Florida Senate - 2010 CS for SB 2176

By the Committee on Banking and Insurance; and Senator Peaden

597-04417-10 20102176cl
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A bill to be entitled
An act relating to commercial insurance rates;
amending s. 627.062, F.S.; exempting certain
categories or types of insurance and types of
commercial lines risks from certain rate requirements;
requiring that insurers or rating organizations
establish and use rates, rating schedules, or rating
manuals allowing for a reasonable rate of return on
certain insurance and risks; requiring that an insurer
notify the Office of Insurance Regulation of any
changes to rates for certain insurance and risks;
requiring that such notice contain certain
information; requiring that an insurer maintain
certain information; providing that such information
is subject to examination by the office; requiring
that the office consider certain rate factors and
standards when examining such information for the
purpose of determining whether the rate is excessive,
inadequate, or unfairly discriminatory; requiring that
a rating organization provide notice to the office of
any changes to loss cost for certain types of
insurance within a specified period after such change;
providing requirements for such notification;
requiring that a rating organization maintain certain
information; providing that such information is
subject to examination by the office; requiring that
specified rate factors and standards be used in such
examination; authorizing the office, when reviewing a

rate, to require that an insurer provide certain
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information at the insurer’s expense; amending s.
627.0651, F.S.; exempting commercial motor vehicle
insurance from certain motor vehicle insurance rate
requirements; prohibiting certain insurance rates from
being excessive, inadequate, or unfairly
discriminatory; requiring that insurers or rating
organizations establish and use rates, rating
schedules, or rating manuals allowing for a reasonable
rate of return on certain insurance and risks;
requiring that an insurer notify the office of any
changes to rates for certain insurance and risks;
requiring that such notice contain certain
information; requiring that an insurer maintain
certain information; providing that such information
is subject to examination by the office; requiring
that the office consider certain rate factors and
standards when examining such information for the
purpose of determining whether the rate is excessive,
inadequate, or unfairly discriminatory; requiring that
a rating organization provide notice to the office of
any changes to loss cost for certain types of
insurance within a specified period after such change;
providing requirements for such notification;
requiring that a rating organization maintain certain
information; providing that such information is
subject to examination by the office; requiring that
specified rate factors and standards be used in such
examination; authorizing the office, when reviewing a

rate, to require that an insurer provide certain
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information at the insurer’s expense; providing an

effective date.

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

Section 1. Paragraph (d) is added to subsection (3) of
section 627.062, Florida Statutes, to read:

627.062 Rate standards.—

(3)

(d)1. The following categories or kinds of insurance and

types of commercial lines risks are not subject to paragraph

(2) (a) or paragraph (2) (f):

a. Excess or umbrella.

b. Surety and fidelity.

c. Boiler and machinery and leakage and fire extinguishing

equipment.

d. Errors and omissions.

e. Directors and officers, employment practices, and

management liability.

f. Intellectual property and patent infringement liability.

g. Advertising injury and Internet liability insurance.

h. Property risks rated under a highly protected risks

rating plan.

i. Any other commercial lines categories or kinds of

insurance or types of commercial lines risks that the office

determines should not be subject to paragraph (2) (a) or

paragraph (2) (f) because of the existence of a competitive

market for such insurance, similarity of such insurance to other

categories or kinds of insurance not subject to paragraph (2) (a)
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or paragraph (2) (f), or to improve the general operational

efficiency of the office.

2. Insurers or rating organizations shall establish and use

rates, rating schedules, or rating manuals to allow the insurer

a reasonable rate of return on insurance and risks described in

subparagraph 1. which are written in this state.

3. An insurer must notify the office of any changes to

rates for insurance and risks described in subparagraph 1. no

later than 30 days after the effective date of the change. The

notice must include the name of the insurer, the type or kind of

insurance subject to rate change, total premium written during

the immediately preceding year by the insurer for the type or

kind of insurance subject to the rate change, and the average

statewide percentage change in rates. Underwriting files,

premiums, losses, and expense statistics with regard to

insurance and risks described in subparagraph 1. written by an

insurer shall be maintained by the insurer and subject to

examination by the office. Upon examination, the office shall,

in accordance with generally accepted and reasonable actuarial

techniques, consider the rate factors in paragraphs (2) (b), (c),

and (d) and the standards in paragraph (2) (e) to determine if

the rate is excessive, inadequate, or unfairly discriminatory.

4. A rating organization must notify the office of any

changes to loss cost for insurance and risks described in

subparagraph 1. no later than 30 days after the effective date

of the change. The notice must include the name of the rating

organization, the type or kind of insurance subject to a loss

cost change, loss costs during the immediately preceding year

for the type or kind of insurance subject to the loss cost
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change, and the average statewide percentage change in loss

cost. Loss and exposure statistics with regard to risks

applicable to loss costs for a rating organization not subject

to paragraph (2) (a) or paragraph (2) (f) shall be maintained by

the rating organization and are subject to examination by the

office. Upon examination, the office shall, in accordance with

generally accepted and reasonable actuarial techniques, consider

the rate factors in paragraphs (2) (b)-(d) and the standards in

paragraph (2) (e) to determine if the rate is excessive,

inadequate, or unfairly discriminatory.

5. In reviewing a rate, the office may require the insurer

to provide at the insurer’s expense all information necessary to

evaluate the condition of the company and the reasonableness of

the rate according to the applicable criteria described in this

section.

Section 2. Subsection (14) is added to section 627.0651,
Florida Statutes, to read:

627.0651 Making and use of rates for motor vehicle
insurance.—

(14) (a) Commercial motor vehicle insurance covering a fleet

of five or more self-propelled vehicles is not subject to

subsection (1), subsection (2), or subsection (9) or s.
627.0645.

(b) The rates for insurance described in this subsection

may not be excessive, inadequate, or unfairly discriminatory.

(c) Insurers shall establish and use rates, rating

schedules, or rating manuals to allow the insurer a reasonable

rate of return on commercial motor vehicle insurance written in

this state covering a fleet of five or more self-propelled
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(d) An insurer must notify the office of any changes to

rates for type of insurance described in this subsection no

later than 30 days after the effective date of the change. The

notice shall include the name of the insurer, the type or kind

of insurance subject to rate change, total premium written

during the immediately preceding year by the insurer for the

type or kind of insurance subject to the rate change, and the

average statewide percentage change in rates. Underwriting

files, premiums, losses, and expense statistics for the type of

insurance described in this subsection shall be maintained by

the insurer and subject to examination by the office. Upon

examination, the office shall, in accordance with generally

accepted and reasonable actuarial techniques, consider the

factors in paragraphs (2) (a)-(1) and apply subsections (3)-(8)

to determine if the rate is excessive, inadequate, or unfairly

discriminatory.

(e) A rating organization must notify the office of any

changes to loss cost for the type of insurance described in this

subsection no later than 30 days after the effective date of the

change. The notice shall include the name of the rating

organization, the type or kind of insurance subject to a loss

cost change, loss costs during the immediately preceding year

for the type or kind of insurance subject to the loss cost

change, and the average statewide percentage change in loss

cost. Loss and exposure statistics with regard to risks

applicable to loss costs for a rating organization not subject

to subsection (1), subsection (2), or subsection (9) shall be

maintained by the rating organization and are subject to
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175 examination by the office. Upon examination, the office shall,

176| 1in accordance with generally accepted and reasonable actuarial

177 techniques, consider the rate factors in paragraphs (2) (a)-(1)

178 and apply subsections (3)-(8) to determine if the rate is

179| excessive, inadequate, or unfairly discriminatory.

180 (f) In reviewing the rate, the office may require the

181| insurer to provide at the insurer’s expense all information

182| necessary to evaluate the condition of the company and the

183 reasonableness of the rate according to the applicable criteria

184 described herein.

185 Section 3. This act shall take effect January 1, 2011.
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