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Insurance Regulation: Assessment of the 
National Association of Insurance Commissioners 

SUMMARY OF STATEMENT BY 
Richard L. Fogel 

Assistant Comptroller General 
General Government Programs 

At the Subcommittee's request, GAO is presenting its assessment 
of the capability of the National Association of Insurance 
Commissioners (NAIC) to create and maintain an effective national 
system for solvency regulation. 

GAO's work on the regulation of the various components of the 
financial services industry has identified important similarities 
in the basic principles that underlie effective regulation. To 
effectively create and maintain a national system of insurance 
regulation, a regulatory organization would need authority to 
perform several essential functions, including the authority to 

-- establish rules for the safe and sound operation of insurers: 

-- establish minimum standards for effective solvency regulation 
by state insurance departments; 

-- monitor the functions of state insurance departments: and 

-- compel the enforcement by state regulators of the rules for 
safe and sound operation, and.the adoption and application by 
states of minimum standards for effective solvency regulation. 

While recognizing NAIC's good intentions, GAO does not believe 
that NAIC can successfully establish a national system of uniform 
insurance regulation because it does not have the authority‘ 
necessary to require states to adopt and enforce its standards. 
Furthermore, GAO does not believe that NAIC can be effectively 
empowered either by the states or by the federal government to 
exercise the necessary authority. Empowerment by the states 
would require that each state legislatively cede part of its 
authority to NAIC. However, even if each state chose to do this, 
NAIC's standing as a regulator would always be weak because the 
ceded authority would be subject to revocation at any time by 
each state's legislature. In effect, NAIC would regulate at the 
pleasure of those it regulates. 

Empowerment by the federal government is also undesirable. NAIC 
is composed of state insurance commissioners. Those 
commissioners are accountable to their states and should not be 
made accountable to federal authority as well, since this would 
crea e an irreconcilable conflict of interest. F Moreover, given 
NAIC 8 organizational structure, congressional delegation of the 
regulatory authority necessary to establish NAIC as an effective 
public regulator could raise constitutional questions. 



GAO has identified problems in the state-by-state system of 
insurance regulation. Even though the responsibility for 
regulating insurance companies rests with each state individually 
under the stats-by-state system, NAIC has attempted to address 
some of these problems by assisting or, In some cases, overseeing 
the states ait they carry out their activities in attempts to 
strengthen state-by-state regulation. For example, GAO found 
that NAIC 

-- has improved the credibility of insurers' reported financial 
information, 

-- is attempting to improve capital standards through the 
promulgation of risk-based capital requirements, 

-- is attempting to improve its monitoring systems to better 
identify troubled companies, 

-- has established a peer review process to better ensure that 
troubled companies are more effectively dealt with, and 

-- is providing the states with a variety of automated data bases 
and tools to facilitate their oversight of companies. 

These and other efforts are steps in the right direction, though 
all of them leave room for further improvement. 

NAIC's plan to create a national regulatory system consistent 
across all the states rests in large part on the success of its 
program to accredit state insurance departments that satisfy a 
set of minimum standards for solvency regulation. For several 
reasons, GAO questions whether NAIC's accreditation program can 
achieve its goal. 

In conclusion, NAIC's efforts to strengthen insurance regulation 
are laudable. However, NAIC does not have the authority 
necessary to fulfill its assumed role as a national regulator. 
As a result, NAIC is unlikely to achieve its stated goal of 
establishing a national insurance regulatory system. It can 
neither compel state actions necessary for effective regulation 
nor, in the long run, can it sustain its reforms. 



Mr. Chairman and Members of the Subcommittee: 

We are pleased to be here today to provide you with our findings 

about the role of the National Association of Insurance 

Commissioners (NAIC) and its capability to create and maintain an 

effective national system of solvency regulation.1 Recent 

financial difficulties involving insurers, as well as other 

financial institutions, show clearly that effective regulation is 

crucial to maintaining the safety of financial institutions and 

their customers’ funds. In 1945, Congress enacted the McCarran- 

Ferguson Act2 delegating the day-to-day responsibility for 

insurance regulation to the states but not forfeiting its 

responsibility for insurance regulation. In our view, the 

consequences of insolvency, both actual and possible, justify a 

continuing federal interest in the effectiveness of insurer 

solvency regulation. 

We did fieldwork at NAIC's Kansas City head.quarters to evaluate 

NAIC's activities and operations. We did our work between 

January and May 1991. I want to emphasize at the outset that we 

worked closely with NAIC in doing our review, and we met with 

NAIC twice to discuss our f,indings and give them an opportunity 

1NAIC is a voluntary association of the heads of the insurance 
departments of the 50 states, the District of Columbia, and 4 
U.S. territories. NAIC has two organizational elements: the 
group of state insurance commissioners and its centralized 
Support and Services Office (support office) headquartered in 
Kansqs City, Missouri. 

215 U.S.C. Sections 1011-1015. 
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to provide additional information. I also want to emphasize that 

NAIC was cooperative in our currant review. However, we do not 

have statutory access to state insurance departments or NAIC. 

This lack of access has on several past occasions limited our 

ability to assess the effectiveness of state insurance 

regulation. 

MARKET TRENDS AND 
REGULATORY PROBLEMS 

Financial markets and industries have changed dramatically in 

recent decades. Many of the changes in financial institutions 

result from changes in information and communication 

technologies, which have made the world smaller and competition 

greater within the financial services industry. Geographic 

boundaries-- always loose for insurance companies--have faded, and 

new products and services have blurred the distinctions between 

financial markets-and institutions. There is no indication that 

this era of change is over. On the contrary, changes in 

financial markets and institutions continue. 

The need to adapt to the increasingly competitive environment has 

presented problems for many types of financial institutions-- 

commercial banks, savings and loans, securities firms, and 

insurers. We see these stresses in the insurance industry in 

increasing insolvencies among both the property/casualty and 

life/;ealth insurers. For property/casualty insurers, the 
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average number of liquidations from 1970 to 1983 was about six 

per year. However, from 1984 to 1989, the average number of 

property/casualty liquidations increased to 24 per year, with a 

high of 36 in 1989. For life/health insurers, the average number 

of liquidations from 1975 to 1983 was about five per year. 

However, from 1984 to 1990, the average number of life/health 

liquidations was about 19 per year, with a high of 43 in 1989. 

The strains on the insurance industry have greatly expanded the 

burden on regulators. The increase in the numbers of failures 

and their potential consequences for consumers and the economy 

make effective regulation of the insurance industry more 

important .than ever. 

However, in our view, state-by-state solvency regulation has 

' three inherent weaknesses: 

(1) States vary widely in .the quality of their solvency 

regulation. There are differences in regulatory workload, 

such as the number, size, and type of companies domiciled or 

licensed in a state; the available resources in a state; and 

each state's 'regulatory philosophy." 

(2) States do not have consistent solvency laws and regulation, 

nor do they fully coordinate their efforts despite their 

+nterdependence in regulating a national insurance market. 

3 



The primary regulator for a multistate insurer--the 

regulator in its state of domicile--must rely on other 

states where ths insurer operates to voluntarily share 

information about the company. This does not always occur. 

Conversely , other states rely on the primary regulator to 

take prompt corrective action to resolve a troubled or 

failing insurer. This does not always occur either. 

(3) State regulators do not oversee holding companies and foreign 

reinsurers. In part, these blind spots may have prevented 

regulators from acting to forestall several large insurer 

failures. 

EFFECTIVE REGULATION 
MANDATES USE OF AUTHORITIES 
THAT NAIC DOES NOT POSSESS 

State insurance commissioners created NAIC, in part, to help 

address the problems that differing state-by-state authorities 

and regulatory tools caused as the states regulated multistate 

insurers. Since 1987, NAIC has expanded its support staff and 

computer facilities to provide more services for state 

regulators. In 1991, the support office has a budgeted staff 

level of 142 and expenditures of $15.5 million, which is funded 

mainly by fees paid by insurance companies. Appendix I contains 

information about NAIC's revenue sources and expenses. 

4 



NAIC has recently stated the goal of creating a "national" 

regulatory system. We do not believe that NAIC can successfully 

attain that goal. 

We have assessed the adequacy of regulation in virtually all 

financial services sectors--savings and loans, commercial banks, 

credit unions, the farm credit system, government-sponsored 

enterprises, securities dealers and markets, futures markets, and 

insurance companies. Despite the differences among these 

sectors, we see the need for effective regulation in each and 

important similarities in the basic characteristics that underlie 

effective regulation. In our view, to effectively create and 

maintain a national system of insurance regulation, a regulatory 

organization would need authority to 

-- establish uniform accounting and timely reporting requirements 

for insurers; 

-- establish uniform rules defining safe and sound operation of 

insurers; 

-- establish minimum capital standards commensurate with the 

risks inherent in an insurer's operations; 

-- establish minimum standards for effective solvency regulation 

by state insurance departments; b 



-- monitor the supervisory and regulatory functions of state 

insurance departments; 

-- compel state regulators to enforce the rules for safe and 

sound insurer operations, including the minimum capital 

requirements, and to take appropriate actions to resolve or 

close troubled insurers; and 

-- levy assessments to cover the costs of oversight and 

supervision, and maintain sufficient staff and'resources to 

adequately oversee the industry. 

Furthermore, like any public regulator, a national insurance 

regulator would be subject to statutory and constitutional 

constraints, including appropriate oversight. A public 

regulator, for example, must often comply with disclosure 

requirements, restrictions on employee activities, conflict-of- 

interest laws, and mandatory decision-making procedures such as 

those contained in federal or state administrative procedures 

acts. Public regulators are subject to constitutional 

restrictions-- they may not deprive any person of property without 

due process of law. 

We do not believe NAIC can effectively carry out all the 

functions necessary for effective solvency regulation nor is it 

subject to the appropriate statutory and constitutional 

6 



constraints. Although NAIC can and does establish voluntary 

standards for insurers and state regulators, the states have 

conferred no governmental power on NAIC, and it does not have the 

authority to enforce its standards. In the state-by-state system 

of solvency regulation, NAIC cannot compel states to accept and 

implement its standards. Because Congress has allocated 

authority to regulate the business of insurance to the states, 

each state has exclusive authority to establish and implement 

solvency regulation within its jurisdiction. However, each state 

could legislatively cede some of its authority to NAIC. Even if 

each state volunteered to do this, NAIC's standing as a regulator 

would always be weak because its authority would be subject to 

revocation at any time by each state's legislature. In effect, 

NAIC would regulate at the pleasure of those it regulated. 

Furthermore, because NAIC is a private organization controlled by 

state insurance commissioners, it does not appear that NAIC 

should be delegated federal authority to regulate state insurance 

departments for at least two policy reasons. First, state 

insurance commissioners are accountable to their states and 

should not be accountable to federal authority as well, since 

this would create an irreconcilable conflict of interest. 

Second, congressional delegation of the regulatory authority 

necessary to establish NAIC as an effective public regulator 

could raise constitutional questions. 

7 
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NAIC 18 WORKING TO IMPROVE 
STATE SOLVENCY REGULATION 
--BUT IT HA8 No AUTHORITY 

The authorities that I anumerated for effective supervision and 

regulation of the industry should be exercised to accomplish five 

key objectives. These key regulatory objectives are (1) 

consistent and timely accounting and reporting, (2) early 

identification of troubled insurers, (3) timely resolution of 

troubled companies, (4) effective oversight of holding companies 

and foreign reinsurers, and (5) uniform state solvency laws and 

regulations. 

The states have primary responsibility for accomplishing each of 

these regulatory objectives. However, we have identified 

problems in the state-by-state system in meeting these 

objectives. In an effort to address these problems, NAIC has 

acted to assist or oversee the states as they carry out their 

activities. As I indicated, the ultimate success of NAIC's 

actions in each of these areas is limited by its lack of 

authority to compel more effective regulation. 

Consistent and Timely 
Accountinq and Reportinq 

To effectively monitor solvency and identify troubled insurers, 

regulators need accurate and timely information. In addition, 

the financial reports that regulators need should be prepared 

under consistent accounting and reporting rules that result in 

8 
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the fair presentation of an insurer's true financial condition. 

Although NAIC is working to address these needs, we have 

identified a number of areas where improvements are needed. 

First, a lack of uniformity in the statutory accounting practices 

(SAP) of the states may hinder effective monitoring of a 

multistate insurer's financial condition. Although each state 

requires most domiciled and licensed insurance companies to use 

and file the annual financial statement that NAIC developed, 

individual states may allow accounting practices that differ from 

those codified in NAIC's practices and procedures manuals. Since 

a multistate insurer generally prepares its annual statement in 

accordance with the SAP of its state of domicile, that annual 

statement filed in other states may not be consistent with or 

comparable to the SAP of those states. Other states where the 

insurer is licensed may require the company to refile or file 

supplements in accordance with their SAP. In this case, the 

states would be using different financial data to evaluate the 

same insurer. 

In an effort to encourage greater consistency in accounting 

practices, NAIC plans to revise its accounting manuals to unify 

existing statutory practices. However, even if NAIC adopts more 

uniform statutory accounting principles, each state could 

interpret or modify those accounting principles. 



Second, certain requirements of SAP may result in an insurer not 

fairly reflecting its true financial condition. For example, 

SAP requires insurers to reduce their surplus by 20 percent of 

certain reinsurance amounts overdue by more than 90 days. In 

contrast, Generally Accepted Accounting Principles--used by 

insurance companies for other-than-regulatory reporting--require 

an evaluation of the collectability of the entire amount 

recoverable and could require as much as a loo-percent write- 

down. This GAAP requirement would result in the insurer's annual 

statement reflecting the amount of reinsurance ultimately 

expected to be collected, a better measurement than the arbitrary 

percentage required by SAP. 

Third, false and misleading financial statements have contributed 

to insurer insolvencies. Many states had been relying on 

unverified insurer-reported financial data. NAIC now requires 

both actuarial certification of loss reserves for 

property/casualty insurers and, beginning this year, annual 

audits by independent certified public accountants (CPA) as part 

of its annual financial statement which every state uses. In 

this instance, NAIC has succeeded in using its authority to 

prescribe reporting requirements to try to improve the 

credibility of insurer-reported data. But, problems persist 

despite NAIC's improvements. For example : 
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--  T h e  annua l  i n d e p e n d e n t aud i t requ i remen t is a  d e fini te 

i m p r o v e m e n t. B u t, th e  bas is  o f th e  aud i t op in ion  still var ies 

from  e ta ta  to  state. This, is because  th e  ( C P A )  aud i t op in ion  

is b a s e d  o n  those  statutory accoun tin g  prac tices prescr ibed or  

pe rm i tte d  by  th e  state where  a n  insurer  is h e a d q u a r te red . 

A tte m p ts by  N A IC to  un i fy sta tu tory  prac tices cou ld  faci l i tate 

compar isons  o f insurers,  b u t dif fer ing state laws or  

prescr ipt ions wou ld  still take  p recedence  over  N A IC's 

accoun tin g  gu idance . 

--  T h e  ac tuar ia l  cert i f icat ion o f loss reserves is n o t 

necessar i ly  credib le.  N A IC a l lows states th e  o p tio n  o f 

accep tin g  cert i f icat ion by  insurance c o m p a n y  emp loyees . W e  

be l ieve  loss reserves shou ld  b e  i n d e p e n d e n tly ver i f ied a n d  

certi f ied. 

Four th , even  w h e n  insurers  correct ly repor t the i r  financ ia l  

inform a tio n , regu la tors  a re  n o t g e ttin g  it soon  e n o u g h  to  

iden tify t roub led insurers.  A s w e  have  prev ious ly  repor te d ,9  

annua l  s tatements d o  n o t g ive  regu la tors  a n  indicat ion o f 

p rob lems  occurr ing ear ly  in  a  ca lendar  year  u n til b e tween M a r c h  

a n d  M a y  o f th e  fo l lowing year . T h a t m e a n s  a  lag  o f b e tween 1 5  

a n d  1 8  m o n ths  from  w h e n  th e  p rob lem s,ta r te d  a n d  w h e n  th e  annua l  

s tatement  is rev iewed. B e c a u s e  a  financ ia l  e n tity can  fai l  

3 Insurance  Regu la tio n : P rob lems  in  th e  S ta te  M o n i to r ing  o f 
P r O p e r tY /CaSua l tY  Insurer  S o lvency ( G A O /G G D -89-129 , S e p t. 2 9 , 1 9 8 9 ) . 
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quickly, we believe quarterly reporting is necessary. NAIC said 

that, as of February 1991, 21 states required their companies to 

file quarterly statements, and another 16 states asked insurers 

to file on a quarterly basis. NAIC cannot require states to 

adopt quarterly reporting, but it has started to capture 

quarterly filings that are required by the states. These data 

are now available on-line to the states and will be used in 

NAIC's solvency analysis. 

Fifth, current capital and surplus requirements, which vary 

widely from state to state, are not meaningfully related to the 

risk an insurer accepts. For example, minimum statutory surplus 

requirements for a life insurer range from $200,000 in Colorado 

to $2 million in Connecticut. Likewise, minimum statutory 

surplus requirements for a property/casualty insurer range from 

$300,000 in the District of Columbia to $2.9 million in New 

Jersey. NAIC is developing risk-based capital requirements to be 

determined by the nature and riskiness of a company's assets and 

insurance business. It plans to incorporate formulas for 

calculating capital needs into the annual statement. This would 

have the effect of requiring all companies to report their risk- 

based capital target as well as their existing capital. NAIC is 

also working on a model policy for states' consideration to 

encourage uniform state action against insurers that do not meet 

the new capital requirements. To be effective, the model would 

have to be adopted without modification by all states. 



Early Identif icatlon 
of Troubled Insurers 

Without early identification of troubled companies, state 

regulators cannot reverse the affairs of troubled companies or 

act to minimize the damage resulting from insolvency. As we have 

previously reported, regulators have been relying on delayed and 

unverified insurer-reported financial data and infrequent field 

examinations to detect solvency problems. NAIC has a number of 

initiatives underway to help remedy deficiencies in timely 

identification of troubled insurers. 

Database Services 

Since 1988, NAIC has increased its support staff and computer 

facilities to improve collection and analysis of financial and 

other data on insurance companies. Through NAIC's 

telecommunications network, states have on-line access to NAIC's 

database of annual financial statements. The most recent 6 years 

of financial data for about 5,200 insurance companies are 

maintained on-line for regulatory analysis, with tapes available 

back to 1979. However, NAIC's financial database is only as good 

as the insurer-reported data, and, as I said, its actions to 

improve data quality have not been sufficient to ensure that 

outcome. 

I 
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NAIC has also developed legal and regulatory databases to help 

state regulators share information about troubled multistate 

insurers. This way, states can get a better picture of the 

complete activities of a troubled multistate insurer and prevent 

suspicious operations from spreading. Among these databases, 

NAIC's Regulatory Information Retrieval System gave states on- 

line access to the names of more than 49,000 insurance companies, 

agencies, and agents, as of April 1991, that have been subject to 

some type of formal regulatory or disciplinary action.4 Its new 

Special Activities Database, which has been operating since June 

1990, is a clearinghouse for information on companies and 

individuals that may be involved in questionable or fraudulent 

activities. 

NAIC also is developing a national complaint database that will 

help each state assess policyholder complaints from other states 

about multistate insurers and agencies. Complaint information, 

which can give states indications of solvency and other 

problems, is now maintained only state-by-state. 

NAIC's databases are important steps in the right direction, but 

their ultimate success depends on the quality of insurer-reported 

financial data and the willingness of state regulators to 

volunteer information and use the databases. 

4Examples of formal regulatory or disciplinary actions include 
license revocations, fines, and suspensions. 
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NAIC's Independent Solvency Analysis 

State regulators generally focus their resources on insurers 

domiciled in their state. NAIC independently operates two 

solvency analysis programs to help states identify potentially 

troubled multistate insurers operating in their state but 

domiciled in another state. This is an important service because 

only a few states routinely provide others with regular updates 

on financially troubled insurers. Although state regulators are 

still ultimately responsible for determining an insurer's true 

financial condition, NAICIS solvency analysis is intended to be 

an important supplement to the states' overall soivency 

monitoring. 

The first of NAIC's solvency analysis programs--the Insurance 

Regulatory Information System (IRIS)-- is intended to help states 

focus their examination resources on potentially troubled 

companies. NAIC also makes preliminary IRIS results available to 

the public. We have reported our concern that IRIS' 

effectiveness and usefulness as a regulatory tool is limited by 

certain deficiencies: 5 (1) it relies on insurer-prepared annual 

statements that previously were not always independently 

verified and are subject to significant time lags, (2) its 

financial ratios have a limited scope and may not identify all 

9Insurance Regulation: The Insurance Regulatory Information 
SyStt!m Needs Improvement (GAO/GGD-91-20, Nov. 21, 1990). 
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troubled insurers, (3) it is not equally effective in assessing 

different types and sizes of insurers, (4) it does not adequately 

address some important aspects of insurer operations, (5) it does 

not consider some readily available sources of solvency 

information, and (6) it is identifying an increasing number of 

companies, some of which may not warrant immediate regulatory 

attention. 

In 1990, NAIC developed a new computer-based financial analysis 

system to identify potentially troubled companies requiring 

state action. The Solvency Surveillance Analysis System appears 

to address a number of weaknesses we identified with IRIS. . 
However, this new solvency .system is only in its second year of 

operation, so it is too soon to assess how well it will identify 

potentially troubled companies or whether it will identify them 

early enough for effective state action. 

As part of its 1991 Solvency Agenda, NAIC plans to help the 

states identify troubled insurers by improving its solvency 

analysis systems. NAIC also added, in January 1991, a 

centralized division of financial analysis, which is intended to 

help states improve their financial analysis capabilities. 



. - 

Automated Analysis Tools 

In addition to NAIC's database and analysis systems to identify 

troubled insurers, the support off ice has developed automated 

tools to help state regulators more efficiently analyze financial 

statements and examine insurance companies. NAIC also purchased 

audit software and offered it to state insurance departments at 

no charge: 35 states had obtained the software by early 1991. 

Of particular note, NAIC has developed new tools to help states 

assess reinsurance collectability. Uncollectible reinsurance has 

contributed to several large property/casualty insurer failures. 

NAIC now requires insurers to disclose overdue amounts 

recoverable from reinsurers and has automated these data. State 

regulators can use NAIC's reinsurance database to quantify 

overdue reinsurance and identify slow-paying reinsurers. NAIC 

acknowledges that its r&insurance database is only as good as 
. 

insurer-reported financial data, and it is working to identify 

insurers who report incorrect or incomplete information. 

Resolving Troubled Companies 

Once regulators decide that an insurer is troubled, they must be 

able and willing to take timely and effective actions to resolve 

problems that may otherwise result in insurer insolvency. When 

problems cannot be resolved, regulators must be willing and able 

Y 
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to close failed companies in time to reduce costs to state 

guaranty funds and protect policyholders. 

In a recent report, we analyzed the timing of state regulatory 

action against financially troubled or insolvent 

property/casualty insurers.6 Regulators in 46 states and the 

District of Columbia reported to us the dates of insolvency for 

122 insurers and the dates on which formal regulatory action was 

initially taken against those insurers. In 71 percent of those 

cases, the states did not take formal action until after the 

insurer was already insolvent. We also found that states delayed 

liquidating insolvent insurers under state rehabilitation. 

Delays in regulatory action against financially troubled or 

failed property/casualty insurers increased costs for state 

guaranty funds and delayed payment of policyholder claims. In 36 

failed insurer cases where financial data were available, the 

company increased its sales of insurance policies, even after 

state regulators identified financial trouble. This obviously 

increases the burden on state guaranty funds. In 47 cases where 

liquidation was delayed, policyholders with claims did not get 

paid promptly because claim payments were suspended. 

6InSUranCe Regulation: State Handling of Financially Troubled 
ProPeCtY/CaSualtY Insurers (GAO/GGD-91-92, May 21, 1991). 
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We found many reasons for regulatory delay in dealing with 

troubled or insolvent insuyers. In addition to relying on 

inaccurate and untimely data reported by insurers, states also 

generally lacked legal or regulatory standards for defining a 

troubled insurer, and vague statutory language made establishing 

insolvency difficult. Actions that are needed to correct these 

problems include developing a single uniform standard for 

determining if an insurer is financially troubled, requirements 

that certain actions be taken when specific hazardous conditions 

are present, and a single uniform legal definition of insolvency 

based on loss reserves and capital adequacy. Such action would 

improve protection of policyholders and state guaranty funds. 

In 1989, NAIC created a new multistate peer review committee--the 

Potentially Troubled Companies Working Group--to track how states 

are handling problem companies. The group looks at the companies 

that NAIC's independent financial analysis identifies as 

potentially troubled and selects certain companies for. special 

attention. It requests states to respond in writing to its 

questions about those companies. State commissioners also are 

asked to appear before the NAIC commissioner committee that 

oversees the working group to discuss how they are handling 

potentially troubled insurers. According to NAIC, regulators 

are to, at a minimum, 

u 
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-- demonstrate an understanding of both the nature and extent of 

the company's problem: 

-- establish that the state has a sufficient plan of action to 

assist in correcting or stabilizing the company or that the 

state has an orderly process to withdraw the company from the 

marketplace; 

-- establish that the state has the laws, regulations, and 

personnel to effectively carry out the necessary regulatory 

actions; and 

-- establish that the state has effectively communicated its 

concerns to other regulators in states with policyholders who 

are at risk. 

NAIC follows up on potentially troubled insurers and, if 

necessary, may form a special group of state regulators to 

oversee regulatory activities for a troubled company. According 

to NAIC, peer review helps to ensure that individual states are 

promptly addressing problems and keeping other states informed 

about troubled multistate insurers. 

We do not know whether this peer review process, which is in only 

its second year, will prompt individual states to take more 

timely action to deal with troubled insurers or the extent to 
* 
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which it will enhance coordination of supervis ion of troubled 

multis tate insurers. W hatever the influence of peer pressure, 

supervisory actions to address problems of a troubled insurer 

remain the primary responsibility  of the domic iliary  s tate 

regulator, and the coordination of such actions involv ing 

multis tate insurers is  a matter of negotiation among all involved 

states. NAIC has no enforcement power to compel a s tate to take 

action agains t a troubled insurer. 

O v ersight of Bolding Companies 
And Foreign Reinsurers 

To effec tively  monitor insurer solvency, regulators must be able 

to routinely  oversee insurance holding companies . Interaffiliate 

transactions  are common in the insurance indus try and are not 

necessarily  detrimental. However, such transactions  are subjec t 

to manipulation and may be used to obscure an insurer 's true 

financ ial condition. Abusive interaffiliate transactions  caused 

the Baldwin-United failure-- the larges t life insurance failure in 

his tory. 

States  do not regulate insurance holding companies  and cannot 

regulate the noninsurance affiliates  or subsidiaries  of an 

insurance company. Consolidated s tatements  for insurers and 

affiliates  might help s tates  evaluate the overall financ ial 

condition of a holding company, but, according to NAIC, only  13 

s tates  require some form of consolidated reporting. NAIC has 
* 
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adopted model laws on holding companies to emphasize the need to 

regulate these transactions and encourage uniform state 

regulation. However, not all states have adopted NAIC's current 

model laws. 

As we previously reported,7 states have no authority to monitor 

the financial condition of reinsurers in other countries that do 

business with U.S. insurers. To effectively monitor insurer 

solvency, regulators need this authority. Foreign reinsurers 

provide more than one-third of the reinsurance written in the 

United States. While many foreign reinsurers are responsible and 

reliable institutions, some foreign reinsurers have failed to pay 

claims. Uncollectible reinsurance has contributed to several 

large insurer failures. 

NAIC has tried to help state regulators monitor foreign 

reinsurers operating in the United States by providing to them a 

database of reinsurance activity reported by U.S. insurers. 

State regulators can now quantify amounts reported as ceded to 

any reinsurer worldwide and totals ceded by country. 

However, NAIC has made little progress in helping states evaluate 

the financial condition of foreign reinsurers. While NAIC 

7Insurance Regulation: State Reinsurance Oversight Increased, 
but Problems Remain (GAO/GGD-90-82, May 4, 1990). 
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maintains a so-called white list of acceptable foreign insurers,8 

it specifically excludes foreign reinsurers. NAIC cannot require 

foreign companies to submit financial reports. Thus, its 

authority to evaluate either foreign insurers or reinsurers is no 

greater than ‘a private rating organization’s. NAIC believes that 

federal legislation is necessary to empower it to require 

foreign insurers and reinsurers to submit to monitoring as a 

condition for doing business in the United States and to require 

the states to use NAIC’s listing. 

State Solvency Laws and 
Regulations Are .Not Uniform 

Without uniformity in solvency laws and regulations, the state- 

by-state regulatory system is only as strong as the weakest link. 

Because insurers operate in many states, lack of uniformity in 

state solvency regulation provides opportunities for unsafe and 

unsound. operations while it complicates regulatory detection of 

those activities. 

Over the years, NAIC has developed and proposed for states' 

consideration about 200 model laws and regulations designed to 

foster state acceptance of the legal and regulatory authorities 

necessary to effectively regulate insurance. However, NAIC has 

8NAIC’s Non-Admitted Insurer Information Office maintains a 
quarterly listing of acceptable foreign insurers--those that have 
capital and surplus of at least $15 million, maintain a U.S. 
trust fund of not less than $2.5 million, and have a reputation 
of ctlaracter, trustworthiness, and integrity. 
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no authority to require states to adopt or implement its model 

policies. Before this year, NAIC had only limited success in 

getting states to adopt its model laws and regulations. 

Moreover, states that do adopt model laws can--and do--modify 

them to fit their situations. For example, every state has a 

property/casualty guaranty fund to pay policyholders of failed 

insurers. Although most guaranty funds are patterned after the 

NAIC model, significant differences between state laws result in 

some funds offering less protection than others. This 

undermines NAIC's efforts to achieve uniformity. (Appendix II 

compares the provisions of property/casualty guaranty funds in 

each state.) Another impediment to uniformity is the uneven 

adoption by states of NAIC amendments to its model laws and 

regulations. 

Frustrated by the difficulty of getting states to enact model 

polices and provide sufficient regulatory resources, NAIC adopted 

a set of financial regulation standards for state insurance 

departments in June 1989. These standards identified 16 model 

laws and regulations, as well as various regulatory, personnel, 

and organizational practices and procedures, that NAIC believes 

are the minimum for effective solvency regulation. Appendix III 

describes model law development and presents statistics on state 

adoption of those NAIC models. 
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Since January 1991, the National Conference of State Legislatures 

and the National Conference of Insurance Legislators have called 

on the states to comply with NAIC Is standards. Likewise, the 

National Governors’ Association has endorsed NAIC's efforts. 

NAIC's Accreditation Proqram 

In June 1990, NAIC adopted an accreditation program to encourage 

state insurance departments to comply with its new financial 

regulation standards. According to NAIC, its new accreditation 

program will have the effect of establishing a national system of 

solvency reg*ulation consistent across all states. 

However, we question whether NAIC's accreditation program can 

achieve this goal. First, even if the standards were implemented 

by all of the states, they would provide little more than an 

appearance of uniformity. The standards, for the most part, are 

general, and their implementation can vary widely. Second, the 

accreditation review process has significant shortcomings that 

cast doubt upon the credibility of NAIC's program. Third, even 

if the first two problems were solved, NAIC remains in the 

position of attempting to regulate the state regulators with no 

authority to compel their compliance. 

Overview of the Accreditation Program: To become 

accredited, a state must submit to an independent review of its b 
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compliance with NAIC's financial regulation standards. An 

accreditation teams is to review laws and regulations, past 

insurance company examination reports, and organizational and 

personnel policies; interview key department personnel regarding 

how legal provisions and regulatory practices are implemented; 

and assess the department's levels of reporting and supervisory 

review. The team is to report its recommendation as to whether 

or not a stat@ meets the standards to the NAIC Committee on 

Financial Regulation Standards and Accreditation. 

This committee of state insurance commissioners decides 'whether 

or not a state becomes accredited. To avoid a direct conflict of 

interest, the commissioner from a state applying for 

accreditation cannot vote on that state's accreditation. 

Nevertheless, since each state ultimately will undergo an 

accreditation review, a commissioner voting to deny accreditation 

to another state may be subject to retaliation. Likewise, 

commissioners could engage in "backscratching," trading an 

affirmative accreditation vote for another state to obtain 

affirmative vote for their own state accreditation. while 

have no evidence that this has occurred, we note that the 

committee process is not sufficiently devoid of potential 

conflicts of interest to preclude the opportunity. 

an 

we 

9A review team member must be knowledgeable about insurance and 
its regulation and should not currently be associated with the 
state insurance department under review including representing 
insuners in matters before that state. 
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States that satisfy NAIC's financial regulation standards will be 

publicly recognized by NAIC as "accredited" while departments 

not in compliance will receive guidance on how to comply. 

Accreditation is for a 5-year period; to be reaccredited, a 

state must undergo an independent review. NAIC is developing 

procedures for maintaining accreditation during the 5-year 

period and decertifying states no longer in compliance. 

NAIC plans to have accredited states penalize insurers domiciled 

in states that do not become accredited. Among the planned 

restrictions, beginning in January 1994, an accredited state 

would not license an insurer domiciled in an unaccredited state 

unless the insurer agrees to submit to the accredited state's 

solvency laws and regulations and associated oversight. Whereas 

the home state usually has primary responsibility for solvency 

monitoring and regulation, this penalty would subject a 

multistate insurer domiciled in an unaccredited state to 

regulation in every accredited state in which it is licensed. 

Given the varying state solvency laws and regulations, NAIC's 

penalties would be onerous for insurers domiciled in unaccredited 

states. If the accredited states carry out the penalties, 

according to NAIC, this would give insurers the incentive to 

lobby for the increased authority and resources their home state 

needs for accreditation. 



In December 1990, NAIC accredited Florida and New York, the first 

two states to undergo review. Illinois and South Carolina were 

accredited by NAIC in June 1991. At least eight other states 

have applied for accreditation as of July 1991. 

Standards May Not Achieve Uniformity And May be 

Inadequate: NAIC's standards may not achieve uniformity since 

they do not set specific criteria or practices for the states to 

meet. This is why even universal adoption of the standards would 

provide little more than the appearance of uniformity.. For 

example, NAIC's current capital and surplus standard requires, in 

part I that a state have a law that establishes minimum capital 

and surplus requirements. However, the standard does not specify 

what those minimum requirements should be. NAIC has said that 

this standard will be replaced when NAIC completes its new risk- 

based capital requirements. 

Another example is the standard for investment regulation. 

NAIC's standard is that a state should require insurance 

companies to have a diversified investment portfolio, but the 

term "diversified" is not defined. Other important terms-- 

"sufficient staff" and "competitively based" pay, for example--in 

the standards are similarly vague. 

Furthermore, we believe that some of the standards, in addition 

to bqing nonspecific, are inadequate to address regulatory 
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problems that we have identified. For example, the model 

regulation underlying NAICls standard for corrective action 

against troubled insurers is qualitative even when dealing with 

quantifiable conditions. NAIC's standard does not set a uniform 

measure for determining if an insurer is financially troubled or 

prescribe regulatory actions to be taken when specific hazardous 

conditions are present. As previously mentioned, lack of such 

regulatory guidance causes delay in states' handling of troubled 

insurers. 

NAIC's Accreditation Review Process Has Serious 

Shortcomings: NAIC's accreditation review process suffers from 

two serious shortcomings. First, because the standards are not 

specific, there are no criteria for the accreditation teams to 

use in assessing compliance with the financial regulation 

standards. Second, the lack of documentation and procedural 

requirements for the team review has, to date, made it impossible 

to independently decide whether a team's work was sufficient to 

justify a recommendation for or against accreditation. 

To evaluate compliance with NAIC's standards, each accreditation 

team has to develop its own criteria for what constitutes 

acceptable compliance. To define terms and set more specific 

criteria for its standards, NAIC plans to have future review 

teams keep records of the criteria they use in assessing 

compl,iance with NAIC's standards. They will document the 
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criteria in their reports to the NAIC accreditation committee. , 
NAIC said all criteria will be shared with the states in an 

effort to achieve greater consistency in the process and so that 

individual state8 can better prepare for accreditation. 

Due to the lack of documentation, we do not know the basis for 

the findings of the accreditation team in Florida and New York. 

The review reports for the two states--each about one-half page 

in length-- recommended that the state insurance department be 

accredited “based upon this evaluation effort and the knowledge 

and experience of the 'evaluation 'team." While the four-page 

report for the Illinois accreditation better documented what work 

the review team did, the- report still did not document the basis 

for the team's findings or recommendations. without such 

documentation or elaboration, it is impossible to independently 

verify that the team's analysis was sufficient to support its 

recommendation. NAIC's accreditation committee required the 

Illinois review team to submit an additional summary of its 

findings to support the team's conclusions that the state 

complied with each standard. 

Based on lessons learned in Florida and New York, NAIC developed 

a more detailed work plan for use in subsequent accreditation 

reviews. The expanded work plan is a good starting point, but it 

will still be necessary to develop more detailed procedures and 

documentation requirements to ensure consistency between review 
* 
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teams and support for findings in the future. We base this 

conclusion on our observations of an'accreditation review team 

planning session in March 1991 and the team's visit to the 

IllinOiS Insurance Department in April 1991. We question 

whether NAIC's work plan for the Illinois review was sufficient 

to ensure accreditation reviews that are consistent and 

sufficiently documented. NAIC's only quality control over the 

team's analysis has been to have an observer from the support 

office on each review. 

A final problem with the accreditation review work plan is that 

coverage of work does not seem to have been sufficient to assess 

how well a state implements NAIC's standards. We question, for 

example, how the accreditation team assessed implementation of 

Florida's regulations given that several key provisions were 

adopted through emergency rule-making only weeks before the 

review. Although the standards called for the review team we 

observed to assess whether Illinois had implemented NAIC's 

guidance on handling troubled insurers, the team did not. Team 

members said that they assumed Illinois had followed NAIC's 

procedures because Illinois helped write the handbook. 

CONCLUSIONS 

Although insurance is a national market, the state-by-state 

system of insurance solvency regulation is characterized by 

varying regulatory capacities and a lack of uniformity. 
') 
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NAIC has taken a number of steps toward strengthening the state- 

by-state regulatory system and addressing a variety of problems. 

It has been successful in using its authority to prescribe 

reporting requirements to achieve uniformity in some aspects of 

state solvency regulation. NAIC has not been as successful with 

its model laws, which must be adopted by each state. 

NAIC is trying to establish a national system of effective 

solvency regulation through its accreditation program. In 

effect, NAIC has assumed the role of a regulator of state 

insurance regulators. However, we do not believe that state 

adoption of NAIC's current standards will achieve a consistent 

and effective system of solvency reg.ulation. The underlying 

standards for accreditation are often undemanding and, in some 

cases, inadequate. 

Even if NAIC devised sufficiently stringent standards for 

effective solvency regulation, however, we do not believe that 

NAIC can surmount the fundamental barriers to its long-term 

effectiveness as a regulator. Most importantly, NAIC lacks 

authority to enforce its standards. NAIC is dependent on 

consensus-- indeed unanimity-- among state insurance commissioners 

and legislatures to enact and implement its policy 

recommendations in a manner that achieves consistency in state- 

by-state regulation. Progress toward such consensus and 

unanimity appears to be occurring presently under the glare of 
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intensified public scrutiny of the insurance industry and its 

regulators. Given NAIC's historical lack of success in securing 

state adoption of its model policies, it is highly questionable 

whether such prograsr will be sustained over the long run as 

interest in the industry's condition wanes. 

NAIC does not have the authority necessary to compel state 

action or to sustain its reforms. We do not believe it can 

effectively be given such authority, at least on a lasting basis, 

by either the states or the federal government. The main road to 

effective regulation of the insurance industry does not pass 

through NAIC. 

This completes my prepared statement. We would be pleased to 

respond to your questions. 



APPENDIX I APPENDIX I 

NAIC’S FUNDING AND EXPENSES 

NAIC is a voluntary association of the heads of the insurance 
departments of the 50 states, the District of Columbia, and 4 
U.S. territorie8. NAIC has two organizational elements: the 
group of state insurance commissioners and its centralized 
Support and Services Office (support office) headquartered in 
Kansas City, MO. This appendix presents the funding sources and 
the expenses for NAIC’s activities and operations. 

NAIC ’ s Revenue Sources 

NAIC estimates that its total 1991 revenue will be about $16.2 
million. Figure I. 1 illustrates NAIC’s revenue sources. While 
NAIC serves state regulators, assessments on the states on the 
basis of the premium volume of their domestic insurers represent 
about 5 percent of NAIC’s revenue. Other than education and 
training, which represent 1 percent of NAIC’s revenues, NAIC’s 
services and publications are available to the states at no cost. 

Fiqure 1.1: NAIC 1991 Revenue Sources 

Services (ind. SVO and Nonadmitted 
Insurer’s Information Offiie) 

4.7% 
Meeting Registration Fees 

Education and Training 

7.5% 
Othrr Income (e.g. software, interest) 

5.3% 
State Assessments 

Data Barre Filing Fees 

Pubkations and Subscriiions 
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NAIC relies on the insurance industry for most of its revenue. 
Database filing fees --which represent 46 percent of NAIC's 
revenue--are mandatory fees on insurance companies that are 
required by their states to file with NAIC. The insurance 
industry also purchases NAIC publications and the services of 
NAIC’s Securities Valuation Office (SVO) and the Nonadmitted 
Insurers Information Office. Finally, only industry . 
representatives pay to attend NAIC's meetings. 

NAIC 1 s Expenses 

Figure I.2 shows NAIC's proposed expenses for 1991. Nearly one- 
third of its $15.5 million expense budget is spent on its 
executive office and operations to support the NAIC committee 
system. This also includes overhead costs, such as rent and 
equipment depreciation, for the entire support office. The other 
major expenses in 1991 are NAIC's information systems ($3.7 
million), Securities Valuation Office ($1.7 million), and 
financial services ($1.7 million). 

Figure 1.2: NAIC 1991 Proposed Expenses 

Meetings 

Senwities Valuation Office 

Information Systems 

w 
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NAIC’a Staffinq Growth 

Since 1987, NAIC’s support office has grown rapidly. NAIC's 
budget has increased over two and a half times, from $5.9 million 
in 1987 to $15.5 million in 1991. Figure I.3 show8 the growth in 
employment within various departments of NAIC’8 support office. 
The number of employees has about doubled from 72 in 1987 to 142 
in 1991. NAIC’s employment growth reflects its efforts to 
provide more service to state regulators. 

Much of this staffing growth occurred in the information systems 
department. NAIC operates a $4.5 million computer system and 
telecommunications network for states to share information and 
have on-line access to NAIC's financial, legal, and regulatory 
databases. Computer support staff grew from 17 persons in 1987 
to 51 persons in 1991. 

Figure 1.3: NAIC Staffing by Department (1982-1991) 
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APPENDIX III 

ADOPTION OF KEY NAIC 
MODEL LAWS AND REGULATIONS 

APPENDIX III 

Historically, one of NAIC's principal functions has been to 
develop model laws and regulations for the states' consideration. 
These models a,re designed to improve state insurance regulation 
and promote uniformity among the states.1 

Even though NAIC's models represent a consensus of state 
insurance commissioners on the minimum requirements for effective 
regulation, the record of their adoption by the states has been 
mediocre to poor. This is because NAIC can only recommend 
policies and encourage state adoption. NAIC has no authority to 
compel states to adopt and implement models which it considers 
essential for effective solvency regulation. Because states have 
not universally adopted the models, the state-by-state system of 
solvency regulation lacks uniformity. 

HOW NAIC MODELS ARE DEVELOPED 

When NAIC recognizes a regulatory issue needing study or action, 
it forwards the issue to a group of state regulators. The group 
generally researches the issue and may hold hearings and request 
input from industry advisory groups. When the NAIC group 
believes-it has sufficient information, the group may draft and 
propose a model law or regulation to address the issue. The 
draft is then discussed and reviewed within NAIC. NAIC can elect 
to expose the draft model for comment by interested parti,es. The 
draft is eventually submitted to NAIC's Executive Committee of 
officers for approval. If approved, the draft is submitted to 
all state commissioners for consideration. Models are adopted or 
rejected by the state insurance commissioners through a majority 
vote during a plenary session at an NAIC national meeting. 

As of April 1991, NAIC had adopted about 200 model acts and 
regulations for the states' consideration. In addition to 
solvency-related matters, NAIC models address other regulatory 
issues, including rate regulation and consumer protection. 

'For convenience, our discussion refers to adoption of model laws 
and regulations by states. In fact, the jurisdications include 
the 50 states and the District of Columbia for a total of 51 
jurisdictions. 
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KEY NAIC MODELS 
HAVE NOT BBEN ADOPTED 

Through its financial regulation standards adopted in June 1989, 
NAIC has identiffsd the legal and regulatory authorities which it 
considers, at a minimum, to be essential for effective solvency 
regulation. Among other things, the standards include those 
model laws and regulations which a state insurance department 
should have to be accredited by NAIC. According to NAIC, its 
accreditation program has served as a catalyst to drive the 
adoption of a minimum set of solvency laws and regulations by the 
states. NAIC has identified 38 states which as of April 1991, 
have legislation or regulation pending for adoption. 

NAIC must rely on state insurance commissioners to introduce the 
models in their various state legislatures and work for their 
passage. Individual states, in turn, may modify NAIC models 
depending on local needs and circumstances. 

Using NAIC's Model Laws, Regulations and Guidelines publication 
service, we tabulated states's adoption of 14 mode1 laws and 
regulations referenced in NAIC's financial regulation standards. 
Table III.1 lists 14 model laws and regulations and presents 
aggregate statistics on the states' adoption of these models as 
of April 1991.2 Table III.2 shows the numbers of states which 
have changes to current legislation or regulation pending and of 
states which had new legislation or regulation pending as of 
April 1991, according to NAIC. Table III.3 presents each state's 
record for adopting the NAIC models. 

As these figures show, adoption of NAIC models varies widely. 
For example, only two of the four NAIC models adopted before 
19800-the Standard Valuation Law and the Insurance Holding 
Company System Regulatory Act-- have been substantially enacted in 
all states. NAIC's Insurers Rehabilitation and Liquidation Act, 
or legislation that NAIC identified as substantially similar, has 
been enacted in 24 states, while 27 other states have legislation 
or regulations related to the subject but not the same or 
substantially similar to NAIC's model. 

While the original insurance holding company model was enacted in 
virtually every state, most states have 'not adopted key 
provisions that NAIC added in 1984 to control abusive 

2The figures do not include two NAIC model laws for state 
guaranty funds. Appendix II compares state provisions for 
property/casualty guaranty funds. 
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interaffiliate transactions.9 In this regard, only seven states 
adopted expanded authority to issue cease and desist orders and 
to impose civil penalties, while only six have added ,a provision 
allowing a receiver to recover funds from an affiliate. 
Additionally, NAIC’8 model regulation to supplement its holding 
company model act still has not been adopted in nine states. 

Of the models proposed by NAIC since 1980, only the Model Risk 
Retention Act has been adopted in more than half of the states. 
In contrast, the Model Regulation to Define Standards and 
Commissioner’s Authority for Companies Deemed to be in Hazardous 
Condition has been adopted by only four states since its 
adoption in 1985. 

NAIC recommended independent annual audits by certified public 
accountants in 1980. However, by the end of the 19808, only 15 
states had adopted this requirement. NAIC effectively abandoned 
the model law process as a means to get states to require this 
-important regulatory tool. Instead, NAIC used its authority to 
prescribe annual statement reporting to require independent 
annual audits for insurers. This requirement now applies to all 
states. 

. 

For new model laws, proposed after NAIC promulgated its original 
financial regulation standards in June 1989, states have two 
years to comply. For example, the Managing General Agents Act 
and the Reinsurance Intermediary Model Act were added to NAIC's 
standards in 1990, so the states have until 1992 to comply. 

2The 1984 amendments to the insurance holding company act were in 
response to the Baldwin-United Life insurer failure. 
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NAIC Model 

Number of States With 
Date Modell No 

Model Similar Related Current 
Adopted Legislation Laglsiation Legislation 

C&nmbioner% AudwIty for Companies I 

for Adn8uranw Act 
R43gulation for Life Reinwrance 

1 1984 1 & 28 I 4 I 
I 

1111.11.11.11. !::.!::::,::::.:'::.!:.:::::!:::'.!:!:::'.i::!:'.:~...~~~~:::,.,~:~:~: . . .x.x >,., ,., ,., ,.:a,. .,,.. .,.,\. . ,..,. . . . . . . . . . . . . . . . .;,, ~:,:,:.~:,~:,:::::.:::::.:.:,; 
Agreements 

CPA Audit Regulation 
Rehabilitation and Uquidatlon 

ModelAot’ 
IRIS ModeI Act 
Risk RetwNion Act 

I Busimss Transacted w/Producer 
Controlled P/C Insurer Act (1) 

Manaaina Qeneral Aaent Act (11 

1986 
1980 

1978 
1985 
1983 

[Reinsuranca lntermediarles Act (1) 

(1) States Have Until 1992 to Adopt 

(Information as of April 1991) 

1 1990 [ 3 I 1 47 I 

* 
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Table 111,2z summuy d 8taw with Leglslat&n or RegulBtbns Pending 
RebmKmNAlc -Modelr, 

State8 With 
Date Change8 to Initial 

Model Legislation Legisiation 
NAIC Model Adopted or Regulation or Regulation 

by NAIC Pending Pending 
Examination Authority (1) 1991 6 0 
Regulation to Doflne &andarda and 

CommiuWnerJr Authorfty for ComparW 
in Hazardow PinanoIaI Condition 1935 0 4 

Holding Company Aot 1959 16 0 
Holding Company Reguiatlon I 1971 I 0 I 0 
Standard Valuation Law I 1943 I 4 0 
Credit for Reineuranoe Au 

I Regulation for Ufo Reinuuranoe 
Aareemena 

1 

CPA Audit Regulation 
Rehabilitation and Liquidation 

MOd0iAOt 
ct 1 1985 1 3 I 4 IRIS Model AC 

RMk Retention Act Budne 188 Tran8acted w/Producer 
Controlled P/C insurer Act (1) 

Managing General Agent Act (1) 
Reinsurance intermediarier Act (1) 

(1) States Have Until 1992 to Adopt 

(information as of April 1991) 
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NAIC MoDa u< AL AR AT CA CO C’i’ DE M: PL QA HI 
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I NAG MODEiL 

lixmlu~Aumorlty(1) 
RogululontoDofha&mdudoand 

CPA Audt Mgubtbn 
RaFtabultrtknMdckrrlrhwan 

MoalAot 
IRIS Model Aot 
Rkk Ratentlon Act 
Buobww Trumotoa w/Producer 

Controlld P/C Insurer Act (1) 
MurrohQQenomlAQmtAGt(l) 
mkuumlm Intorm~@s Aot (1) 

STATE 

IA ID IL IN KS KY LA MA MO ME MI MN 

M M R M R/F , . . . , , . , , v, , . v v ,I., , . . . , a.. 
A P M R R (M I IR IR 
M M M M M IM lhrl IP IM IM IM IM 

:’ 
P 
R/P P M P M 
P P 

M 
P 
P 

I 
M IP 

‘) 
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Contfolbd P/C Inaurw Act (1) 
Mul8#ngQaumlAprntAu(1) 
R- IV Aot (1) 
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NAIC MODEL 

bambuwtAumutty(1) 
l~tODO2ttOil-unsrsmd 

ModolAot 
918 Modal Aot 
llrk Ratontlon Aot 
lu8lnou Trulrroud WlPmdwu 
controlled P/C In8uror Aot (1) 
luuolnQQ~AoomAos(1) 
l-IBAot(l) 

EQEND * 
k-v- 
I:2nwtadRotuadLogMbn/Ro2ulatkn 
‘:Pondlng LoglawwFtm 
I )Sutoa Have Until 1222 to Adopt 
nformatlon u of April 1921) 
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. Controlled P/C Iruurer Act (1) 
MuuaiylQ~hQoncAot(1) 
,R&uururoo I- Aot (1) 
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