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NCOIL TO HOLD HEARING ON CLAIMS DATABASE 

MODEL LEGISLATION

Troy, New York, February 18, 2005(In what promises to be a heated debate over what counts as an insurance claim and how insurers can use it, a March 3 hearing held by the Property-Casualty Insurance Committee of the National Conference of Insurance Legislators (NCOIL) will feature deliberation on proposed model legislation to restrict practices related to claims history databases. The hearing, scheduled from 3:00 to 5:00 p.m., will be held in conjunction with the March 3 through 6 NCOIL Spring Meeting in Hilton Head, South Carolina.

Legislators are looking for testimony on specific provisions of two separate sets of proposed amendments to a draft Model Act Regarding the Use of Insurance Claims History Information, which was brought before the Committee during the November 2004 NCOIL Annual Meeting.  Both sets of amendments are intended to serve as substitute model acts. 


At the November 2004 meeting, the Committee voted that rather than consider the initial draft, interested parties should find consensus on the issue and should return to the legislators in March with a compromise bill.  The initial draft considered in November would: 

· prohibit taking an adverse action based solely on claims/loss history of a previous property owner, unless the insurer completed a physical inspection of the property
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regarding new applicants, prohibit an insurer from using 1) prior claims experience of the property or consumer more than five (5) years old, and/or 2) a property claim resulting from natural causes/water damage, unless the insurer could prove that preventative acts against recurrence were not taken
· prohibit taking an adverse action based on consumer inquiries or claims without payments, unless more than three such claims occurred in the last three years
· require an insurer to re-underwrite and re-rate an insured within 30 days notice that claims information was incorrect or incomplete, and return any overpayment
· make various disclosures to consumers, including, among other things, how an insurer uses claims history/loss information, whether the consumer’s data will be reviewed, and details of the prior claims history of a home that is for sale
· require various filings by insurers and claims-history report providers

Interested parties were unable to reach consensus on a single substitute model.  The first substitute act, submitted by the Independent Insurance Agents & Brokers of America (IIABA) and the American Insurance Association (AIA), would make the following changes to the initial proposal:
· omit provisions regarding natural causes/water damage claims

· omit filing requirements for insurers

· change the number of allowable claims without payments from three in three years to one in three years

· clarify that the model would not restrict insurer handling of claims by existing policyholders


The Property-Casualty Insurance Association of America (PCI) and the National Association of Mutual Insurance Companies (NAMIC) have submitted their own substitute bill, having been unable to fully support the IIABA/AIA version.  The second substitute bill would make the following revisions, among others, to the initial proposal:
· allow an insurer to deny or cancel coverage based, in whole or in part, on an inquiry or a claim without payment, if such inquiry or claim seemed to indicate a change in the risk assumed

· omit filing requirements for both insurers and claims-history report providers

· omit all provisions related to rating homeowners’ insurance

· omit provisions regarding natural causes/water damage claims


Consideration of proposed claims database model legislation responds to a 2005 Committee charge to, among other things, draft a model law on the issue. The March 3 hearing follows a general session, held during the 2004 NCOIL Summer Meeting, in which interested parties spoke to the need for a model act.

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.


For more information, please contact NCOIL at 518-687-0178.
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