Fl ori da Senate - 2007 SB 2004

By Senator Fasano

11- 1178A- 07

1 A Dbill to be entitled

2 An act relating to title insurance; anmending s.
3 627.777, F.S.; requiring title insurers to nmake
4 annual filings regarding prem umrates;

5 requiring the Office of Insurance Regulation to
6 review the rate filings in order to determne

7 if arate is excessive, inadequate, or unfairly
8 di scrim natory based upon certain standards;

9 requiring the office to consider certain

10 factors when reviewing a rate filing;

11 authorizing the office to require an insurer to
12 provi de certain information to the office at

13 the insurer's expense as part of the rate

14 review, authorizing the office to review a rate
15 at any tine; requiring the office to foll ow

16 certain procedures when approving or

17 di sapproving rates; requiring the office to

18 order the return of excess premumto

19 policyholders in the formof a credit or
20 refund; providing requirements regarding the
21 contents of rate filings; defining the term
22 "actuary"; providing exenptions to filing
23 deadl i nes; authorizing the office to enforce
24 specific penalties if an insurer fails to
25 timely make a rate filing; requiring that title
26 i nsurers, agencies, and agents make an annua
27 filing of certain statistical data before a
28 speci fied deadline; authorizing the Financia
29 Servi ces Conm ssion to adopt rules; anmending s.
30 627.780, F.S.; prohibiting a person from
31 knowi ngly quoting, charging, accepting,
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1 collecting, or receiving a premumfor title

2 i nsurance unl ess the premiumis approved by the

3 office; repealing s. 627.782, F.S., relating to

4 t he adoption of rates by the Financial Services

5 Commi ssion; repealing s. 627.783, F.S.

6 relating to provisions authorizing a deviation

7 froman adopted prem um upon approval by the

8 of fice; providing an effective date.

9
10| Be It Enacted by the Legislature of the State of Florida:
11
12 Section 1. Section 627.777, Florida Statutes, is
13| amended to read:
14 627.777 Filing; approval of forns.--
15 (1) Atitle insurer nmay not issue or agree to issue
16| any formof title insurance comritnent, title insurance
17| policy, other contract of title insurance, or related form
18| until it is filed with and approved by the office. The office
19| may not disapprove a title guarantee or policy formon the
20| ground that it has on it a blank formfor an attorney's
21| opinion on the title.
22 (2) Each title insurer shall nake an annual filing
23| with the office no later than 12 nonths after its previous
24| filing, denpnstrating that the rate is actuarially sound.
25| Rates for the required filing nust include the charges for
26| primary title services and related title services as defined
27| in_s. 627.7711
28 (a) Upon receiving a rate filing, the office shal
29| review the rate filing to deternmine if the rate is excessive,
30| inadequate, or unfairly discrimnatory. In making that
31| determination, the office shall, in accordance with generally

2

CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

Fl ori da Senate - 2007 SB 2004
11- 1178A-07

accepted and reasonabl e actuarial principles and techni ques,

consider the follow ng factors:

1. Past and prospective |oss experience within and

without this state.

2. FEach title insurer's | oss experience and

prospective | oss experience under closing protection letters

and policy liabilities.

3. A reasonable margin for underwiting profit and

contingencies, including contingent liability under_ s.

627.7865, sufficient to allowtitle insurers, agents, and

agencies to earn a rate of return on their capital which wll

attract and retain adequate capital investnment in the title

insurance business and naintain an efficient title insurance

delivery system

4. Past expenses and prospective expenses for

adm ni stration and handling of risks.

5. Liability for defalcation.

6. The degree of conpetition ampbng insurers for the

ri sk insured.

7. lnvestnent incone reasonably expected by the

insurer, consistent with the insurer's investnent practices,

frominvestable premuns anticipated in the filing, plus any

ot her expected incone fromcurrently invested assets

representing the anpunt expected on unearned prem umreserves

and | oss reserves. The conmi ssion may adopt rul es using

reasonabl e techni gues of actuarial science and econonics to

specify the manner in which insurers nust cal cul ate investnent

incone attributable to such classes of insurance witten in

this state and the manner _in which such investnent incone nust

be used in the calculation of insurance rates. The nmanner of

calculation shall contenplate allowances for an underwiting
3
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profit factor and investnent inconme that produce a reasonabl e

rate of return; however, investnent inconme from.invested

surplus nust not be consi dered.

8. The reasonabl eness of the judgnent reflected in the

filing.
9. Dividends, savings, or unabsorbed pren um deposits

allowed or returned to Florida policyholders, nenbers, or

subscribers.

10. The adequacy of |o0ss reserves.

11. The cost of reinsurance.

12. Trend factors, including trends in actual |osses

per insured unit for the insurer nmaking the filing.

13. O her relevant factors that affect the frequency

or_severity of clains or upon _expenses.

(b) After consideration of the rate factors provided

in paragraph (a), a rate may be found by the office to be

excessive, inadequate, or unfairly discrimnatory based upon

the follow ng standards:

1. Rates shall be deened excessive if they are likely

to produce a profit fromFlorida business which is

unreasonably high in relation to the risk involved in the

class of business or if expenses are unreasonably high in

relation to services rendered.

2. Rates shall be deened excessive if, anpng other

things, the rate structure established by a stock insurance

conpany provides for replenishnent of surpluses from prem uns,

when the replenishment is necessitated by investnent | osses.

3. Rates shall be deened inadequate if the rates and

the investnent incone attributable to themare clearly

insufficient to sustain projected | osses and expenses in the

class of business to which they apply.
4
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4. A rate shall be deened inadequate as to the prem um

charged to a risk or group of risks if discounts or credits

that exceed a reasonable reflection of expense savings and

reasonably expected | oss experience fromthe risk or group of

risks are all owed.

5. A rate shall be deened unfairly discrimnatory as

to a risk or group of risks if the application of prem um

di scounts, credits, or surcharges ampng such risks does not

bear a reasonable relationship to the expected |l oss and

expense _experience anpng the various risks.

(c) Inreviewing 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.

(d) The office may at any tinme review a rate, rating

schedul e, rating manual, or rate change; the pertinent records

of the insurer; and market conditions. |If the office finds on

a prelimnary basis that a rate may be excessive, inadequate,

or unfairly discrimnatory, the office shall initiate

proceedi ngs to di sapprove the rate and shall 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

insurer or was contained in the filing. Upon being notified,

the insurer shall, within 60 days, file with the office al

information that, in the belief of the insurer, proves the

reasonabl eness, adequacy, and fairness of the rate or rate

change. The office shall issue a notice of intent to approve
5
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or a notice of intent to disapprove pursuant to the procedures

of paragraph (a) within 90 days after receipt of the insurer's

initial response. In such instances and in _any adm nistrative

proceeding relating to the legality of the rate, the insurer

or _rating organi zation has the burden of proof to show by a

preponderance of the evidence that the rate i s not excessive,

i nadequate, or unfairly discrimnatory. After the office

notifies an insurer that a rate may be excessive, inadeguate,

or _unfairly discrimnatory, unless the office wthdraws the

notification, the insurer may not alter the rate except to

conformwith 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 inplenentation of the rate. The office nmay,

subject to chapter 120, di sapprove wi thout the required 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 being contested.

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

excessive, inadequate, or unfairly discrimnatory, the office

shall issue an order of disapproval specifying that a newrate

or rate schedule that responds to the findings of the office

be filed by the insurer. The office shall further order that

premi uns_charged to each policyholder 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 office finds that a 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 new

or_renewal business of the insurer witten on or after the

effective date of the responsive filing.
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(f) Wien subnitting a rate filing, the chief executive

officer or the chief financial officer of the title insurer

and the chief actuary of the title insurer nust certify the

following information on a form approved by the conmm Ssion,

under oath and subject to penalty of perjury:

1. The signing officer and actuary have revi ewed the

rate filing;

2. Based on the know edge of the signing officer and

actuary, the rate filing does not contain any untrue statenent

of a material fact or omt a material fact necessary to nmke

the statenents not misleading, in light of the circunstances

under _whi ch such statenents were nade

3. Based on the know edge of the siagning officer and

actuary, the information and other factors described in this

section, including, but not limted to, investnent incone,

fairly present the basis of the rate filing in all materia

respects for the periods presented in the filing; and

4. Based on the know edge of the signing officer and

actuary, the rate filing reflects all prem um savings that are

reasonably expected to result froml eqgislative enactnents and

are in accordance with generally accepted and reasonabl e

actuarial techni ques.

A signing officer or actuary who knowi ngly nekes a false

certification under this subsection commts a violation of s.

626.9541(1)(e) and is subject to the penalties prescribed in

S. 626.9521. Failure to provide such certification by the

officer and actuary shall result in the rate filing being

di sapproved wi thout prejudice. Under such circunstances, the

insurer or rating organization may refile its rate filing with

the required certification. As used in this paragraph, the
7
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term "actuary" neans an individual who is a nenber of the

Soci ety of Actuaries or the Anerican Acadeny of Actuaries.

(q) If, at the tinme a filing is required under this

section, an insurer is in the process of conpleting a rate

review, the insurer may apply to the office for an extension

of up to an additional 30 days to make the filing. The reguest

for an extension nust be received by the office no |later than

the date the filing is due.

(h) After receiving a request to be exenpted fromthe

provisions of this section before the filing is due, the

office may, due to insignificant nunbers of policies in force

or insignificant prem um volunme, exenpt a conpany fromfiling

rates or rate certification as required by this section.

(i) If an insurer fails to neet the filing

requirenents of this subsection and does not submt the filing

within 60 days following the date on which the filing is due,

the office may, in addition to any other penalty authorized by

|law, order the insurer to discontinue the issuance of policies

for which the required filing was not nmade until such tine

that the office deternmines that the required filing has been

subm tted properly.

(3) Each title insurer, agency, and agent shall nake

an_annual filing of statistical data for related title

services as defined in s. 627.7711 with the office no |ater

than 12 nonths after its previous filing. The commi ssion may,

by rule, require title insurers, agencies, or_agents under

this part to annually submt statistical information,

including | oss and expense data, as the office determ nes to

be necessary to analyze premumrates, retention rates, and

the condition of the title insurance industry.
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1 (4) The commission may establish procedures for the

2| required filings by rule.

3 Section 2. Subsection (1) of section 627.780, Florida

4| Statutes, is anended to read:

5 627.780 I1llegal dealings in risk premum--

6 (1) A person may not know ngly quote, charge, accept,

7| collect, or receive a premiumfor title insurance other than

8| the prenmium approved by the office adeptedbythe—comrssion.

9 Section 3. Section 627.782, Florida Statutes, is

10| repeal ed.

11 Section 4. Section 627.783, Florida Statutes, is

12| repeal ed.

13 Section 5. This act shall take effect January 1, 2008

14

15 R S I R R S I R I

16 SENATE SUMVARY

17 Requires title insurers to make annual filings regarding
premiumrates. Requires the Ofice of Insurance

18 Regul ation to review the rate filings to deternine if a
rate i s excessive, inadequate, or unfairly discrimnatory

19 based upon certain standards. Requires the office to
consider certain factors when reviewing a rate filing.

20 Aut hori zes the office to require an insurer to provide
certain information to the office at the insurer's

21 expense as part of the rate review. Authorizes the office
to review a rate at any tine. Requires the office to

22 foll ow certain procedures when approving or disapproving
rates. Requires the office to order the return of excess

23 premiumto policyholders in the formof a credit or
refund. Provides requirenments regardi ng the contents of

24 rate filings. Provides definitions. Provides exenptions
to filing deadlines. Authorizes the office to enforce

25 specific penalties if an insurer fails to tinmely nmake a
rate filing. Requires title insurers, agencies, and

26 agents to make an annual filing of certain statistica
data before a specified deadline. Authorizes the

27 Fi nanci al Services Conm ssion to adopt rules. Provides
that a person may not know ngly quote, charge, accept,

28 collect, or receive a premumfor title insurance unless
the premumis aﬁproved by the office. Repeals s.

29 627.782, F.S., I ch provides for adoption of rates.
Repeals s. 627.783, F.S., which provides for deviation

30 fromthe adopted preniun1upon approval of the office.

31
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