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NCOIL/NAIC TAKE MAJOR STEP TOWARD UNIFORM MARKET CONDUCT MODEL LAW

Chicago, IL, July 18, 2004 (   In a move aimed at forming a united front of state legislators and insurance commissioners on market conduct reform, the National Conference of Insurance Legislators (NCOIL) has adopted a series of amendments to its market conduct model law.  NCOIL approved the amendments at its Summer Meeting, which concluded here on the weekend.


In announcing the adoption of the revised model law, Florida State Sen. Steven Geller, President of NCOIL, said the amendments were the product of several meetings and conference calls between NCOIL, National Association of Insurance Commissioners (NAIC) leadership, consumer and insurance industry representatives. 

“It is NCOIL’s expectation that the NAIC will soon adopt the revised model law.  The support of both organizations will enable the states to present a united front in dialogues with Congress on this important regulatory modernization issue,” said Sen. Geller.


Adoption of the model law represents the culmination of more than four years of effort that began when the Insurance Legislators Foundation, NCOIL’s research and educational arm, began to study market conduct regulation.  The resulting reports prepared by PricewaterhouseCoopers and Georgia State University enumerated several problems with market conduct regulation in the states.  Among other things, those reports found:

· Wide disagreement regarding the scope and purpose of market conduct 


examinations 

· Little coordination of market conduct examinations by states, 


leading to widespread and wasteful redundancies
· The focus of market conduct regulation, particularly examinations,
should be to 
prevent and remedy unfair practices that have a substantial adverse impact on 
consumers.

In response to the finding of the reports, NCOIL developed in February, 2004, a model law that would establish a national standard for uniform market conduct regulation.  The NAIC, after a review of the NCOIL model law, offered several recommendations to clarify and strengthen its provisions.  

The model law adopted by NCOIL in Chicago (on July 16), contains several NAIC recommendations and represents the result of this collaborative effort.  It is anticipated that the NAIC will formally endorse the model law at its September meeting, or possibly sooner.


Sen. Geller further said:


 “Some have suggested that NCOIL and the NAIC could never reach consensus on an issue this complex.  I think the progress represents an historic step that shows the critics are wrong, and re-affirms NCOIL’s position that insurance regulation is best preformed by the states.

With this endorsement NCOIL and the NAIC will have a united position on the market conduct regulatory reform.  This united position will also demonstrate to Congress and others who suggest otherwise, that the states are fully capable of addressing shortcomings of state regulation for the benefit of insurance consumers.”

The NCOIL Market Conduct Surveillance Model Law focuses regulators resources on finding market conduct problems that cause the greatest harm to consumers through the use of market analysis and targeted examinations.  Market conduct regulatory reform is a key piece of the NCOIL insurance modernization agenda. 


Included in the model law are provisions that:

· Set forth uniform procedures to be followed by regulators when performing market analysis and targeted examinations
· Define the scope of market conduct examinations

· Authorize the acceptance of market conduct examination reports by states that have enacted similar laws (domestic deference).

· Address issues raised by industry and consumer groups, such as the use by insurance departments of contract examiners and effect of insurer membership in best practice organizations.

The adopted amendments clarify the original model law’s intent regarding the use of NAIC market conduct work products, the appropriate focus of market conduct regulation, interstate regulatory collaboration, and disciplinary procedures.

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 their respective state houses across the country.
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