is valid only

upon the affirmative vote of at |least two of the arbitrators.

An_arbitrator nmay not be an enpl oyee of any insurance

requlator, requlatory body, or any insurer, reqgardless of

whet her the enploying insurer does business in this state. The

office and the insurer nust treat the decision of the

arbitrators as the final ruling regarding the approval or

di sapproval of a rate filing. Costs of arbitration shall be

paid by the insurer.

1. Arbitration under this subsection shall be

conducted pursuant to the procedures specified in ss. 682.06

and 682.10. Either party nmay apply to the circuit court to

vacate or nodify the decision pursuant to s. 682.13 or s.

682.14. The office shall adopt rules for arbitration under

this subsection which may not be inconsistent with the

arbitration rules of the American Arbitration Association as

of January 1, 1996.

2. Upon initiation of the arbitration process, the

insurer waives all rights to challenge the action of the

office under chapter 120 or any other provision of |aw

however, such rights are restored to the insurer if the
7
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arbitrators fail to render a decision within 90 days after

initiation of the arbitrati on process.

(4) The Financial Services Commi ssion nmay adopt rules

to adninister this section. These rules shall protect the

interests of insureds, title insurers, title insurance agents,

and the public, and nust be in substantial conpliance with

policy and endorsenent fornms approved by the Anerican Land

Title Association (ALTA) relating to title insurance.
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1 R S I R I S I S

2 SENATE SUMVARY

3 Aut hori zes title insurers and rating organi zations to
petition the O fice of Insurance Regul ation for specific

4 rate devi ations or special coverage in addition to
adopt ed Preniuns. Provi des procedures for the filing and

5 reV|eW 0 pet|t|ons and related forns. Requires insurers
and rat|n% an|zat|ons to establish and use rates,

6 rati ng sched or rating manuals that will all ow a
reasonabl e rate of return on deviations witten in this

7 state. Requires that insurers file such rates, rating
schedul es, and rating manuals with the office according

8 to certain procedures. Requires the office to issue a
notice of intent to approve or disapprove a filin? within

9 a specified period after the office receives the filing.
Provides that a filing nust be deened approved if the

10 of fice does not issue the required notice within a
specified period. Requires the office to state its

11 reasons for disapproval with specificity. Requires the
office to review a petition to determne if it is

12 excessive, inadequate, or unfairly discrimnatory.
Requi res the office to consider certain factors when

13 reviewing a petition. Provides standards on which the
office may base a f|nd|ng that a rate i s excessive,

14 i nadequate, or unfairly iscrininator¥. Requi res i nsurers
to provide the office with certain information upon the

15 office's request. Authorizes the office to review certain
information at any time to determne if a reviously

16 filed rate is excessive, inadequate, or airly
di scri m natory. Provi des procedures for d|sapproval of

17 such a rate. Prohibits the office from di sapproving
certain rates as excessive unless certain extenuating

18 circunstances exist. Requires that the office give notice
to the insurer if the office finds on a prelimnary basis

19 that an existing rate is excessive, inadequate, or
unfairly discrimnatory. Provides that the insurer may

20 submt certain information in support of such a rate.
Prohi bits an insurer fromaltering such a rate for a

21 specified period after receiving notice. Requires the
office to Issue an order of disapproval if it finds that

22 a rate is excessive, inadequate, or unfairly
di scrimnatory. Provides that an insurer may demand

23 arbitration of a rate instead of an adm nistrative
heari ng. Provides requirenents and procedures for

24 arbitration of rate filings. Requires the office and the
insurer to treat the decision of the arbitrators as a

25 final ruling regarding the approval or disapproval of a
filing. Provides for paynent of arbitration costs.

26 Requires the office to adopt rules. Provides for a waiver
of certain rights by the insurer upon the inception of

27 arbitration. Provides an exception to such waiver.
Aut hori zes the Financial Services Conm ssion to adopt

28 rul es.

29

30

31
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