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CONSENT ORDER 

Case No.: 174210-15-CO 

THIS CAUSE came on for consideration as a result of an agreement between 

American Modern Insurance Group, Inc., on behalf of itself, and the companies listed 

herein, including but not limited to, American Modern Home Insurance Company, (Ohio 

domicile), American Modem Select Insurance Company, (Ohio domicile), American 

Family Home Insurance Company, (Florida domicile), American Southern Home 

Insurance Company, (Florida domicile), and American Western Home Insurance 



Company, (Oklahoma domicile), (collectively referred to hereinafter as "American 

Modem") and the Office of Insurance Regulation (referred to hereinafter "Office" or "the 

Office"). Following a complete review of the record, and upon consideration thereof, and 

being otherwise fully advised in the premises, the Office and American Modem 

(collectively referred to as "the parties") hereby agree as follows: 

THE BUSINESS ENTITIES SUBJECT TO THIS ORDER 

1. American Modem is a property and casualty insurer, domiciled in Ohio, and 

authorized to transact insurance in Florida. For purposes of this Consent Order, all terms 

binding on American Modem are binding on its subsidiaries. 

2. Among the products American Modem offers in Florida is lender placed 

hazard insurance on residential and commercial properties ("LP!"). LPI is insurance 

taken out by a bank, lender or mortgage servicer (collectively "Servicers") when a 

borrower does not maintain the insurance required by the terms of the mortgage. This can 

occur if the homeowner allows the property insurance policy to lapse, coverage is 

unavailable, or if the Servicer determines that the borrower does not have sufficient 

insurance coverage. 

3. Following a determination of business practices prevalent throughout the 

LP! industry, the Office reviewed American Modem's operations. 

4. The Office conducted a target market conduct examination of American 

Modem with a scope period of January 1, 2008, which was extended to May I, 2014. The 

Office has reviewed materials and evidence made publicly available by other state 

insurance regulators and the NAIC, as well as information and evidence provided to the 
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Office directly by American Modern. The Office's Target Market Conduct Final 

Examination Report is incorporated herein by reference as Exhibit "A." 

BUSINESS REFORMS AND RATES 

5. American Modem denies any violation of the Florida Insurance Code or the 

Florida Administrative Code with regards to the aforementioned· business practices. 

Notwithstanding, and without admitting any violation of law, American Modem agrees to 

the following business practice reforms for all LP! business in Florida1 

a. American Modem shall not pay commissions to a Servicer, or a 

person or entity affiliated with a Servicer on LP! policies obtained by that Servicer; 

b. American Modem shall not issue LP! on mortgaged property 

serviced by a Servicer that is an affiliate of American Modern; 

c. American Modem shall not reinsure LPI policies with a captive 

insurer of any Servicer; 

d. American Modem shall not pay contingent commissions based on 

underwriting profitability or loss ratios to any Servicer or person or entity affiliated with a 

Servicer; 

e. American Modern shall not provide free or below-cost outsourced 

services to Servicers or their affiliates, provided, however, that outsourced services do not 

include expenses associated with tracking functions that American Modem incurs for its 

own benefit to identify and protect itself from (a) exposure to lost premium and losses on 

1 The Office acknowledges representations by American Modern that it does not engage in the 
business practices identified in Paragraph 5. American Modem agrees that it will not engage in the 
listed business practices at anytime in the future. 
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properties on which no other insurance coverage is in effect or (b) administrative costs 

associated with providing and subsequently canceling LPI on properties on which LPI is 

not required; 

f. American Modem shall not make any incentive payments, including 

but not limited to the payment of expenses, to Servicers or their affiliates for the purpose of 

securing LPI business. 

g. The prohibitions and requirements set forth in Subparagraph f. 

(above) shall not preclude American Modem from reimbursing "implementation expenses" 

incurred by a Servicer. For purposes of the preceding, "implementation expenses" means 

those expenses that are demonstrably and directly related to the implementation of 

American Modem's LPI program, including but not limited to: 

1. Identifying Servicer and American Modem processes and system 

requirements; 

2. Allocating and ass1gnmg resources to be dedicated to the 

conversion/implementation to American Modem; 

3. Developing project documentation; 

4. Developing the project schedule and controls to manage against 

the schedule; 

5. Designing, testing and implementation of information technology 

systems and interfaces needed to exchange information required for the effectiveness of 

American Modem's LPI program; 
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6. Diverting mail, telephone, facsimile and web-based 

communications; 

7. Testing accuracy and quality of project deliverables; 

8. Training staff on American Modem's product and processes; 

9. Establishing specific controls to monitor American Modem's 

service to ensure it meets documented requirements; and 

10. Any similar activity related to the implementation of American 

Modem's LPI program at program inception. 

"Implementation expenses" that are reimbursed must be supported by 

documentary or other physical or electronic evidence (such as, but not limited to invoices, 

work orders or the like) of their expenditure by the mortgage servicer. Such expenses must 

bear a direct relationship to the implementation of American Modem's LPI program at 

program inception. 

6. It is the intent of the Office that these new business practice reforms apply 

to all LPI insurers issuing LPI coverage in the state of Florida. In light of the actions 

agreed to in this Consent Order, and to ensure that a level playing field exists for all LPI 

insurers in this state, should the Office become aware of any LPI insurers operating 

inconsistently with the above-referenced business practice reforms, it is the intent of the 

Office to timely take any action the Office deems appropriate to require other such insurers 

to comply with such business practices. 

7. In addition to the business reforms reflected in Paragraph 5, in an effort to 

increase the transparency of its business activities, American Modern agrees, with regards 
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to LPI business in Florida, that within one hundred and twenty (120) days of the execution 

of this Consent Order, it will post a copy of this Consent Order on its website where it can 

be clearly and easily read by any consumer who wishes to review it. 

8. American Modem, and any licensed affiliate or subsidiary of American 

Modem offering LP! coverage in Florida, shall re-file its LP! rates with the Office pursuant 

to Section 627 .062(2)(a), Florida Statutes, no later than July 1st of every year until further 

written notification from the Office. 

9. In all future LP! rate filings, American Modem will utilize the provisions of 

Section 624.4213, Florida Statutes, only for those documents which American Modem in 

good faith believes are entitled to trade secret protection. 

I 0. This Consent Order is a compromise settlement and is not an admission of 

liability, wrongdoing or violation of law and no court, or the Office, has made any factual 

findings or legal conclusions. Notwithstanding, American Modem expressly waives a 

hearing on the issues specifically set forth herein. 

11. The parties agree that this Consent Order shall be deemed executed when 

the Office has signed a copy of this Consent Order bearing the signature of the authorized 

representative of American Modem, notwithstanding the fact that the copy may be 

transmitted to the Office electronically or via facsimile. 

12. American Modem agrees that the failure to adhere to one or more of the 

above terms and conditions of this Consent Order shall constitute a violation of a lawful 

order of the Office, and shall subject American Modem to administrative action by the 

Office. 

Page6of9 



13. If any subsequently effective Flonda statute or regulation prescribes 

requirements inconsistent with the provisions set fo1th in this Consent Order, this Consent 

Order shall be modified to conform to such statute or regulation. 

14. Except as noted above, each party to this action shall bear its own costs and 

attorney's fees. 

WHEREFORE, the agreement between American Modem and the Office, the terms 

and conditions of which are set forth above, is APPROVED. 

FURTHER, all terms and conditions above are hereby ORDERED. 

DONE and ORDERED this ~day of Se4)\-CJ'nbc,(" , 2015. 
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By execution hereof AMERICAN MODERN INSURANCE GROUP, INC., on 
behalf of itself, and the companies listed herein, including but not limited to American 
Modern Home Insurance Company, American Modern Select Insurance Company, 
American Family Home Insurance Company, American Southern Home Insurance 
Company, and American Western Home Insurance Company, consents to entry of this 
Consent Order, agrees without reservation to all of the above terms and conditions, and 
shall be bound by all provisions herein. The undersigned represents that he or she has the 
authority to bind AMERICAN MODERN INSURANCE GROUP, INC., to the terms and 
conditions of this Consent Order. 

Corporate Seal 

AMERICAN MODERN 

™'"RANCBJ:·~ m By:~ 
PrintName: 5'/ef)he., Rv.>g/( 
Title: SVf 

Date: 

State of 01.. i a 

County of C Je-r-,.,,o(I I 
The foregoing instrummas acknowledped before me this b '1-1. day of 

A v~"-'1 , 2015, by <t-Q;:r' ~'A~ds~ whoWrsonallyknown tome or 
has produced the following identi cation l!t/A . 

• 

'"''"''ltt,, ,4•'-).~~-.f';_;-, LORI CRABLE 
f ~.Notary Public, ~tate of Ohio 
\ l~. . ' ;Dmmisslon Expires Sept. 24, 2017 
\.,"'""'~ ,..lieal • .. :~~c f ,,. 

~''lff...:.~'''' 
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Signature ofNotary Public 

LoR-1 (JM&£ 
Print Name 

My commission expires: 



COPIES FURNISHED TO: 

TRAVIS MILLER, Esquire 
Radey Law Firm 
301 S. Bronough Street, Suite 200 
Tallahassee, Florida 32301 

JIM PAFFORD, Director 
Bureau of Market Investigations 
Office of Insurance Regulation 
Tallahassee, Florida 32399-4210 
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EXHIBIT
A




























