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HB 0987

CHAMBER ACTI ON

The Conmittee on |Insurance recommends the follow ng:

Committee Substitute
Renmove the entire bill and insert:
A Dbill to be entitled

An act relating to the use of credit reports and credit

scores by insurers; creating s. 626.9741, F.S.; specifying
a purpose to regulate and limt the use of credit reports

and credit scores by insurers for underwiting and rating

pur poses; specifying application to types of insurance;
defining terns; requiring that an insurer identify the
items in a credit report which resulted in an adverse
deci sion; prohibiting an insurer from nmaki ng an adverse
deci sion based solely on a credit report or score or

certain other factors; authorizing insurers to use the

nunber of credit inquiries for certain purposes; providing

exceptions; requiring an insurer to provide a neans for

appeal to an applicant or insured under certain

ci rcunst ances; prohibiting the use of a credit report or

score under certain circunstances; authorizing the Ofice

of Insurance Regul ation to di sapprove such filings;

requiring an insurer to adhere to certain | aws and rul es;

requiring an insurer to provide for an adjustnent in the
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29 prem um of an insured to reflect an inprovenent in credit
30 hi story; authorizing the Financial Services Commission to
31 adopt rules; providing for application; providing an
32 effective date.

33
34| Be It Enacted by the Legislature of the State of Florida:
35

36 Section 1. Section 626.9741, Florida Statutes, is created
37| to read:
38 626. 9741 Use of credit reports and credit scores hy

39| insurers. --

40 (1) The purpose of this sectionis to regulate and limt

41| the use of credit reports and credit scores by insurers for

42| underwiting and rating purposes. This section applies only to

43| personal lines notor vehicle insurance and personal lines

44| residential insurance, which includes honeowners, nobile

45 honeowners dwel ling, tenants, condom niumunit owners,

46| cooperative unit owners, and simlar types of insurance.

47 (2) As used in this section, the term

438 (a) "Adverse decision" neans a decision to:

49 1. Refuse to issue or renew a policy of insurance;

50 2. Issue a policy with exclusions or restrictions;

51 3. Increase the rates or prem umcharged for a policy of

52| i nsurance;

53 4. Place an insured or applicant in a rating tier that

54| does not have the | owest available rates for which that insured

55| or applicant is otherwi se eligible; or

Page 2 of 8
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 0987 2003
cs

56 5. Place an applicant or insured with a conpany operating

57| under common naenagenent, control, or ownership which does not

58| offer the | owest rates available, within the affiliate group of

59| insurance conpanies, for which that insured or applicant is

60| otherw se eligible.

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

62| communi cation of any information by a consuner reporting agency,
63| as defined in the Federal Fair Credit Reporting Act, 15 U S. C

64 s. 1681, et seq., bearing on a consuner's credit worthiness,

65| credit standing, or credit capacity, which is used or expected

66| to be used or collected as a factor to establish a person's

67 eligibility for credit or insurance, or any other purpose

68| authorized pursuant to the applicable provision of such federal

69| act. A credit score alone, as calculated by a credit reporting

70| agency or by or for the insurer, nmay not be considered a credit

71| report.
72 (c) "Credit score" neans a score, grade, or value that is

73| derived by using any data froma credit report in any type of

74 nodel, nmethod, or program whether electronically, in an

75| algorithm conputer software or program or any other process,

76| for the purpose of grading or ranking credit report data.

77 (d) "Tier" neans a category within a single insurer into

78| which insureds with substantially simlar risk, exposure, or

79| expense factors are placed for purposes of determning rate or

80| prem um
81 (3) An insurer shall informan applicant or insured, in

82| the sane nediumas the application is taken, that a credit

83| report or score is being requested for underwiting or rating
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84| purposes. An insurer that nakes an adverse decision based, in

85 whole or in part, upon a credit report shall provide at no

86/ charge a copy of the credit report to the applicant or insured

87| or provide the applicant or insured wth the nane, address, and

88| tel ephone nunber of the consuner reporting agency fromwhich the

89| insured or applicant may obtain the credit report. The insurer

90| shall provide notification to the consuner explaining the

91| reasons for the adverse decision. The reasons nust be provided

92 in sufficiently clear and specific | anguage so that the insured

93| or applicant can identify the basis for the insurer's adverse

94| decision. Such notification shall include a description of the

95 four primary reasons, or such fewer nunmber as existed, which

96| were the primary influences of the adverse decision. The use of

97| generalized terns such as "poor credit history," "poor credit

98| rating," or "poor insurance score" does not neet the explanation

99| requirenments of this subsection. A credit score nay not be used

100 in underwiting or rating insurance unless the scoring process

101| produces information in sufficient detail to permt conpliance

102| with the requirenents of this subsection. It shall not be deened

103| an adverse decision if, due to the insured' s credit report or

104 credit score, the insured continues to receive a |l ess favorabl e

105/ rate or placenent in a |less favorable tier or conpany at the

106/ tine of renewal except for renewals or re-underwiting required
107 by this section.
108 (4)(a) An insurer may not request a credit report or score

109| based upon the race, color, religion, marital status, age,

110 gender, incone, national origin, or place of residence of the

111| applicant or insured.
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112 (b) An insurer may not nake an adverse decision solely

113| because of infornation contained in a credit report or score

114| wi thout consideration of any other underwiting or rating
115| factor.
116 (c) An insurer may not nmeke an adverse decision or use a

117 credit score that could lead to an adverse deci sion if based, in

118 whole or in part, on:

119 1. The absence of or an insufficient credit history, in

120 which i nstance the insurer shall:

121 a. Treat the consuner as otherw se approved by the

122| Departnment of Financial Services if the insurer presents

123| information that such an absence or inability is related to the

124 risk for the insurer;

125 b. Treat the consuner as if the applicant or insured had

126/ neutral credit information, as defined by the insurer; or

127 C. Excl ude the use of credit information as a factor and

128 wuse only other underwiting criteria,

129 2. Collection accounts with a nedical industry code, if so

130 identified on the consunmer's credit report;

131 3. Place of residence; or

132 4. Any other circunstance that the Financial Services

133 Comm ssion determnes, by rule, |acks sufficient statistical

134| correlation and actuarial justification as a predictor of

135| insurance ri sk.

136 (d) An insurer may use the nunber of credit inquiries

137| requested or nmade regarding the applicant or insured except for:
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138 1. Credit inquiries not initiated by the consuner or

139| inquiries requested by the consuner for his or her own credit

140( i nfornmati on.

141 2. Inquiries relating to i nsurance coverage, if so

142| identified on a consuner’s credit report.

143 3. Collection accounts with a nedical industry code, if so

144 identified on the consuner’s credit report.

145 4. Miltiple lender inquiries, if coded by the consuner

146 reporting agency on the consuner’s credit report as being from

147 a. The hone nortgage industry and nade within 30 days of

148| each another, unless only one inquiry is considered; or

149 b. The autonobile I ending industry and nade within 30 days

150 of each another, unless only one inquiry is considered.

151 (e) An insurer shall, upon the request of an applicant or

152| insured, provide a neans of appeal for an applicant or insured

153 whose credit report or credit score is unduly influenced by a

154| dissolution of marriage, the death of a spouse, or tenporary

155| | oss of enploynent. The insurer shall conplete its review within

156 10 business days after the request by the applicant or insured

157| and recei pt of reasonabl e docunentati on requested by the insurer

158 and, if the insurer determ nes that the credit report or credit

159 score was unduly influenced by either of such factors, the

160| insurer shall treat the applicant or insured as if the applicant

161| or insured had neutral credit information or shall exclude the

162| credit information, as defined by the insurer, whichever is nore

163| favorable to the applicant or insured. An insurer shall not be

164| deened out of conpliance with its underwiting rules or rates or

165/ forms filed with the Ofice of |Insurance Regul ati on or out of
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166/ conpliance with any other state law or rule as a result of

167| granting any exceptions pursuant to this subsection.

168 (5) Arate filing that uses credit reports or credit

169 scores nust conply with the requirenents of s. 627.062 or s.

170 627.0651 to ensure that rates are not excessive, inadequate, or

171 wunfairly discrininatory.

172 (6) An insurer that requests or uses credit reports and

173| credit scoring in its underwiting and rating nethods shal

174 nmaintain and adhere to established witten procedures that

175| reflect the restrictions set forth in the Federal Fair Credit

176/ Reporting Act, this section, and all rules related to such act

177| and this section.

178 (7)(a) An insurer shall establish procedures to reviewthe

179 credit history of an insured who was adversely affected by the

180| use of the insured' s credit history at the initial rating of the

181| policy, or at a subsequent renewal of the policy. Such review

182 shall be perforned at | east once every 2 years or at the request

183| of the insured, whichever is sooner, and the prem um of the

184 insured shall be adjusted to reflect any i nprovenent in the

185| insured’'s credit history. The procedures nust provide that, with

186/ respect to existing policyholders, the review of a credit report

187| shall not be used by the insurer to cancel or refuse to renew a

188| policy or require a change in the nethod of paynent or paynent

189| pl an.
190 (b) As an alternative to the requirenents of paragraph

191| (a), an insurer that used a credit report or credit score for an

192| insured upon inception of a policy, who will not use a credit

193| report or score for reunderwiting purposes, shall reeval uate
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194| the insured within the first 3 years after inception, based on

195 other allowable underwiting or rating factors, excluding credit

196 information, if the insurer does not increase the rates or

197\ prem um charged to the insured based on the exclusion of credit

198| reports or credit scores.

199 (8) The comm ssion may adopt rules to adm nister this

200| section. The rules nmay include, but need not be limted to:

201 (a) Information that nust be included in filings to

202| denpbnstrate conpliance with subsection (3).

203 (b) Statistical detail that insurers using credit reports

204| or scores under subsection (5) nust retain and report annually

205 to the Ofice of Insurance Regul ation.

206 (c) Standards that ensure that rates or prem unms

207| associated with the use of a credit report or score are not

208 unfairly discrimnatory based upon race, color, religion,

209 nmarital status, age, gender, incone, national origin, or place

210| of resi dence.

211 (d) Standards for review of npdels, nethods, prograns, or

212| any other process by which to grade or rank credit report data

213 and which may produce credit scores in order to ensure that the

214| insurer denonstrates that such grading, ranking, or scoring is

215 wvalid in predicting insurance risk of an applicant or insured.
216 Section 2. This act shall take effect January 1, 2004, and

217 shall apply to policies issued or renewed on or after that date.
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