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RULE NO.:
RULE TITLE:

69O-138.003
Market Conduct Exam Methodology

NOTICE OF CHANGE

Notice is hereby given that the following changes have been made to the proposed rule in accordance with section 120.54(3)(d)1., F.S., published in Vol. 52 No. 112, June 10, 2026, issue of the Florida Administrative Register.
69O-138.003 Market Conduct Exam Methodology
The Office will prioritize scheduling and conducting market conduct examinations of insurers and other entities regulated by the Office based on the following selection methodology.
(1) Definitions. The following words and phrases, when used in this rule shall have the following meanings, except where the context clearly indicates a different meaning:
(a) “Complaint” means a communication to the Division, made by an insured or named beneficiary, primarily expressing a grievance or dissatisfaction over the handling of any insurance transaction in which the Office has regulatory authority. This term does not include complaints against an incorrect entity; complaints relating to any form of alternative dispute resolution process; complaints that include a hurricane trend; complaints in which the Office has no regulatory authority; complaints which are duplicative, harassing or frivolous; and suspected fraudulent claim complaints.
(b) “Claims-handling Complaint” means a Complaint over the handling of a claim, alleging one or more of the matters described in s. 624.3161(8)(b), F.S., submitted only by an insured or named beneficiary. This term does not include claims complaints against an incorrect entity; complaints relating to any form of alternative dispute resolution process; complaints that include a hurricane trend; complaints in which the Office has no regulatory authority; complaints which are duplicative, harassing or frivolous; and suspected fraudulent claim complaints.
(c) “Complaint Index" means, for an insurer, insurer group, or entity regulated by the Office and a line of insurance, the index is calculated by dividing its complaint share by its market share for that line of insurance.
(d) “Complaint Share” means the percentage of complaints reported to the Office by the Division relevant to specific insurers, insurer groups, or other entities regulated by the Office for any given line of insurance when compared to the total complaints reported to the Office by the Division for that line of insurance.
(e) “Office” means the Office of Insurance Regulation.
(f) “Direct Written Premium” means a consideration paid, or to be paid, to the insurer for the issuance and delivery of any binder or policy of insurance or annuity written directly to the consumer.
(g) “Division” means the Division of Insurance Consumer Services, a division within the Department of Financial Services.
(h) “Insurer” includes every individual, company, association, organization, partnership, syndicate, business trust, corporation or legal entity engaged as indemnitor, surety or contractor, holding a certificate of authority issued by the Office, which is authorized to enter into contracts of insurance or annuity.
(i) “Line of Insurance” means the subclassifications of kinds of insurance which are required to be annually reported on the standardized Annual Statement adopted by the Office.
(j) “Market Share” means the percentage of the direct written premiums when compared to the total direct written premiums in the State of Florida for a given line of insurance.
(k) “Reporting Period” means the preceding calendar year, as reflected on the standardized Annual Statement adopted by the Office.
(2)(a)(1) Priority 1 - Statutorily Required Examinations,:
(a) through (c) renumbered 1. through 3. No Changes
(b)(2) Priority 2 - Post-hurricane Required Examinations, pursuant to s. 624.3161(7), F.S.,.
For purposes of this paragraph, residential property claim complaints used in calculating the top 20 percent of insurers are limited to hurricane-related claims and hurricane-related trends and do not include complaints against an incorrect entity; complaints relating to any form of alternative dispute resolution process; complaints in which the Office has no regulatory authority; complaints which are duplicative, harassing or frivolous; and suspected fraudulent claim complaints.
(c)(3) Priority 3 - Identified Market Concerns, pursuant to s. 624.3161(8), F.S.,:
(a) through (c) renumbered 1. through 3. No Change
(d)(4) Priority 4 - Non-statutory Examinations, pursuant to s. 624.3161(8), F.S.,:
1.(a) Complaint data analysis, as evaluated under the methodology in paragraphs (2)(f) and (2)(g) of this rule including the existence of a disproportionate number of claims-handling complaints,
(b) through (d) renumbered 2. through 4. No change.
(e) Pursuant to s. 624.3161(8), F.S., the Office may exercise its discretion to determine what information received or gathered warrants a Priority 3 or Priority 4 market conduct examination for insurers, insurer groups, and other entities regulated by the Office with regard to:
1. An insurance regulator in another state has initiated or taken regulatory action against the insurer or entity regarding an act or omission of such insurer or entity which, if committed in this state, would constitute a violation of the laws of this state or any rule or order of the Office or department, 
2. The results of a National Association of Insurance Commissioners Market Conduct Annual Statement indicate that the insurer is a negative outlier with regard to particular metrics, 
3. Evidence that the insurer is violating or has violated the Unfair Insurance Trade Practices Act, and 
4. Any other conditions the Office deems necessary for the protection of the public, including a disproportionate number of complaints as determined under paragraph (2)(f).
(f) Pursuant to the authority under s. 624.3161(8)(f), F.S., as a condition the Office deems necessary for the protection of the public, the selection methodology that will be used by the Office to initially evaluate a disproportionate number of complaints against insurers, insurer groups, and other entities regulated by the Office under Priority 3 and Priority 4 is as follows:
1. Starting in April of 2027 and each reporting period after, the Office shall create the complaint index for individual insurers, insurer groups, and entities regulated by the Office, reporting market share in any line of insurance within this state as shown on the standardized Annual Statement adopted by the Office. 
2. Direct premiums written for each insurer, insurer group, and entity regulated by the Office for each line of insurance will be compared to the total direct premiums written for each line of insurance to determine the market share. A minimum market share will not be established for purposes of this rule.
3. Complaint information for the reporting period will be obtained from the Division for individual insurers, insurer groups, and entities regulated by the Office.
4. Complaint information will be subdivided by line of insurance. Each line of insurance requires a minimum threshold of 50 complaints to calculate a complaint index.
5. A complaint share for each insurer, insurer group, and entity regulated by the Office will be determined by line of insurance based on the complaint information received by the Division.
6. A complaint index for each insurer, insurer group, and entity regulated by the Office will be calculated, for each line of insurance, by dividing the complaint share by the market share of direct written premium for that line of insurance.
7. A complaint index greater than 1.5 for a line of insurance will be treated as an elevated complaint index for purposes of this subsection, indicating that the insurer, insurer group, or entity has a complaint share more than 1.5 times its market share for that line of insurance.
8. For an insurer, insurer group, or entity with an elevated complaint index, the Office will evaluate the underlying complaint information to identify each reason for the complaints.
9. If the Office determines that a complaint index and the reasons contained in the underlying complaint information identify a negative trend in the business practices of the insurer, insurer group or entity regulated by the Office or may be causing consumer harm, the Office shall provide the complaint index and underlying complaint information to the insurer, insurer group, or entity regulated by the Office for review to ensure the data does not contain anomalies or false positives.
10. Based on completion of the review by the insurer, insurer group, or entity regulated by the Office, the Office may determine that a market conduct examination of the insurer, insurer group, or entity regulated by the Office is merited.
(g) Pursuant to s. 624.3161(8)(b), F.S., the Office will also determine whether an insurer, insurer group, or entity regulated by the Office has a disproportionate number of claims-handling complaints. In determining whether there is a disproportionate number of claims-handling complaints, the processes set forth in paragraph (2)(f) shall apply, but shall be limited to claims-handling complaints as defined in paragraph (1)(b). Given the insurer’s market share, a claims-handling complaint index greater than 1.5 for a line of insurance will be treated as an elevated claims-handling complaint index for purposes of this subsection, The Office shall provide the complaint index and underlying complaint information to the insurer, insurer group, or entity regulated by the Office for review to ensure the data does not contain anomalies or false positives. Based on completion of the review by the insurer, insurer group, or entity regulated by the Office, the Office may determine that a market conduct examination of the insurer, insurer group, or entity regulated by the Office is merited.
(3) Nothing in this rule restricts the authority of the Office to conduct market conduct examinations for any reason or as often as it deems necessary.
(5) An insurer has a disproportionate number of claims-handling complaints when one or more of the following conditions are met:
(a) Sustained elevation (alternative persistence test). The insurer’s complaint index is ≥ 1.50 in three of the last four quarters, with ≥ 15 claims-handling complaints in at least two of those quarters.
(b) Statistical outlier. The insurer’s rolling four-quarter complaint index is ≥ 2 standard deviations above the statewide mean for the line of business, with ≥ 40 claims-handling complaints over the four-quarter window.
(c) Adverse trend plus elevation. The insurer shows a three-consecutive-quarter increasing trend in the complaint index and the most recent quarter is ≥ 2.00 with ≥ 25 claims-handling complaints in that quarter.
(d) Post-catastrophe condition. Following a hurricane or tropical storm, the insurer meets the top 20 percent claims-handling complaint-to-claims ratio condition described in s. 624.3161(7)(b)1., F.S., which independently constitutes a disproportionate level for purposes of this rule.
(e) For the purposes of this subsection:
1. Complaint Index is determined by comparing the number of claims-handling complaints to the number of an insurer’s open claims as reported by the insurer on the latest Catastrophe Reporting Form required to be filed under subsection 69O-142.015(1), F.A.C.
2. Only claims-handling complaints filed by a named insured or named beneficiary shall be used to determine if an insurer has a disproportionate number of claims-handling complaints. 
3. A request made by a named insured, a named beneficiary, a representative of the insured or named beneficiary, or an insurer to participate in any form of alternate dispute resolution process shall not be included when calculating the Complaint Index. 
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