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NCOIL REVISION TO NAIC COMPENSATION MODEL 
EARNS INDUSTRY CONSENSUS
Hilton Head, South Carolina, March 5, 2005(Lawmakers voted overwhelmingly today to adopt a revised version of an NAIC proposed amendment to its Producer Licensing Model Act, gaining industry consensus at a special meeting of the National Conference of Insurance Legislators (NCOIL) Executive and State-Federal Relations Committees held in conjunction with the NCOIL spring meeting in Hilton Head, South Carolina.
The NCOIL revision builds upon the NAIC December 29 Compensation Disclosure Amendment to the Producer Licensing Model Act, which relies on disclosure and transparency, but key to the NCOIL version are several critical revisions.  These revisions narrow the focus of disclosure and acknowledgement requirements to transactions where a conflict of interest is inherent.  

NCOIL President Rep. Craig Eiland of Texas, upon adoption of the NCOIL language by the Executive Committee, said, “The NCOIL revision focuses on real areas of potential conflict of interest—on situations where a producer is compensated by both client and insurer— and establishes clear guidelines for those covered by its provisions.  NCOIL adoption of this proposal will offer meaningful guidance to states that have substantive or political needs to legislate in this arena.” 
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Rep. Eiland will testify before the NAIC Executive Committee regarding the NCOIL broker disclosure language in Salt Lake City on Monday, March 14.  Rep. Eiland said, “NCOIL feels that its language offers broker disclosure requirements that provide needed consumer protections while at the same time do not penalize responsible producers in their normal course of business. 
The NCOIL revisions to the NAIC amendment, sponsored by Rep. Eiland, were supported by Allstate Insurance Company, American Bankers Insurance Association (ABIA), American Insurance Association (AIA), Independent Insurance Agents & Brokers of America (IIABA), National Association of Professional Insurance Agents (PIA), National Association of Mutual Insurance Companies (NAMIC), Property Casualty Insurance Association of America (PCI), and numerous other organizations and individual insurers.
The revised version would:
· Impose new disclosure and acknowledgement requirements on any producer who is compensated for an insurance placement by both a client and an insurer in the same transaction 
· Require a covered producer to disclose a description of the method and factors utilized for calculating the producer’s compensation
· Provide that disclosure and acknowledgement requirements are not triggered by an insurance placement in a secondary or residual market

· Enable an affiliate of a producer to provide the required disclosures

· Add new disclosure and acknowledgement requirements to duties and obligations imposed under existing state law 

· Suggest, by a drafting note, that states review their common law on a broker’s fiduciary or other legal duty to determine if statutory standards are necessary
· Not conflict with Marsh and AON settlement agreements
The NCOIL Executive and State-Federal Relations Committee Special meeting followed an NCOIL hearing, where interested parties testified regarding proposals aimed at addressing the broker antitrust and fraud violations exposed when NYS Attorney General Eliot Spitzer began investigating broker compensation practices last year.  Witnesses included New York State Acting Superintendent Howard Mills; Illinois Acting Insurance Director Deirdre Manna, representing the NAIC; and representatives of the IIABA, CIAB, AIA, PCI, ACLI, NAIFA, and NAHU.

NCOIL delayed action on its November 2004 proposed model act in order to monitor NAIC activity in hopes of addressing the issue uniformly.  A Steering Committee, comprised of NCOIL officers and committee chairs, prior to the NCOIL spring meeting, said that the NAIC amendment represented a good start, but that more focus was needed.


NCOIL is an organization of state legislators interested in insurance legislation and regulation. Many legislators active in NCOIL either chair or are members of the committees responsible for insurance legislation in state houses across the country.

A copy of the NCOIL Compensation Amendment to the Producer Licensing Model Act is attached and will soon be available on the NCOIL Web site at www.ncoil.org.

For more information, contact the NCOIL National Office at 518-687-0178.
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