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This guidance is as adopted by the NAIC as of December 2018. Please note that there are modifications to
the chapters that are included in this handbook during each calendar year, as such guidance is subject to

the maintenance process. To address this, the NAIC has a web page dedicated to providing the holder of O

this manual with the latest information/interim adoptions which impact the content of this handbook

State regulators may access updates adopted after December 2018 and Market Regulation %
Reference Documents via myNAIC on StateNet at the link Market Regulation Handbook, Han
Updates and Reference Documents.

Non-regulator purchasers of the 2019 Market Regulation Handbook may access updates atigated Jfter
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Sampling Chapter 14 Chapter 17
Automated Examinations Tools and T Chapter 11 Chapter 18
Writing the Examination Report Chapter 15 Chapter 19
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Market Regulation Handbook Chapter/Section Cross-Reference Table, cont’d

Page 2 of 2

Volume IV-Review/Examination Criteria for Specific Types of Insurance and Regulated Entities
(Pages 277-1117)

Chapter/Section Title Location in Location in 2018
Handbooks Handbook and
Published Subsequent Years’
2006-2017 Handbooks

General Examination Standards Chapter 16 Chapter 20

Conducting the Property and Casualty Examination Chapter 17 Chapter 21

Conducting the Title Insurance Company and Title Insurance Chapter 18 Chapter 22

Agent Examination

Conducting the Life and Annuity Examination Chapter 19 Chapter 23

Conducting the Health Examination Chapter 20 Chapter 24

Conducting the Affordable Care Act (ACA) Related Chapter 20A Chapter 24A

Examination *

Conducting the Medicare Supplement Examination Chapter 21 Chapter 25

Conducting the Long-Term Care Examination Chapter 22 Chapter 26

Conducting the Consumer Credit Examination Chapter 23 Chapter 27

Conducting the Surplus Lines Broker Examination Chapter 24 Chapter 28

Conducting the Advisory Organization Examination Chapter 25

Conducting the Third-Party Administrator Examination Chapter 26

Conducting the Examination of a Viatical Settlement Provider | Chapter 27

Conducting the Premium Finance Company Examination Chapter 28
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VOLUME I—FORWARD
Overview of Market Regulation Oversight

The original Market Conduct Examiners Handbook was developed as a collaborative effort by jurisdictions
actively involved in the market conduct examination process. In 2005, the Market Analysis Handbook and the
Market Conduct Examiners Handbook were merged into the Market Regulation Handbook (handbook). The
NAIC model statutes and regulations have served as the basis for the handbook, because insurance statutes in
many jurisdictions have evolved from NAIC model laws. The Market Conduct Surveillance Model Law (#693),
which was jointly adopted in 2004 by the NAIC and the National Conference of Insurance Legislators (NCOIL),
contemplates that state insurance departments will use this handbook as a resource for developing a baseline
understanding of the insurance marketplace through market analysis, which will serve as a basis for further
market surveillance activities such as additional investigation or market conduct examinations designed to address
compliance problems. As outlined in later sections of this handbook, these activities may be initiated by a single
state, or may be coordinated among a number of jurisdictions.

Intended Use of the Market Regulation Handbook &
This handbook is only a guide and should be used by each jurisdiction as a tool for developing j uris :
specific procedures and guidelines. To effectively use this handbook, it is recommended that eac
closely review the handbook to determine those standards that reflect the statutes and regulations
jurisdiction and those that do not. This handbook is designed solely to provide assistance to each j

implemented by any jurisdiction. It is not 1ntended that market regulators apply any requlrem
regulation process beyond the laws of their respectlve jurisdictions. To the extent possihig
encouraged to follow the standards established in this handbook. The text of tif
procedure or policy of a given jurisdiction only after it has been adopted by that@pgend eviafbns from this
handbook by an agency to accommodate the specific requirements of its own jurisdic shi
as a failure of that agency to implement adequate examination or other market re

It is also important that each jurisdiction communicate to its market regulat
regulatory efforts. This includes direction regarding in which areas a juris
conduct initiatives and regulatory responses are to be concentrated, a

and scope of its market
arket analysis, market
rds and criteria are to be

considered within any particular subject area. For example, a juisdic ish to concentrate on market
analysis of complaint data and trends in a specific line of busines a jugi ion may wish to focus upon a
regulated entity’s compliance with a limited number of key a particular state regulation. Specific

2 to Wharpen the jurisdiction’s focus on its
any staff resources.

Structure of the Market Regulation Handbook
Beginning with the 2018 edition of the Market Reg@lation Handbook, the subject matter of the handbook is
restructured and divided into four volumes:
e Overview of market regulation oversight;
e What is market analysis;
e How to conduct market condu
e Review/Examination criteria fo

The Market Regulation Handbo
purpose of the restructuring of th
above and to provide regulators
surveillance activities.

table of cont@ts outlines the subject areas contained within each volume. The
ndbook is to combine interrelated chapters into the broad categories outlined
nctional guidance to support state insurance department market
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Updating the Market Regulation Handbook

This handbook is updated and released on an annual basis. Updates to the Market Regulation Handbook that are
adopted periodically during the year by the Market Regulation and Consumer Affairs (D) Committee will be
posted on the NAIC website. Instructions for accessing the updates on the NAIC website are located at the front
of the most recently published Market Regulation Handbook.
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Chapter 1—Introduction

A. Resources Available to Market Regulation Professionals

The evolving market regulation process necessitates the need for identification of key players, as well as the need
for increased communication. There are many new players that have been identified and many tools have been
created to help facilitate this communication.

Collaborative Action Designee (CAD)

The Collaborative Action Designee (CAD) is the one contact identified by the director/commissioner of each
state/territory to have full responsibility for all communications related to market regulation collaborative efforts.
This includes participating, or assigning a designee to participate, in Market Actions (D) Working Group
meetings or conference calls. While the Market Analysis Chief (MAC) oversees the internal state process of
identifying entities with potential market regulatory issues, the CAD oversees the process of communicating

Group. The CAD and MAC are responsible for exchanging information with other state insurance departm
via the NAIC Market Regulation and Market Analysis bulletin boards. g

about those entities and collaborating with other CADS, potentially through the Market Actions (D) WorkeQ

Consumer Assistance Bulletin Board

The NAIC Consumer Assistance Bulletin Board is a regulator-only bulletin board designed for stgte ¢ e
services regulators to communicate global issues, concerns, questions and information about consu se s
issues. The bulletin board is available on iSite+ and on StateNet.

Core Competencies

Core competencies were developed by regulators to meet expectations from conggme % ance industry
and all interested parties for effective state-based regulatory oversight of thei-lrl magctplace. Core

|
ant

competency standards are uniform standards that measure an individual state inghr défprtment’s overall

ability to effectively and efficiently regulate the insurance marketplace. The% categories of core

competency are set forth below. The currently adopted core competency sta ntained within Chapter 5
of this handbook.

e Resources—Standards regarding a state’s regulatory authority, st
a state’s utilization of contract examiners;

e Market Analysis—Standards regarding market analysis, gt 0
state insurance department Market Analysis Chief (Vg
analyst;

e Continuum—Standards regarding the use o
investigations and consumer complaints; and

e Interstate Collaboration—Standards regarding the N
role and responsibilities of a state insurance dggartment

s
d tr , and standards relating to

e role and responsibilities of a
skills and knowledge of a market

pptions, market conduct examinations,

borative Actions Guide document and the
Gtlaborative Action Designee (CAD).

Market Action Tracking System (MATS)

The Market Action Tracking System (MAT
schedules and results of examinations
examinations and non-examination inq

et conduct examiners and analysts to communicate
actions. MATS allows for the calling of market conduct
actions, in addition to providing easy access to complete
information about the entities involve on. Market actions captured in MATS are: comprehensive
examinations, targeted examinations, focuse uiries (typically inquiries made of multiple market participants)
and other non-examination regu interventions.
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Market Actions (D) Working Group

The NAIC Market Actions (D) Working Group is the national forum to identify and address issues of multistate
concern and for states to coordinate multistate regulatory actions, including market conduct examinations. States
can explore, for example, whether they are targeting the same companies, nationally or regionally. The more
states that follow this handbook, the better the Market Actions Working Group will be able to function and the
more effective the Working Group’s market oversight will become.

The Market Actions (D) Working Group consists of a minimum of 16 members and their alternates, and provides
policy oversight and direction to the Collaborative Action Designees (CADs), facilitates interstate
communication, recommends appropriate corrective actions, coordinates collaborative state regulatory actions and
facilitates the use of a broader continuum of market actions. The Working Group focuses its efforts on those
nationally significant insurers that exhibit characteristics indicating current or potential market regulatory issues
that impact multiple jurisdictions.

Market Analysis Bulletin Board

The NAIC Market Analysis Bulletin Board is a regulator-only bulletin board designed for state market analyst
communicate issues, questions, concerns and information about the market analysis process. The bullet"boa

available on iSite+ and on StateNet.

Market Analysis Chief (MAC) \
The Market Analysis Chief (MAC) is the principal liaison with the NAIC Market Regulation Depafigent e
Market Analysis Procedures (D) Working Group and is responsible for communication with other units

within the department. The CAD and MAC are responsible for communicating with oth
departments via the NAIC Market Regulation and Market Analysis bulletin boards.

Market Analysis Prioritization Tool (MAPT) ¢
The Market Analysis Prioritization Tool (MAPT), released in 2006, expande arket Analysis
Company Listings' by creating a scoring system so companies can more easily b ort . MAPT is designed

to provide regulators with a web-based tool that serves as a starting point
companies for further analysis. This prioritization of companies allows states
develop more efficient regulatory policies and practices. MAPT utilizes
from state and national sources, to generate weighted ratios on whic
regulation components vary by line of business. They include@but

sis process by prioritizing
ctte us their resources and to
teand financial components,
tion is based. Key market
ited to: losses, expenses and

Market Analysis Review System (MARS)
The Market Analysis Review System (MARS) is availa
tracking, recording and reviewing Level 1 Analysis and Leve

Market Conduct Annual Statement (MCAS)
The Market Conduct Annual Statement (MCA! as developed with the input of state regulators and
representatives from the insurance industry. It praxide analysis tool for certain key market data elements that
help regulators allocate market analysis resou e thi?y can be most effective. States participating in MCAS
intend to review their markets and sharthe rd eir respective analyses and work to coordinate any needed
responses or examinations.

Market Information Systems S)

! As of December 20 alysis Company Listings report is no longer available. The data elements and
functionality contained wi viarket Analysis Company Listings report were incorporated into the Market Analysis
Prioritization T A ection D of Chapter 7.
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Market Regulation Bulletin Board

The Market Regulation Bulletin Board is a regulator-only bulletin board designed for state market conduct
regulators to communicate global issues, concerns and information about entities engaged in the business of
insurance or the specific rules/laws that help govern the industry. The bulletin board is available on iSite+ and on
StateNet.

NAIC Staff/Research Resources

The NAIC offers financial, actuarial, legal, computer, research, market conduct and economic expertise. The
NAIC Market Regulation Department supports state insurance regulators in fulfilling the state insurance
departments’ responsibility of protecting the interests of insurance consumers by helping coordinate state market
regulatory functions, such as consumer complaints, market analysis, producer licensing and regulatory
interventions.

The NAIC Market Regulation Department offers education and training to regulators and non-regulators in
various formats: as instructor-led sessions, webinars, online training and web-based “on-demand” training. Some
of the areas/topics in which the Market Regulation Department has provided training include: Baseline Analy;
Market Analysis Techniques, Producer Licensing, Consumer Assistance Training, Market Conduct Exwlinat

and Market Conduct Annual Statement data collection and analysis. Other NAIC education and trainingpto

will continue to be added in the future. \
The NAIC Financial Regulatory Services Department provides technical expertise in areas of finan e idy
solvency regulation, financial reporting, as well as other financial-related expertise.

The NAIC Research Library supports state insurance department regulators and NAIC sta iddflo a free
inquiry and reference service and maintaining an extensive archive of NAIC publit@s Warch librarians
answer information requests on a variety of issues, and strive to provide responses #reg in 24 hours.

The NAIC Help Desk provides technical support and customer service for N. ations, products and

,
services to enhance productivity within the insurance regulatory communi ors may access NAIC Help
Desk services at 816-783-8500 or via email at relp@naic.org.

B. Resources Within State Insurance Departments

Many of these resources, such as a state insurance department cons co nt resolution unit, are discussed

Market conduct examinations focus on such areas as operati€ sement, complaint handling, marketing and
: ating, and claims. The financial condition
matters. Market conduct compliance issues can have a
significant effect on legal and compliance risks, w in turn can create material solvency issues. Coordination
with the financial examination function is ang t area for market conduct examiners to understand.
Guidance on financial condition examinations the Financial Condition Examiner’s Handbook and
is available through the Insurance Prodfts anl ¢ Division of the NAIC.

Financial Analysis

Financial reporting and analysi
compilations on a multistate b
provide valuable assistance in interp

information hared with the NAIC, which assembles a wide range of data
An insurance department’s financial analysis and examination staff can
ing this information.
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Rates and Forms Information

Tools such as the System for Electronic Rate and Form Filing (SERFF) and the insurance department posting of
state filing review requirements provide a wide range of new data in formats that are more readily comparable
across state and regional lines. As of April 2019, 53 jurisdictions including the District of Columbia, Puerto Rico,
Guam and the Virgin Islands — plus more than 4,500 insurance companies, third-party filers, rating organizations
and other companies—are using SERFF to efficiently and effectively speed insurance products to the market. The
SERFF system provides an indicator of marketplace trends, such as overall increases in premiums or changes in
coverages by the submission of filing of amendatory endorsements and exclusions.

Organized Intra-Department Communication

State insurance departments are organized differently, but all perform a range of market regulation functions,
from consumer assistance to producer licensing, from rate and form review to market conduct exams, and from
investigations to enforcement. All of these functions, as well as financial regulation functions, generate useful
information about market problems. An effective market analysis program must include clear procedures for
regularly sharing data and other information among the various divisions of an insurance department.
Recommended methods of sharing internal information include holding a monthly update meeting or emailj
issues that may be of concern or interest to other sections. P

C. myNAIC \
S
lator-

only NAIC/NIPR/IIPRC tools. Regulators may access myNAIC by clicking on the
www.naic.org; regulators may then login to the regulator-only portion of myNAIC by clickigg > in the
upper right corner of the myNAIC public applications web page. The applications on‘®Qg egulator-only
page are based upon the roles associated with a regulator’s iSite+ password and IBpAl ionality from
the former myNAIC, such as “News and Resources” and “Tools” has been incorporaté@guto

D. Center for Insurance Policy Research (CIPR)

The mission of the NAIC Center for Insurance Policy and Research L&IP serve federal and state
lawmakers, federal and state regulatory agencies, international regulatofy a ics dnd insurance consumers by
enhancing intergovernmental cooperation and awareness, im’ovin sufler protection and promoting
legitimate marketplace competition.

The CIPR coordinates the collection and disseminatiog
enhancing:
e Regulatory cooperation between federal, state and in

e ddta and research for the purpose of

agencies and functional regulators;

e Comprehension of insurance-related topics and issues b ’ral policymakers and others;
e Insurance information exchange between the (Fates and the federal government; and
e NAIC and state regulator participation in p policy discussions and decisions affecting insurance and
the broader financial services sector.
The CIPR website Attp.//www.naic.or il is organized into four sections, a what’s new section, an

a CIPR newsletter section. The CIPR what’s new section
contains recently released CIPR webinar pralg
section provides links to upco IPR and NRIC events, as well as a by year listing of presentations for past
CIPR events. The CIPR topics ey initiatives section presents a topical listing of key insurance regulatory
issues. Topics on the key issue organized in alphabetical order; each key issue contains a brief
summary, support docume
section provides accggs to ¢

rent and previously issued CIPR newsletters, as well as an index to newsletters.
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E. The Interstate Insurance Product Regulation Commission (IIPRC)

The Interstate Insurance Product Regulation Compact (Compact) is an agreement, which is enacted by law,
amongst member states (“compacting states”) to participate in a multistate regulatory system for the filing, review
and approval of asset-based insurance products, including individual and group life, annuities, long-term care and
disability income insurance. The Compact established a multistate public entity, the Interstate Insurance Product
Regulation Commission (IIPRC). The IIPRC is a member-driven organization that serves as a central point of
filing, review and approval for asset-based insurance products under detailed and comprehensive uniform
standards.

The IIPRC website is www.insurancecompact.org and includes the Compact legislation, as well as the IIPRC
bylaws, annual reports, budgets, uniform standards, operating procedures and other relevant tools, tutorials and
information. In June 2007, the [IPRC became operational and received its first product filings. As of March 2019,
more than 320 companies have filed one or more product filings with the [IPRC for approval since June 2007.
The uniform standards require that all forms submitted for approval to the IIPRC have a form identification
number in the lower left-hand corner where the form number must include a prefix of “ICCxx” (where

&

represents the appropriate year the form was submitted for filing). Within the NAIC System for Electggnic F Q

and Form Filing (SERFF), compacting states have read-only access to product filings submitted to the
approval and use in their respective state (each compacting state administers the roles and access L&
information stored within SERFF). Regulators may want to refer to the [IPRC map on the IIPRC we whi
shows the compacting states in yellow.

Through enactment of the Compact, compacting states agree that the uniform standards apply a ir stafe"law to

the content requirements of products filed and approved through the ITPRC. In other words 1 andards

are the applicable content requirements for Compact-approved products rather g % ecific content
O

cOEt of the ITPRC-

requirements and laws. When working with an [IPRC-approved product, marke@eguld d be familiar
with the uniform standards as they are the applicable requirements of the provisi
approved forms.

Compacting states work together to develop strong and detailed uniform sta s e content of asset-based

products that protect consumers equally across the compacting states. Cogaaanie ese uniform standards to

submit a set of standard forms in a product filing to the IIPRC. The IIPRE revigas these product filings, working

with the filer toward compliance and approval in an average revillw ti ufh less than the required 60-day
SS

turnaround time. \‘
The IIPRC’s uniform standards development and rulgiaki e as continually demonstrated state

among the compacting states to address
her strengthening the standards. On its
rulemaking docket located on the ITPRC website, the [IPRC put@gics draft uniform standards in the rulemaking
process that are being considered by the compactinPstates. When uniform standards are adopted, the IIPRC
publishes these uniform standards, along with all ant rulemaking material, on its rulemaking record on the

IIPRC website.
hcting states, which is generally the state’s chief insurance

The IIPRC includes one member from @ch, of @
regulator. The IIPRC operates in an opSiand Wgasafient manner, holding public hearings and soliciting public

comments as a fundamental part of its dec -making process. The IIPRC, its management committee and its
other committees regularly re;
consumer advisory committee an

est input froWp a legislative committee, an industry advisory committee, a

terested parties.
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As of March 2019, the IIPRC has adopted 100 uniform standards covering a wide range of products and benefit
features for the four individual asset-based insurance product lines authorized by the Compact as well as for group
life and disability income insurance products, specifically for employer/employee groups. As authorized by the
Compact, the IIPRC reviews rate filings for individual long-term care and disability income insurance products,
as well as advertising associated with [IPRC-approved individual long-term care insurance products.

F. Other Regulatory Sources

Federal Regulators and Databases

Expanded information sharing with federal regulators assists both state and federal regulators in conducting more
efficient and effective oversight. States can enhance information sharing by reporting information to federal
databases, such as the National Practitioner Data Bank (NPDB), which contains information on medical
malpractice payments and certain adverse actions related to health care practitioners, entities, providers and
suppliers. To eliminate NPDB data reporting/querying overlap with the Healthcare Integrity and Protection Data

111-148. As a result of the legislation, effective May 6, 2013, NPDB operations were consolidated with thos

the former HIPDB. Information previously collected and disclosed by the HIPDB is collected and di‘lose

the NPDB. Regulators may also pursue access to other federal databases (for example, the FBI datalx
NN

Bank (HIPDB), the U.S. Congress passed Section 6403 of the Affordable Care Act of 2010 (ACA), Public Lat
1

producer licensing purposes). Each state should have ongoing arrangements with the various fed
services regulators to share consumer complaint information arising out of cross-sector market activiti

The U.S. Securities and Exchange Commission (SEC) SEC oversees the key participants in the securitiy world,

including securities exchanges, securities brokers and dealers, investment advisors and mutual . Thy Cis

concerned primarily with promoting the disclosure of important market-related informadg ing fair

dealing and protecting consumers against fraud. The SEC website www.sec.gov provicgg, agon on publicly

held companies, as well as on entities licensed to sell securities products. The SE@s E[oo :

Analysis and Retrieval (EDGAR) database provides free public access to disc :
’s

companies are required to file with the SEC, allowing the user to research a compaily cial information and

operations by reviewing registration statements, prospectuses and periodic r A

Other States

Many states require that insurance companies provide specific filingd” or In response to previously
identified issues. An inventory of such filings may produce valufle in 101 It is helpful to state insurance

pagiaf’and issues of common concern
atOpin neighboring states with specialized

regulators to have ongoing email and phone communications abou’
with state insurance regulators in other insurance departme;
expertise on particular issues are especially helpful.

Regulatory Meetings
NAIC meetings and training seminars provide valuable oppo to share information. The same is true for
other forums, such as meetings of the National Coffference of Insurance Legislators (NCOIL), the Insurance
Regulatory Examiners Society (IRES), the Soc of Financial Examiners (SOFE) and insurance trade
association meetings.

Other Regulatory Agencies within a
Regulators who oversee market condu
other state agencies, including the agenc
protection. These agencies can bg valuable sou

Department

companies have areas of common concern with various
hat regulate health care, workers’ compensation and consumer
of information and assistance.
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G. Industry Sources

Financial Rating Agencies

There are five major financial rating agencies that review insurance companies. Each has its own unique
methodology for assigning ratings. More information can be found for each rating agency at the links provided
below.

A.M. Best Company: The A.M. Best Company has been rating insurance companies since 1900. The objective of
A.M. Best’s rating system is to evaluate the factors affecting the overall performance of an insurance company
and to provide its opinion as to the company’s relative financial strength and ability to meet its contractual
obligations. Ratings are available at www.ambest.com.

Fitch Ratings: Fitch Ratings was founded as the Fitch Publishing Company in 1913. Fitch’s rating evaluations
are qualitative and quantitative and provide two basic types of ratings—insurer financial strength ratings and
issuer and fixed income security ratings. Fitch Ratings are available at www.fitchratings.com.

Moody’s Investors Service: Moody’s Investors Service was founded in 1900. Moody’s insuranc‘ﬁna
strength ratings reflect its opinion as to an insurer’s ability to meet senior policyholder claims and obligatio
Ratings are available at www.moodys.com.

Standard & Poor’s: Standard & Poor’s (S&P) has been rating bonds since 1923 and insuran

insurance company’s financial capacity to meet its policyholder obligations in accordance with
are available at www.standardandpoors.com.

Weiss Ratings, LLC (formerly TheStreet.com): In 2006, Weiss Group sold Wei
2010, TheStreet.com sold the insurance and bank ratings back to the Weiss Grg
rating indicates its opinion regarding an insurer’s ability to meet its commi
current economic conditions. Ratings are available at www.weissratings.co

H. Public Information Sources

Center for Economic Justice (CEJ) Data Guide
In 1999, the Center for Economic Justice, a consumer advoga
Consumer Advocate’s Guide to Getting, Understandingdr
introduction to the guide: “This handbook provides an inf
data and ratemaking. This handbook attempts to serve as @
issues by discussing the sources, uses and misuses of insuran

in Austin, Texas, published A
rance Data. As explained in the
e topic of auto and homeowners insurance
onsumer advocates working on insurance

Legal Actions
Monitoring of litigation may alert regulators to issu at the regulatory system has not yet addressed. There are
many class action websites available on the Int u Westlaw and Lexis/Nexis.

Consumer and Community Groups
Regular communication with consumer
consumer concern. Educating consumers
complaints among groups, identjying possible

co groups can help regulators identify and address issues of
insurance matters and where to report concerns can increase

Trade Press/Research Papers
Trade publications and aca e papers inform regulators about emerging issues and other regulatory
concerns.
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Consumer Advocacy Organizations

Consumer advocacy organizations represent consumer interests and address issues that impact the well-being of
consumers. Some consumer advocacy organizations focus their efforts specifically on insurance-related issues and
financial security of consumers. Consumer advocacy organizations typically conduct research, develop public
education programs, and provide studies and reports to consumers.

I. Company Self-Audits

Self-audits, when made available to regulators, can provide information about how particular market problems
have been addressed by insurers on a voluntary basis. The growing use of self-audits and voluntary accreditation
programs, such as the National Council on Quality Assurance (NCQA) and the Utilization Review Accreditation
Commission (URAC) has the potential of providing regulators important information about companies. Many of
these organizations require companies to actively monitor their compliance practices and take appropriate
corrective actions when necessary. This information can provide useful insights regarding a company’s

conduct and compliance practices.

4

commitment to establishing and maintaining a culture of compliance designed to continually improve their markc:Q
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Chapter 2—Continuum of Market Actions

Insurance regulators can access a broad continuum of market actions when determining the appropriate regulatory
response to an identified issue or concern. The continuum of market actions can be used to guide the decision-
making process when regulators move from analysis to a market action. This chapter will provide considerations
for selecting market actions to specific situations, as well as provide lists and descriptions of the categories of
continuum of market actions.

A. Considerations

The substantive nature of regulatory concerns may be clarified by evaluating responses to select questions.

Answers to the questions categorized below may help set the stage for prioritizing regulatory projects and for then
choosing the most appropriate response.

1. Questions to Evaluate
Consumers
e How immediate is the concern? What is the likelihood or severity of any potential consumer haf@?

e What is the nature and potential scope of the harm to consumers?
e How extensive is the issue? Does the concern involve one regulated entity or multiple regulat titie

Regulators
e Do other state, federal or self-regulating organizations also have responsibility over r an
interest in it? Is this an issue that should be resolved by the affected jurisdiction inde ith the

combined efforts of a few or multiple affected jurisdictions, or should the co

De 18 o another
jurisdiction? &
e Has the concern already been addressed by another jurisdiction? If so, can res be applied to

other impacted jurisdictions?
Regulated Entities
e How do company self-audit or best practices organization reviews speak e ,concern?

e  What is the regulated entity’s history for proactive and responsiy, rket cotrauct compliance?
e What types of market conduct actions have been effectivedpith t mplar entities in the past?

Actions
e What type and volume of information is needg
action?
e If an analyst or examiner discovers information or &
what steps should be taken?
e Should the market action include an enforcenfiit action, restitution, or process and procedure changes?

th&”concern and recommend corrective

nat raise suspicions of fraudulent activity,

2. Scale of Response
When deciding which response is most, appy
whom the response should be direct
multiple insurers within a holding comp
almost completely autonomous operations,
under the same management.

r e situation, it is also important to determine toward
target would be a single insurer, although addressing
be more efficient at times. Some groups are comprised of
ile others function within the same operating system or location and
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Health groups may have a centralized holding company that dictates policies and practices, while connected with
numerous small, state-admitted entities. An insurance company or group should be able to indicate how the
specific entity is set up. In some cases, the response is best focused on a regulated entity other than an insurer,
such as a third-party administrator or producer entity. Some issues may be industry-wide or nearly industry-wide,
calling for an appropriate multi-jurisdictional response.

3. Goals of Response
When determining the most appropriate responses, pursue goals similar to the following:
e Stop practices that are harmful to consumers and prevent future harm to consumers;
e Address the issue as widely as possible, with minimal impact to regulated entities that have not
contributed to the problem; and
e Remediate harm to impacted consumers. The form of remediation is generally determined through the
administrative/legal process. In many cases, the regulated entity will voluntarily propose corrective
measures once a noncompliant or incorrect process has been identified. Gathering information to show
specific impact can assist the administrative resolution.

4. Measures of Success &
When comparing several options that appear to meet the above goals, consider these measures of successg, h:
guide the final decision. Determine if the response is: \
e Appropriate: Does the response correspond appropriately to the identified problem?
e Cost-effective: Is the market action cost-effective for both the department and the regulate ity s
the market action leverage regulatory resources?

e Timing: Does the proposed response accommodate deadlines or time requirements, if an

e Least intrusive: Is the response the least intrusive way to effectively resolge t gulatory
concern? S
5. Assigning Regulatory Staff
Who should be assigned to conduct continuum of market actions such as those diggtissed w? The answer will
differ among insurance departments. Individuals with market condu ion or consumer affairs

investigation backgrounds are among those individuals that would be approp

ed, are good letter and report

Skills needed, in addition to an understanding of insurance practges t
ance department policies and

writing skills, good verbal communication skills, and an understapdi
procedures. Additionally, a thorough understanding of iss sul
publicly available information is important.

B. Market Actions

categories: Contact, Examination and Market
adder,” whereby one step must be taken prior to advancing
ision-making options.

The continuum of market actions can be roughly divi
Actions (D) Working Group. The continuum is not
to the next. Rather, it should be viewed as a range o

A brief discussion of each category fol
the sole use for each type of response.
Examination Introduction of this handb

are provided only for clarity and should not be considered
2 pring ples outlined in Section D Confidentiality in Chapter 12—

alsioe applied to the continuum of market actions.

1. Contact with the Regulated
Contact with the regulated entity include the following components:

e Statutory authority fo quest;
@

e A clear explanatio cern, along with the specific insurance laws or regulations related to the
action is being requested;

matter;
e A clear expecta

12 © 2006-2019 National Association of Insurance Commissioners
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Chapter 2—Continuum of Market Actions

e If requesting information, an explanation of how that information will be used and the statutory
protections for confidential information;

e A date by which a reply is expected, along with to whom the response should be sent; and
A clear explanation of how any billing of investigatory work will be addressed.

The continuum begins with the contact category, dealing with various opportunities to connect directly with the
regulated entity, such as:
e Correspondence;
Interrogatories;
Interviews with the entity;
Contact with other stakeholders;
Targeted information gathering;
Policy and procedure reviews;
Review of self-audits and self-review documents; and

Review of voluntary compliance programs.
This category of continuum actions would be recorded in the appropriate NAIC database to enable re@l tor

share information about market actions, other than examinations and enforcement actions.

Correspondence
Once a potential or fully identified problem has been detected, regardless of any other continuum op
correspondence will typically be the initial response. For some issues, correspondence may be
A letter or email may be used to discuss such issues as a perceived negative trend in co
problem that needs immediate attention.

chdsen,

.

A distinct advantage of using correspondence is that the problem can be quickly revggwe ressed by the
insurer. In addition, having documentation of the discussion will also serve as a re e cvent the problem is
not corrected and is subsequently escalated to another continuum option. How corresgpndence may not be
the best response if a regulated entity has resisted regulatory communication e

Practical examples of using correspondence include:

e Reminding the regulated entity of a specific regulatory re‘lire surance department consumer
affairs staff notes cases of noncompliance; and
e Advising an insurer of increasing complaint ratios ng fin, et analysis process.

If correspondence does not satisfactorily address the icern, further market actions should be

considered.

Interrogatories

An interrogatory is simply a set of questions used fgftvaluate an insurer’s handling of compliance or processing
issues, and can be tailored to a very specific nee information. Interrogatories are a good option when
attempting to determine compliance with a p: r law. Surveys, certifications or questionnaires might

be included in an interrogatory.

Practical examples of using interroga inc questionnaires regarding:
e Claim handling practices related to a obile total loss valuation, reimbursement of sales tax and special
costs, and branding of s e titles;
e The company’s plan of altic@gto comply with a particular new statute; and
e Compliance with ai itabiify requirements.

© 2006-2019 National A: iation of Insurance Commissioners 13
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Chapter 2—Continuum of Market Actions

Interviews with the Regulated Entity

In the form of a face-to-face meeting or conference call, interviews with the entity are useful when there is a need
for open dialogue, discussion or clarification. It provides both the regulator and the regulated entity with an
opportunity to ask questions, provide clarification and verbalize each point of view about compliance matters.
Interviews with company personnel can be useful to obtain information about specific company divisions or
functions.

The most formal method of interview would be taking a statement under oath. Before conducting a statement
under oath, review the insurance department’s policies and procedures or seek advice from insurance department
counsel to become familiar with state-specific requirements. General standards may require that persons examined
under oath be permitted representation by counsel and be permitted to have access to a transcript of the
proceeding.

Interviews may also be advantageous when the state has determined that the insurer is conducting business
outside its standard operating policies and procedures. This option may require specific knowledge of the
regulated entity’s policies and procedures to understand that the analysis results indicate a deviation from th
policies and procedures. 'S

Interviews might also be conducted to resolve questionable market analysis findings. That is, s
analysis findings indicate that the regulated entity might be engaged in problematic practices, intervi
conducted to give a state a better understanding of these activities. As with the option to corre d

ay

entity, interviews may not be the best response if a regulated entity has resisted regulatory communica in the
past.
Practical examples of performing an interview with the regulated entity include:

e Making a phone call to an insurance company compliance officer to diffeuss G elating to the

company’s change in marketing strategy;

e Requesting a meeting with a company underwriting manager to learn fi an w the company uses
loss history information; and
boul

e Setting up a recorded statement under oath to ask a claims exami pany instructions and

procedures relating to the handling of problematic claims.
Contact with Other Stakeholders L
There may be occasions when the state feels that input is necessa@, bey; hat is gained from talking or
corresponding with company officers and decides to contac d ers of the public. The state will need
to obtain information from the company to contact its ent or pag poliCyholders and claimants, while most
producersiiThese contacts can be made by mail or by

states will have current contact information for a compan
phone and should be intended to uncover very specific info on abfit the company and the potentially harmful

behavior under investigation.

Practical examples of contacting other stakehold
e Contacting producers to ask for their persg

e Contacting consumers who purchased
and sold to them.

(=l

out training provided by the company; and
isurance product to ask how the product was presented

Targeted Information Gathering
Targeted information gathering

of a survey or data request. A useful survey should include
ere possible, it will be helpful to limit the scope of a survey to one or two
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Chapter 2—Continuum of Market Actions

Also, if possible, be mindful of time constraints faced by insurance companies. For example, requesting a
response date that is near the Market Conduct Annual Statement (MCAS) due date may create an undue workload
and unnecessary cost upon an insurer.

Practical examples of targeted information gathering include:
e Requesting a data file from a health insurer to analyze compliance with prompt-pay requirements; and
e Requesting producer mailing lists and mailed materials to assess the company’s dissemination of state-
required information to its producers.

Policy and Procedure Reviews

For some cases, policy and procedure reviews may be a workable alternative to the traditional market conduct
practice of performing sampling and file reviews. A review of written policies and procedures may also be
supplemented with a review of a minimal number of files to help ensure that policies and procedures have
actually been implemented. Reliance on such a review is dependent upon the company’s inclusion of the
compliance issue within its written policies and procedures.

Practical examples of the use of policy and procedure reviews include:
e Review of a company’s written guidelines relating to protecting privacy of consumer financial andjhaea

information; and
e Review of a company’s written guidelines that address mandatory training of producers wh lict

under the National Flood Insurance Program (NFIP).

Reviews of Self-Audits and Self-Review Documents

One use of self-audits involves a review of an insurer’s existing internal market conduct 2 210 . Use of
this technique will vary by state; if uncertain, regulators should consult their insurance €
Additional discussion may be found in the NAIC white paper Regulatory Acce®1
Issues of Confidentiality and Privilege. An advantage to reviewing self-audit repo
the review of compliance issues already actively managed by the insurer.

may place a damper on
ing mistakes and that such

A disadvantage to use of these documents is that scrutiny of an insurer’s self-
such self-audit practices because of fear that the insurer will be penalize

program during the preceding 12 months to_enable a
company-neglected issues and concerns.

Voluntary Compliance Programs Review
The review of reports from a regulat
organizations such as the National
Accreditation Commission (URAC) ma
of the best practice organization’s review is
a state wishes to address. Statefparg encourage@to familiarize themselves with the best practice organization’s
review processes and, particul whether the review process includes verification of compliance with
documented policies and procedures.

plidnce programs or reports produced by best practices
uality Assurance (NCQA) and the Utilization Review

© 2006-2019 National AsS@piation of Insurance Commissioners 15
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Chapter 2—Continuum of Market Actions

Such organizations are generally willing to provide a list of participating entities and to share their review
standards and methods with regulators. By comparing those review standards with examination review standards,
regulators can make better decisions on how to focus the scope of a review. Regulators should also determine how
their specific state laws apply to best practice organizations and accreditation services. It is possible that certain
accreditation services are required for licensure purposes—for example, managed care utilization review and
provider credentialing.

Practical examples of reviewing voluntary compliance program documents include:
e Reviewing the URAC documentation when researching an increase in health insurance-related
complaints.
2. Examinations
The examinations category is possibly the most familiar of the continuum categories, and the bulk of the chapters
in this handbook are devoted to addressing examination practices in great detail. Unless an examination is
required by law in a state, there are often more efficient and cost-effective methods to respond to marketplace

issues. However, at times an examination will be the best choice among the continuum options. As st
previously, states should enter any continuum actions into the appropriate NAIC database. 7S 0
Even within examinations there are many levels and choices available. Decisions need to be made as \

e Timing of examination;

e Penetration level of examination;

e Location of examination; and

e Participation level of examination.

Timing of Examination
Once the need for an examination has been decided, timing of the examination an&n; he entity will

tifie
need to be determined. There are three general approaches to timing, and each fits a 3
te;

e Statutory examination: Regularly scheduled examination based on state s
ior notice, typically 60-90

e Scheduled examination: An examination for cause, providing the e 1

days, of when the examination will begin and all pertinent details ab: at e reviewed; and

e No-knock examinations: An examination without prior notice se he examined entity. This
choice is used when a regulator feels that providing anenti i nce notice of an examination
would result in the entity destroying evidence of violat atigy false information to give the

impression of compliance.

Examination Type
It will also need to be determined exactly what will be rev
prompted the examination, or wide to encompass all entity furl
e Targeted examinations: An examination of gne or twd
company’s marketing and sales practices);
e Comprehensive examinations: A review of if not all, market conduct areas within an entity (e.g., a
five-year statutorily required examinatj tic insurer).

the focus be narrow to only the issue that
ere are two recognized divisions:
eas of business (e.g., an examination of a

Location of Examination
Once the scope of the examination ha ned, the location of the examination will logically follow
based on the examination’s needs:

e Desk examinations: A
regulated entity’s offices

a review of an entity’
%

e On-site reviews: A
16 © 2006-2019 National Association of Insurance Commissioners
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Chapter 2—Continuum of Market Actions

Often examiners will utilize a combination of desk and on-site reviews to conduct an effective review while
reducing the travel time and costs associated with having a regulatory team on-site for prolonged stays.

Participation Level of Examination

When analyzing the scope of an issue, the breadth of the concern across the company and the likelihood of the
issue being found in other jurisdictions should also be evaluated. Collaboration with other jurisdictions is
discussed in detail in its own chapter later in this handbook; however, it is worth mentioning here:

e Single State: A review of a regulated entity’s actions limited to the jurisdiction conducting the review
(e.g., areview of an entity’s compliance with a statute enacted in the preceding year;

e Joint Effort: A review conducted by two or more jurisdictions of a single entity or issue (e.g., an
examination of a small regional insurer by two bordering states into claims adjustments involving both
states; and

e  Multi-jurisdictional: An examination of one or more regulated entities by multiple jurisdictions (e.g., an
investigation led by a few states for the benefit of all 56 jurisdictions into a large national insurer’s
practices related to sales of life insurance targeting specific ethnic groups).

Multi-jurisdictional examinations can be conducted in all of the different variations mentioned ve.
example, a multistate examination might be conducted as a targeted desk examination or might be andgu-s
investigation. They are increasing in popularity with both regulated entities and regulators be ot gghe
resources saved. Due consideration should always be given to referring multijurisdictional ende: to tl
Market Actions (D) Working Group. The Working Group is discussed later in this chapter and also e T

titled Collaborative Actions.

As mentioned earlier, this handbook has several chapters devoted to the details of ho
and examinations. Please see the applicable chapters relating to investigations and eX
discussion of those types of reviews.

igations
or an in-depth

3. Market Actions (D) Working Group

The Market Actions (D) Working Group was created to give regulators a
addressed on a national level. The Working Group meets at each NAIC ting, @, well as holds periodic
conference calls and communicates as needed on issues. Membership is up ect number of regulators
from across the country selected based on their skills, experience andabiligms to “participate in national level
activity.

issues tound that should be

Information Sharing

Each state commissioner appoints a Collaborative AD) to handle or coordinate the

communication to and from the Market Actions (D) Workis with other CADs about multistate issues.
Most member jurisdictions of the NAIC have signed the Infoigati aring and Confidentiality Agreement; the
list of signatory jurisdictions may be found in StateNet. Gen® , that agreement can be referenced in any

Practical applications of information sha
e Entering into a confidetiality agreem
licensed agency that has

e Sharing information und
market analysis procgs ntified similar concerns about a licensed insurer.
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Referral to the Market Actions (D) Working Group

Issues of concern that have been developed through market analysis or by other channels may be referred to the
Market Actions (D) Working Group. When there is a likelihood that the issue affects multiple jurisdictions and
cannot be readily or simply resolved to answer the concerns of all affected jurisdictions, a Request for Review
(RFR) can be submitted to the Market Actions (D) Working Group. The RFR may be initiated by one or more
states, by a commissioner or deputy commissioner, by a Collaborative Action Designee (CAD), by NAIC staff or
self-reported by an entity. The RFR asks the referring state(s) not only for the particulars of the issue and the
entity (ies), but also for recommendations for continuum-based market actions.

Practical applications of submitting an RFR to the Market Actions (D) Working Group include:
e Several states identify a company with the same issue, and they believe a united request for voluntary
compliance will resolve the issue for all impacted states; and
e One state has completed a continuum action with a company for an issue that potentially impacts many
states and believes the same resolution can be applied to those states with an action initiated through the
Market Actions (D) Working Group.

National Analysis &

In addition to responding to issues brought before the group, the Market Actions (D) Working Group ua
coordinates a national analysis project using Market Conduct Annual Statement Data that proactivel s e
country’s insurers for signs of developing issues. When issues are found, a volunteer jurisdiction wil tig

the concern and report back to the group, completing an official referral if necessary.
C. Closure

No matter which continuum of market action option is used to address a situation, reg
the decision of how to bring closure to an issue. Each jurisdiction has different ](31 i
bringing closure to an issue. In some instances, taking enforcement or disciplinarygst
litigation, may be necessary to achieve compliance or resolve the issue. On oth casiotigpthe following listed
methods of closure may be appropriate:

e Determining that no further action is necessary;

Communicating the insurance department’s position; \
Providing information to producers; V'S
Ve

Referral to other agencies, fraud prevention divisions or law
Initiating consumer outreach or education initiatives;
Ongoing, nonstructured monitoring; and

Requesting legislative or regulatory rule change

Regulators should be aware of and abide by protocols establi their insurance department, commissioner
and general counsel relating to the use of various cloggre outcomes. Insurance departments may have established

procedures for communications with media or ot overnmental agencies and for the distribution of public
information. Public information officers, governor ns, legislative liaisons, general counsels, deputies and
commissioners are all possible sources of i arding any such protocols within a state insurance
department.

When deciding upon a method of closu tcOMIe, it is helpful to consider not only the nature of the issue and
how it has affected consumers, but also the er in which the issue was discovered and how it was addressed
by the regulated entity. It woul om be prudent to penalize a regulated entity that voluntarily communicated
about a problem discovered by elf-audit, if the regulated entity also took steps to rectify the problem and
provided remediation as nee

18 © 2006-2019 National Association of Insurance Commissioners
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1. Closure Without Initiating Action or Litigation

Determining That No Further Action Is Necessary

Justification for taking no further action might include such reasons as: (1) determination that company actions
were handled in accordance with insurance laws or statutes; (2) there was no violation of insurance law; or (3)
that a single problematic issue resulting from a miscommunication was acknowledged and addressed.
Additionally, a market action could produce findings that ease concerns raised by market analysis. If an initiative
was recorded in the appropriate NAIC database at the beginning of the issue, notes would be added to the entry,
and it would then be closed.

Communicating the Insurance Department’s Position

A written communication expressing the insurance department’s position on a matter can serve not only as
clarification, but also as a potential warning or admonishment. It can place the regulated entity on notice that
future occurrences may be dealt with in a stricter fashion. This outcome would be finalized in the appropriate
NAIC database, and the entry closed. Any such communication should be clear and specific to the issue at hand.
For examinations, this generally takes place in the form of a report of examination. For other types of market
actions, a closing letter to management may be appropriate.

Alternatively, the issue may be of wider concern than a specific company, and the insurance department Wil w
to convey its position more broadly. The use of targeted mailings, newsletter articles, bulletins
notices may allow regulators to widely address a concern or provide information relative to
interpretations, relevant case law, implementation policies for new laws, or discussion of new ind

Practical examples of insurance department communications include:
e Issuing a formal bulletin to clarify the insurance department’s interpretatiofof a Sy
e Posting an advisory letter to respond to multiple requests for informatio t a QCitic compliance
issue;
e Providing access to insurance laws and regulations through the insu %mt s website;
{1

Listing helpful suggestions for responding to insurance depa ies on the insurance

department’s website; and
e Discussing specific regulatory concerns in an insurance dtgart t’s erly newsletter.
Providing Information to Producers \
; od

The insurance department may also wish to convey informa agencies and brokers. In addition to
the possible use of mailings and notices, the department g mor¢ proactive type of outreach. Outreach
mediums include speaking engagements, insurance depa bred seminars and training events, press
releases, interviews with the media, articles for publication, 5 and advertisements, brochures, and radio
spots. Identifying the target audience and tailoring the delivery at audience are keys to a successful outreach
campaign.

Practical examples of producer outreach incl

e Sponsoring a seminar aimed afgl

insurance law;

e Participating in an industry or ri Sored trade organization seminar to share information about

a new rule affecting market regulati

e Requesting trade orga ions place
flood insurance.

iodic reminders in their publications about the importance of

revention Divisions or Law Enforcement

cerns may cross agency boundaries within the state. Common examples
hicle registration and financial responsibility, health and human services,
of attorneys general, and senior protection agencies. It is helpful to know who

Referral to Other Agencie
Occasionally, regul is¢
include securities, ba
consumer protection func
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within the state insurance department may have established channels of communication with other applicable
agencies. It is also helpful to have a general understanding of the functions within those agencies and how they
might apply to insurance.

Any indication of insurance fraud, whether directed against an insurer by an outside person or implemented from
within the insurance organization, should immediately be reported to the applicable fraud prevention division.
Referrals to law enforcement may be warranted when infractions such as theft by deception or forgery are noted.

Initiating Consumer Outreach or Education
Insurance departments have a unique opportunity for determining which insurance-related issues are confusing or
unclear to consumers. It is important to use the insurance department’s established guidelines for media contact
and generally best to coordinate any media outreach with the department’s public information officer. Newspaper
and magazine articles, press releases, outreach at public events, and speaking engagements can help provide
consumers with tips on how to be more “savvy” about insurance. Publishing a brochure explaining a certain
confusing insurance product and requiring its distribution at point of sale can help prevent abusive sales
techniques and unsuitable sales.

Practical examples of consumer outreach or education initiatives include:
e Initiating a “Fight Fake Insurance” campaign to inform consumers about the danger of fi en
unauthorized health insurers;

e Developing media news releases to teach consumers how to best file insurance claims a
disaster; and

e Use of billboards to remind the public that insurance fraud is a crime.
Ongoing, Nonstructured Monitoring
Ongoing, nonstructured monitoring is often appropriate for issues with a high-doll’o hig
is especially true if the regulator is not assured that the initial corrective action wi “Continuously and
consistently. For example, a claims payment problem that was corrected
reimbursement rate for a single medical procedure code into the computer probably not need further
monitoring. A similar claims payment practice that involves numerous code: catQhinstances might warrant

the planning of ongoing monitoring. Deliberate monitoring may also be apaggpria n the market action is not
conclusive about the extent or nature of an identified problem.

Requesting Legislative or Regulatory Rule Changes
A market conduct issue may be discovered for which no

correctly, insurers are willing to change the practice in ques
field. At other times, these situations are identified when new of insurance, new marketing mechanisms or
oduced and problems need to be addressed on a broader
velopment of NAIC model laws.

Most insurance departments will have
regulations, generally requiring that
commissioner. When evaluating the n
regulations and to request feedback from
NAIC, consumer advocacy gro

als be channeled directly to the insurance department
it is helpful to review existing NAIC model laws and
states to see if anyone has already addressed the concern. The
rade organizations can also be valuable sources of information.

Practical examples of requesting tive or regulatory rule changes include:

e  Addressing the need arti regulations in Internet sales; and
existing insurance statutes to address new types of insurance or marketing
arrangements.

20 © 2006-2019 National Association of Insurance Commissioners
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2. Closure Through Enforcement Methods, Disciplinary Action or Litigation
On occasion, an enforcement action will clearly be the most practical solution for addressing cases of
noncompliance. The types and combinations of enforcement actions are virtually unlimited, although a few
general types are captured in this list. Any action of this type should be recorded in the appropriate NAIC
database:
e Informal agreements;
Voluntary compliance plans;
Administrative complaints;
Cease and desist orders;
Ongoing monitoring/self-audits;
Remediation plans;
Negotiated settlement agreements and consent orders;
Restitution;
Administrative fines/penalties;
Post-investigation or follow-up examinations; and
Probations/suspensions/revocations of license.

Informal Agreements
An informal agreement to change practices or implement procedures can be either written or ver
agreement would be most appropriate for situations involving noncompliance with technical regulatgry 1
where no significant harm has occurred to consumers or other stakeholders. Such an agreement ¢
such things as amendment of business practices, forms or rating plans.

Voluntary Compliance Plans
An agreement with the regulated entity to establish a voluntary compliance plan woald & @

of a single change in procedures or practices. Such an agreement may include se {K
t

possibly reporting back to the state insurance regulator after an agreed-upon period

Administrative Complaints

An administrative complaint is filed when the insurance department has reas clieVthat a regulated entity is
engaging in noncompliant behavior. The document will allege that a vi n o ance law has occurred or
may occur and provide for an administrative hearing where both par{fcs owed to present evidence and

testimony about the allegations.

Cease and Desist Orders \

An order can be issued by the insurance department to prohibit a person or business from
continuing all operations or certain targeted operations or ations oflaw. Such an order would be issued when

harm to consumers is considered imminent, and quick actm isdperceived to be necessary. The insurance
department then may bring the company in for an admypistrative ing to determine future action.

Ongoing Monitoring/Self-Audit
After identification of a systematic compliancg
request that the insurer conduct a targe#pd
action and to report its findings to the
after final examination reports, a compa
The audits would be submitted to the state 1
continued compliance in the are oncern.

b made by an insurer, state insurance regulators may
luct self-audit. This permits an insurer to take corrective
gulator. Additionally, as part of settlement agreements or
Juired to submit regular audits covering the areas of concern.
ance regulator over a period of one or more years to help ensure
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Remediation Plans

In cases where harm can be measured and corrected, remediation may take the form of such actions as premium
refunds, supplemental claim payments, removal of unapproved or incorrectly administered restrictive
endorsements, or policy change options. Obtaining remediation for policyholders, claimants and parties affected
by an adverse situation should generally be a primary goal. Where possible, remediation should be undertaken for
all affected jurisdictions. This will reduce or eliminate the need for duplicate market actions.

Negotiated Settlement Agreements and Consent Orders

A negotiated settlement may be used to arrive at a mutually agreeable conclusion to a matter of concern. Such an
agreement is typically negotiated and placed into a written consent order by the insurance department’s legal
counsel. The agreed-upon settlement may include such components as remediation, voluntary forfeitures (fines),
agreements to cease and desist, agreements to implement action plans, self-reviews, and possibly reporting back
to the state insurance regulator after an agreed-upon period of time. The settlement agreement may or may not
lack an administrative determination that a specific violation has occurred and may or may not also indicate that
the regulated entity neither affirms nor denies the specific allegations. The agreement is made as a means to
resolve the conflict. Multiple states may also be involved in negotiated settlements, in which case those s
insurance regulators involved may wish to consult the Market Actions (D) Working Group-created docwent

Practices for Multistate Settlement Agreements.
Restitution \

When a company’s actions or omissions have done harm to policyholders, claimants or the rt f
insurance, the state may require that compensation is made for that harm. The scope and extent of th may
be determined through self-reporting, any of the continuum actions, or through single or multisteg exa ions.
Compensation is made for actual loss or damage that was sustained.

Administrative Fines and Penalties
An administrative adjudication should follow insurance department or state guidelj
follow the filing of a petition or formal complaint against the regulated entity,
administrative hearing. The regulated entity would be provided an opportyai
before a hearing officer, who would decide the outcome of the action. Li
would present evidence and request a finding or determination along with a_requ
voluntary consent agreement may be reached prior to an administrati caL
required to pay both restitution and a penalty so that actual fiyncia
punished for the violations that caused the financial harm.

A action would
ing Wtime” and place for an
fer tesimony and evidence
egulatory representative

. regulated entity could be
epaired and the entity is also

Post-Investigation or Follow-Up Examinations
There may be instances when a regulated entity modifies§ggcedures irgbrder to respond to a state’s determination
of a violation through an investigation or examination. Ho e may not be assured that the change will
stay in effect over a long period of time and is not comfortabl e company self-monitoring. In such cases,
the state may elect to schedule a series of targeted ex@ninations t& monitor the issue over an extended period of
time until a comfort level is reached.

iolations, or the variety of violations, a state may take
the state. Probation is often ordered for entities guilty of
more minor violations or first offens€s, allows them to continue the business of insurance under
supervision. For a more serious gharge, the lic may be suspended to prohibit any performance of the business
of insurance, usually for a spe period of time. If the violations are severe or pervasive in nature, or if
probation or suspension has not r in a remedy to the issues, the license or authority to conduct the business
of insurance may be revoked

Depending on the severity and frequ
action against a regulated entity’s auth
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Chapter 3—Market Regulation Investigation Guidelines

A. Background and Introduction

The NAIC Resources (D) Working Group was charged with developing an inventory of resources and guidelines
for market regulators in the following areas: consumer services, rates and forms, producer licensing, market
conduct examinations, residual markets, antifraud, senior issues, investigations, enforcement, market analysis,
consumer education and special issues. An extensive inventory of resources was developed in all of the
aforementioned areas with the exception of investigations and enforcement. The Working Group was unable to
locate resources in those two areas. The Market Regulation and Consumer Affairs (D) Committee at the NAIC
2002 Spring National Meeting appointed the Investigation Standards Subgroup of the Uniformity (D) Working
Group. The goal of the Subgroup was to develop market regulation investigation standards. This chapter contains
the standards compiled by the Subgroup.

The market regulation function of an insurance department serves as an early indicator of market problems t
may lead to large-scale problems and may eventually affect solvency. These investigative standards
developed to provide an additional resource in the area of market regulation. These investigations @ not
examination. Based on an analysis of the problem, a determination has to be made after reviewing t
indicators—such as frequency of violation, whether it was intentional, number of consumers involve
the violation, amount of money involved, etc.—as to whether an investigation is the most efficj
address that problem. The investigative method decided upon should provide a concise and cost-ef!
with which to deal with the problem(s).

The purpose of this chapter is to provide market regulators with guidelines for s market
regulation tools. These tools are not intended to replace effective procedures ogghin
currently in place, but are suggested for use when appropriate. This guide provides

suggestions, options and samples regarding an investigative process when it has ed that this is a

viable way to deal with a problem.

As a means of improving this sharing of information among the states, at th lusi€h of an investigation, all
states are encouraged to contact the state’s market analysis coordinator i ffect te and inform them of the
results of the investigation. States are also reminded to share with ghe M ns (D) Working Group, as well
as the other states, any investigation procedures that they found t p useful and/or productive, and
any other significant issue(s) that arose during the process of thas

to deal with potential violations of state
iolations alleged of any licensee, whether

State insurance regulators have many different tools ai
insurance statutes and regulations, as well as potential mai
they are a producer, a company or other regulated entity.
necessary to conduct specific and/or targeted examinations oi%ompanies and/or producers due to specific
allegations of misconduct or noncompliance with tes and regulations. The following information contains
procedures for those instances where a market regula investigation is warranted.

These guidelines have been created to agist development of their own market regulation investigation
procedures. These procedures are no

procedures; and states may wish to utili dures than those incorporated.
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B. Guidelines for Conducting Market Regulation Investigations

Suggested Statutory Authority
Individual states may have broader and/or more comprehensive authority. The following, which is excerpted from
(Alabama Code §27-2-26) is an example of statutory authority.

e As to the subject of any examination, investigation, or hearing being conducted by him, the commissioner
may subpoena witnesses and administer oaths or affirmations and examine any individual under oath or
take depositions and, by subpoena duces tecum, may require and compel the production of records,
books, files, documents, and other evidence;

e Witness fees and mileage, if claimed, shall be allowed the same as for testimony in a circuit court.
Witness fees, mileage and the actual expense necessarily incurred in securing attendance of witnesses and
their testimony shall be itemized and shall be paid by the person being examined if in the proceedings in
which such witness is called such person is found to have been in violation of the law or by the person, if
other than the commissioner, at whose request the hearing is held,

e Subpoenas of witnesses shall be served in the same manner and at the same cost as if issued bpa ci
court. If any individual fails to obey a subpoena issued and served under this section with respec

or produce the evidence subpoenaed. Any failure to obey such order of the court may be

court as a contempt thereof; and
e Any person willfully testifying falsely under oath as to any matter mata to examination,
investigation, or hearing shall, upon conviction thereof, be guilty of perj isi ¢ accordingly.

ury
Conducting an Investigation
An investigation may be conducted by an insurance department’s examiner: vestigptors either at the offices

of the insurance commissioner or wherever the person being investigated i ate: ell as at such other places

as may be required for determination of matters under investigatio&
ts epresentatives shall make freely
re s, documents, files, information and

stigation.

Every person being investigated, its officers, attorneys, empl,
available to the commissioner or his/her representatives thgf
matters in his/her possession or control relating to the subg

Neither an insurance department nor any examiner or inve all remove, destroy or deface any record,
account, document, file or other property of the person being ¢ ned from the offices of such person except
with written consent given in advance of such removgor pursuant to a court order.

Some states may have specific statutory authqummtha

@

the company or individual selefted for investigition. Information that should be gathered includes, but is not
limited to, the following:
e Information from interna

as annual reports, pg
reviewed andganaly?

resses the issues of electronic/computer records and

filings, etc. All information maintained in internal databases should be
as possible during the investigation;
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Information concerning the subject of the investigation from applicable NAIC databases. The NAIC
maintains several databases which contain information, which may be of assistance to the investigator.
Those databases consist of the following:
e Regulatory Information Retrieval System (RIRS);
RIRS contains regulatory actions taken by participating state insurance departments against
producers, companies and other entities engaged in the business of insurance. Note that the
absence of information on a particular entity should not be taken as conclusive, that no
disciplinary action has been taken. Not every state participates actively and fully in RIRS.

e Other NAIC Databases; and
There are other NAIC databases which also may be of assistance to the investigator. These are the
Complaints Database System (CDS), the Market Action Tracking System (MATS) and the State
Producer Licensing Database (SPLD). Information found in these databases includes regulatory
actions, closed complaints, financial and market conduct examinations, relationships between
entities, and suspicious or fraudulent activity. Information contained in the SPLD also contai
licensing and appointment information on insurance producers.
L 4

e [IPRC product filings (via SERFF).

The uniform standards, rather than state-specific content requirements/laws, are cab
products approved by the Interstate Insurance Product Regulation Commissjo R
Compacting states have access through the NAIC System for Electronic Rate an {4
(SERFF) to product filings submitted to the IIPRC for approval and use i ective
jurisdiction and may wish to view the approved forms, filing corresponde from
reviewers, checklists and supporting documentation. The IIPRC officg when a

t constitutes a
the uniform

compacting state(s) is concerned that an [IPRC-approved product or ¢
violation of the provisions, standards or requirements of the commpact

standards).
Discussions with other insurance department personnel; K

Any departmental records, such as financial examinations and/ odu ensing and investigation
files;

Information received from other states;

before a field investigation is commenced.
depending on the type of investigas
information concerning the subjet of]
the investigation to be conduct&ii

information requested may be broad or very specific
onducted. Reviewing and analyzing all available

What be billed to other sources.
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Investigative Reports

The insurance department’s examiners and/or investigators should prepare a written report at the conclusion of
each investigation. This report should combine the appropriate features of an examination report and possibly
include some of the data and format of a more traditional law enforcement report, specifically if criminal
violations are uncovered during the investigation. The report is considered confidential until such time as the
insurance department has reviewed it and its distribution may either be permitted by the commissioner or required
by law.

The investigator should document all tasks and facts discovered, both inculpatory and exculpatory in the
investigative file. This documentation should include:
e  Written notes of calls/interviews;

e  Written statements;

e Summary and organization of relevant documents;

e Preservation of original evidence; and

e  Written findings and recommendations.
Investigative Options
There are several options available to an insurance department once a market conduct inve
concluded. These options include, but are not limited to, the following:

e Prepare and finalize an investigative report and determine whether or not sufficg
proceed, or if additional information is needed to complete;

e Filing of an investigative report, which may be an internal confidential en provided to the
subject of the investigation;
e (Call a market conduct examination if warranted; and \

e Filing an examination report. This option gives the subje&of g e tion an opportunity to respond
and/or object to the examination report and to have a i cegiing those objections. Once the
examination report becomes final, it may be a public dg &

ce depg !ment. These options include, but are not

Enforcement Options
There are several enforcement options available to an inst

limited to, the following:
e An administrative complaint may be filed a
target of the investigation. As with other ad

inst the lic&ised entity or individual who is the subject or
1strative complaints, the respondent has 30 days to respond
ill then be scheduled.

e Cease and desist order: In certai# g ces, it may be appropriate to issue a cease and desist

e The insurance departm SSduthority to enter into settlement agreements and/or issue a
consent order with regard to tions of a state’s insurance code which are uncovered during an
investigation. lement agreement may be entered into after or before the filing of an

administrative ¢ int, and the same is true for a consent order. It is important to remember

that it is not g le a formal complaint against the target of an investigation before a

or consent order can be entered into to resolve any outstanding issues and
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e Corrective action plan;

e Referral to appropriate law enforcement or other regulatory agencies, if warranted and/or required
by law;

e Restitution; and

e Information-sharing with other states.
All states should report any significant findings to other affected states, through their
Collaborative Action Designee (CAD) and through the Market Actions (D) Working Group.
Since an investigation is a separate and distinct process from an examination, the existence of an
investigation may not be reported to MATS, nor are the findings of an investigation always
reported to RIRS.

e Some entities will request that a department of insurance enter into what may be referred to as 2
confidential settlement to resolve any violations found during an investigation. Confidential settlemg
are not allowed under many state public record laws. Fellow regulators expect NAIC dafpbases

maintain accurate information. All violations and monetary payments should be reported (
appropriate NAIC databases unless prohibited by law.
The investigative and enforcement options are merely a list of options. No order or priority was ggien
option. Regulators must choose whichever option or options best address the circumstances.

Monetary Penalty or Fine
A state’s insurance code may provide limited fining authority for specific instances of
code. Consistent with the insurance department’s authority stated above to enter 1fito,set
consent orders, the insurance department does have the authority to enter in ¢
reimbursement to the insurance department for its administrative costs in settlgh ma re
regulation investigation.

the insurance
preements and
S which provide
ated to a market

The enforcement options listed above are not mutually exclusive and i y opriate in many cases to

L 4

pursue more than one option and/or restitution, if warranted.

C. Standards for Conducting a Field Investigation

The following are general guidelines to be used by mar.
market conduct field investigations on behalf of an insuran®

aminers and investigators in conducting

Investigation Activities
Activities such as interviews, record reviews and rgtrt preparation—for the investigation should be planned in
advance in order to efficiently utilize departmental reS{Qurces.

Disposition of Investigation

Investigators are responsible for ¢
Investigators should only make a reco
Appropriate disposition of the case will be ined by the supervisor of the investigator, in consultation with
the insurance department’s 1 division, after the investigation activities have been completed. The
commissioner of insurance ultim decides the disposition of all cases investigated by an insurance department.
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Scope of Investigation

The investigator conducting the investigation should conduct activities and tasks directly related to the alleged
violations which were originally referred. If the investigator believes there are additional alleged violations or that
the investigation should broaden its scope, the investigator should discuss this matter with his/her supervisor
before proceeding further.

Authorization and Entry into NAIC Databases

Investigators should only investigate cases that have been properly assigned to them and have a file number. All
investigative cases must be authorized and approved by the supervisor who oversees the investigator’s
department/division. If possible, all investigations should be entered into the appropriate NAIC databases.

Timeliness of Investigation Activities

Investigators are responsible for planning their schedule of activities on assigned investigative cases to ensure that
activities and tasks are completed in a timely manner. Written updates to files should be made on at least a
monthly basis.

All activities, tasks and discussions occurring on an investigative case should be properly recor
investigative reports within five working days from their occurrence. It is important this rule be ad
cases.

Investigative Files

All materials and documents gathered as a part of an investigation shall remain part of the stiga file,
regardless of whether they are used as evidence. A copy of the complete investigative file shegld rded to
the insurance department’s legal division when and if a request is made for admi @\ to be taken
Confidentiality of Investigative Files

against an entity or individual. &

No information in an investigative file should be provided to anyone outsid ) nce départment without the
express permission of the investigation supervisor, legal division or the a y rogpeds officer. Investigators
should become familiar with the confidentiality provisions of the insui e well as the insurance
department’s rules for sharing confidential information with law enfor er regulatory agencies. It
should be the policy of any insurance department to cooperate fuliy; to nillowed by law, with all federal
and state law enforcement and regulatory agencies. Many states hav@i aster Information Sharing and
Confidentiality Agreement (commonly referred to as the Glg Agreement) drafted by the NAIC.
The provisions of this agreement should allow for the ion between various state insurance
departments.

Documentation of Investigation Activities 3
c
1

0 1

D. Guidelines for Conducting an Interview

Prior to conducting interviews during an investigal it should be determined beforehand whether the person
being interviewed is a witness, victim or the suhiect e investigation. A written record should be made of
every interview that is conducted. In esWvill be taken during an interview and will later be
transcribed or dictated by the investig . It is very important that the preparation of a final report
of an interview be completed as soon
agencies require this to be completed days of the date of the interview. The insurance department
should have established guideliges as to whetli@p an investigator’s original notes should be maintained after the
interview has been formally tra ed. Once a specific policy has been adopted regarding this issue, it should
not be deviated from under any circ ances. It is recommended that the investigator preserve the original notes
from each and every intervj t e investigator strives to make sure those notes are as accurate as
possible.
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Investigators should check insurance department rules and regulations, as well as applicable state law, concerning
the use of informants. Some state laws may allow for the protection of an informant’s identity. The investigator
should always tell an informant that, although the department will attempt to keep their information confidential
to the full extent allowed by law, there are no guarantees that the information could not be discovered at a later
date. Investigators should make sure that they have a full and complete understanding of their department’s policy
concerning confidentiality of informants, as well as any state or federal laws which may apply to the matter they
are investigating.

Individuals who are considered to be possible subjects and/or targets of the investigation should normally be
interviewed toward the end or at the conclusion of the investigative process. More often than not, individuals who
are the subject or target of an investigation may in fact, contact the investigator and/or the insurance department
during the course of the investigation once they learn of its existence. Interviews conducted of individuals who
are subjects/targets of an investigation should be among the most thorough interviews conducted during the
investigation. If at all possible, every statement and detail provided by a subject/target of an investigation should
be recorded. The primary reason for this is often a subject/target will be deceptive and/or provide misleadin
information to the investigator. The more detail that is gathered, the more useful it may be in proving a deceptj
has occurred. Furthermore, the subject/target is obviously in the best position to provide informatjon to
investigator concerning the alleged offense.

The issue may arise as to whether or not investigators for a state insurance department are required: vis
subject/target of their Miranda rights under the criminal law. Each state should formulate a poli
their specific laws in conformity with the protections provided by the U.S. Constitution. Some state 1 igators
have police powers and may be required to advise subjects/targets of their rights under cert i
Many states’ investigators do not have such police powers and, thus, may not be under any Qhig

It is important, however, for the investigator—when making a written jec
summarize as much as possible the information provided by the cooper:

information provided by a witness, the investigator does not put the witne
their credibility attacked over confusion or a mistake over a minor d
should always keep in mind that any and all statements obtainedurin
administrative and/or court proceeding and, thus, be available for
and their attorney.

e position of possibly having
eif“statement. The investigator
ew may, in fact, be used in an
bject/target of an investigation

Investigators should make it a standard practice and proé | interviews conducted with custodians of
records and/or anyone from whom they receive documentary or example, when contacting a custodian
of records at a bank to serve a subpoena for financial reco properly written record should be created
documenting the identity of the person contacted, th@purpose and the results of the interview—even if all that
was carried out was the delivery of a request for i ation and the information was provided. This procedure
not only helps document all steps taken during the inve@igation, but also may help with establishing the chain of

custody for documentary evidence to be used stigation.

Investigators should always use cautio en ing either a hostile subject, witness, victim or anyone of
the opposite sex. It is advisable to have investigator present any time a hostile witness or the subject/target
of the investigation is interviewed. If another on is unable to be present, do not conduct the interview behind

closed doors. It is preferred th ale investigators always have another person present when they interview

female subjects/targets.

ourteous and professional during an interview, no matter who is the subject
or a witness. Furthermore, investigators should never provide information
get or a witness that cannot be substantiated by the evidence the investigator
uld never make promises to an individual and should always remember that he or

An investigator should at al
of the interview, be
nor make statements to
already has. ; i
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she does not have the authority to resolve or settle the matter being investigated, and that it is up to the department
head or other higher legal authority to determine when and how the matter will be resolved. This does not mean
that an investigator cannot tell a subject/target that they may make a favorable recommendation to the department
head and/or higher legal authority should cooperation be granted, but the investigator should clearly point out at
all times that this is merely a recommendation and does not have to be followed. It is more advisable, when asked
by a subject/target or even a witness, if favorable treatment can be provided, for the investigator to merely state
that he or she will report all of the facts gathered during the investigation, including cooperation, to his or her
superiors to take into consideration.

There may be occasions where it is desirable to record an interview either electronically or by a stenographer or
court reporter. A state’s insurance code may allow for the taking of statements under oath. This is best
accomplished with a court reporter or stenographer present who can also administer the oath to the person being
examined. It may be preferable to electronically record an interview. If electronic recordings are used, the
investigator should be aware that voice tone and inflection, as well as individual comments, could be
misconstrued and interpreted differently by different individuals. More importantly, individuals interviewed under
oath or being recorded electronically may be inhibited as to what they tell the investigator. Insurance departm
should review federal, state and even local laws with regard to the possible restriction of the use ofelectr
recordings. Investigators should be instructed to conduct themselves at all times as if their conversatio,
witnesses and/or subjects/targets of an investigation are being recorded. This is especially true if i e €
conducted over the telephone.

The investigator must always remember that they control the interview, and not the person being 1 iewed.
Investigators should always be polite and courteous when conducting interviews and should b
interviewee’s time. While it is necessary and often preferable to engage in small talk to estgls
witness, investigators should keep such talk to a minimum. Furthermore, investigatd
their job in conducting an interview is to gather information, and not provid@ infd
purposeful disclosure of information gathered during an investigation which is not P¢ disclosed can
result in complications for the investigator and the insurance department. In fact, be'legal prohibitions
against the disclosure of such information; frequently, subjects/targets ofjpinv; tions Will make allegations
ading lies or slandering
the reputation of the subject/target or entity being investigated. To avoid these ations, the investigator
should always focus on gathering information and disclosing only that i i ich is necessary to conduct
the investigation. This type of conduct will withstand any allegaticps of raised by subjects/targets.

t

nadvertent or

act msurance department personnel or
st (it their identities be concealed. These
valuable information that may lead, and
it a fraudulent act. Informants provide
Onal to be able to determine an informant’s
should consider the following when using

information for many different reasons, and it often takes a preg
motive and the true value of information provide vestigato
informants:
e Never insist that an informant identify h
e Do not agree to compensate an igfo
e  Always corroborate informatiofprovi

1f;
s previously approved by a supervisor; and
informant to the fullest extent possible.

im.or
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E. Preparation of the Interview Form

Each insurance department should consider adopting a standard form to record the results of any interviews
conducted during an investigation. The purpose of using a standard form is to provide an accurate and complete
record of all evidence developed during an investigation. The form should be filled in using paragraph form,
adhering to the rules of basic English and limited to one investigative act (one search, one interview, etc.). It
should consist of the following sections:

Preamble
The preamble informs the reader of the background and nature of the investigation.

Body
The body sets forth the results of the investigation while adhering to the following:
e The date;

e Using third person, past tense and complete sentences (concise ones are best);

Using all capital letters when writing names of persons and businesses; Q
L 4

e Avoid phrases such as, “he stated” and “he advised.” The preamble should preclude the nee thes
types of phrases;

e Do not use slang, jargon or abbreviations; avoid using “subject” or “target”;

e Make sure terms used in the report are easily understood by laymen and cl@ly ¢
e Stick to the relevant facts. Record what was heard, seen, done, or what the ghtefiswecieard, saw or did.
Omit opinions;

e Arrange in a logical (usually chronological) order; and

e For second and subsequent interview pages, use an ad(@iona Whd et of paper, which should be
clearly marked as an attachment to the original interview fo
Descriptive Data of Relevant Individuals \
The investigator should obtain from each person being i eir full name, place of employment and
phone number(s). Physical descriptive data is usually no th regard to witnesses. The investigator,

however, should not overlook the fact that often, physical des gldata of a subject/target of an investigation is
necessary. This is best accomplished by providing a the subject/target to the witness if physical

witness down to an exact physical description, as t sical appearance of the subject/target may, in fact, be
different or may have changed since their con itness. Any discrepancies in the physical description
may be exploited later by the subject/ta; ttorney.

Blanks

The blanks at the bottom of the interview should be completed by the investigator. A series of sample
subject interview forms are incl t the end of this chapter.
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F. Procedures for Closing a Market Regulation Investigation

At the conclusion of an investigation, after evaluation and submission of all case-related documentation, evidence,
etc., a case may be closed for any of the following reasons:
e The allegations are unfounded or the investigator is unable to make a determination due to lack of
information, etc.;

e All investigative efforts have been pursued to their logical conclusion without proving or disproving the
allegations;

e All investigative efforts have been completed, subjects have been administratively, civilly or criminally
charged and all aspects of the case have been resolved;

e All investigative activity has been completed, a complaint and/or warrant has been issued and all efforts

to locate the subject(s) have been expended;
e The case is exceptionally cleared (i.c., subject dies, subject is arrested in another jurisdiction, @®ti @

out of business, etc.);
e Assistance is no longer required; \
e Inactive status; and 0
e An entry should be made in the appropriate NAIC database(s).
G. Procedures for the Completion of Case Summary Reports bt
The case summary report is designed to provide a brief overview of the spgeifi rmati0 and documentation

obtained during an investigation. These reports assist supervisors and epartmental counsel in
expeditiously identifying the pertinent facts of a case so that an informed decisio ade regarding the final

n contains the name, business
or entity to be cited and prior

e The identity of the person or entity to be cited in the refport.
address and phone, residence address and home phone for
regulatory history, if any, of the entity;

e The investigator should indicate all current licens

e The investigator should provide a brief narrative desc
violations;

e The investigator should provide a brief agd cofiflise representation of the information obtained during the

idwhow the violation occurred, how often the violation
occurred, what further action nf’ds to an identification of consumers who are due restitution and

e  Witness list; and

e Source of the complaint.
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H. Guidelines for Conducting a Photographic Lineup

Although it is not the standard practice and procedure of many regulatory agencies to maintain photographs of
their licensees, there are occasions where it is possible to obtain such a photograph. Investigators should always
attempt to obtain a photograph of an individual when that individual is the subject/target of their investigation.
Even though a regulatory licensing agency may not have or require photographs of its licensees, there are other
regulatory agencies, which may possess photographs and may be able to share them with the investigator. The
first and most obvious is the Motor Vehicle Licensing Unit of the state in which the subject/target resides. Also,
there may be other regulatory agencies that use photographs, such as a State Securities Licensing Agency.

If a photographic lineup is necessary and photographs can be obtained, the following guidelines should be closely
adhered to before using this technique. If at all possible, use an original photograph. Good copies are adequate.

If at all possible, obtain at least five additional photos of the same size and, most importantly, the individuals in
the additional photos must somewhat resemble the subject, with all photos being black and white, or in color,

Different jurisdictions may have different requirements for the number of photos to be used in a lineup.

¢
Under no circumstances should color photos be mixed with black and white photos. All photos must be origina

they all must be copies.
Once the photos needed for the lineup are available, they should be identified on the back with tter.

photo because of some special mark or characteristic.

The investigator must never show any facial or body movements that would indicate "t idual viewing
the photographic lineup did or did not select the subject/target of the investigatio
did not identify the subject/target in the photo lineup, the investigator must neve 50 1dentify in any
manner whatsoever that the witness failed to select the correct photo.

The photograph lineup should be preserved as evidence and the witness sho i hotograph identified in
the lineup. A separate copy of the lineup should be used for each witness.

L 4

L. Forensic Examinations—Expert Witnesses

Investigators should keep in mind that during an investig
outside experts in the field of forensic examination. For g
physicians, computer experts and forensic accountants ma
an investigation.

ent reconstruction, medical examiners and
cded assistance to the investigator during

Handwriting Investigation

Every person develops his or her own handwriting, is a habitual act or subconscious habit. While signatures
r e exactly alike. It is impossible to exactly and free-
and neither can anyone else.

other body of writing, is a comparative study based on the

use of known or authenticated writings, whiclifgre commonly referred to as standards or exemplars. The standards

form the basis of any compari here are tWo classes of known writings, collected standards and requested
standards:
e Writings, which are : normal course of business, such as cancelled checks, correspondence,
loan applications, e ed standards); and

e  Writings whic g’ for the purposes of investigation (requested standards).
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Either type of standard must be comparable to the writing in the questioned material (i.e., cursive to cursive,
printing to printing, similar words, letters and letter combinations).

Given that the act of handwriting is one of free will, a person can try to alter and disguise their writing. Therefore,
when obtaining requested writings, it must be done in a manner which makes success at such attempts to disguise

handwriting very difficult.

Some important general guidelines are as follows:
e The subject should never be allowed to see the questioned material;

e If possible, use a format similar to that of the questioned material (i.e., same amount of writing space
horizontally and vertically, lined paper/unlined paper, similar type of writing instrument, etc.);

e Dictate, verbatim, the questioned material; Q
e  After each repetition, remove it from view prior to execution of the next specimen;
e Obtain a sufficient sample of known source writing (i.e., 15 to 25 repetitions, full text); \\

e If there are multiple-question items, sporadically interchange them to further frustrate disguise;
e Ensure that the writer provides comparable writing (i.e., cursive or printing); and Q
e If available, submit collected specimens along with requested writing soga on normal

writing. Collected writings may be all that are available. In such instance%as i @ os as possible
should be obtained to maximize comparability.

With regard to questioned writings, it is imperative that the original copy of th mdocument be made
e ,
an

available for examination. Copies tend to hinder the investigation to va The following list is a
descending order of preference of desirability for use in questioned docu Iso applies to collected
specimens:
e The original document;
5 L 4
e Photograph of the document;
e Photocopy of the document;

e  Microfiche/microfilm; and

e Facsimile/carbon copy.

As a final note, it is vitally important to protec
fact, be a questionable document itsgf in

questioned documents should not be f
or the ability of a document examine
fingerprints. Contact the document laborato

el evidence which contains a forged signature or may in
manner as other physical evidence is preserved. Any
in such a way as to possibly distort or alter their contents
y examine them, or a latent fingerprint examiner to detect
never there is any question or any uncertainty.
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J. Form of Investigative Report

General

Objectivity

An investigative report should reflect, in its wording, the same objectivity that was used in the fact-
finding and information-gathering process of the investigation. The report must be a factual recording of
the findings. Use of words such as “some,” “many,” “several” and “few” must be minimized. The use of
superlatives should be avoided in writing the report. The most important questions that must be answered

in an investigative report are: who, what, when, where, why and how.

Privacy
The investigator should be aware that although investigative reports are privileged and confidential, they
may, in fact, be used in administrative, civil and possibly criminal proceedings. Accordingly, steps should
be taken, when possible, to protect the confidentiality of individual policyholders or consumers. For
example, when listing Social Security numbers, the investigator may want to list only the last four digi
of the number.

L 4

Use of Jargon
The needs of various individuals who will review and utilize the investigative report shou!
mind during the preparation of the report. Whenever possible, the use of insurance industry jarg
the report should either be avoided or explained.

ke

Writing Style

The writing style of an investigative report should tell the story of the investjgati simple,
direct and factual and should always be told in chronological sequence. 7S

Main Objectives of an Investigative Report

An investigative report should inform the reader of the investigator’s findjfes, inci@ing information and

the source of information. The report should facilitate the un n
foreshadow the uncompleted portion of the investigation. The repo Id a
assignment.

of the investigation and
fulfill the duties of the

Content of the Report 4
e Title Page
e Type of investigation;

© 2006-2019 National A

e Subject and address of investigation. If the 1 location is different, include that address

also;

estigati

e Identifying numbers (e.g., agent nuggler, Social Security number, etc.);

e Dates of investigation;

e Period covered by the 1 i
e List of jurisdictions and agen articipating.
Table of Contents
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e Case Summary Page (see Exhibit B in this chapter)

The case summary report is designed to provide a brief overview of the specific information and
documentation obtained during the investigation. These reports assist insurance department supervisors
and legal counsel in expeditiously identifying the pertinent facts of a case so that an informative decision
can be made regarding the final disposition of the case. The case summary page should contain the
following:

e Identity of person or entity—including any available addresses or phone numbers;

e Current licenses—all license powers of the person or entity to be cited;

o Allegations—brief description of the allegations, including number of violations; and

e Summary of the case—brief, concise information obtained during investigation including: Q
e  What the respondent did;
e How the violation occurred; . O
e How often violations occurred; \
e  What further action needs to be taken; and 0\

e Identifications of consumers due restitution.

e Detail of Report

e Scope of the Investigation 'S
e Cite specific statutory authority for the investigation; and \
e Briefly outline the investigation purpose. K

e Body of the Report \
e Detail of the investigation;

4

e Summary of interviews; and \
e Summary of documentary evide

e Appendices
e Copies of interviews;

e Copies of documentary evi
e Copies of swo
e Copies of all lic

e Flowec
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K. Indicators of Fraud
Listed below are certain activities which, if discovered, are indicators of fraud and should be reported in any
investigative report and should be forwarded to appropriate insurance department personnel for further action:
e Any misuse of a consumer’s premium money for a purpose other than providing the insurance or benefit
the consumer wanted to purchase;
e False claims against insurance coverage;
e Doing the business of insurance without a license;

e Making a false statement in a document that is required to be filed with the insurance department;

e Paying money or giving any benefit of value to a non-licensed person in return for that person’s influence

in placing insurance business;
e Making key alterations in written documents, forging signatures and creating false records; L 4 O

e Any conduct in the business of insurance that has the effect of deceiving, fooling or tric ano
person or any entity;

e Reluctance or willful delay in providing information during an investigation; and 0

e Suppression of information.

L. Investigative Priorities

It may be beneficial after reviewing the marketplace and insurance departrgent rces tOVdiscuss establishing
priorities for investigations to more efficiently address problems in a re r’s insurance marketplace.
Prioritizing these identified problems should maximize an insurance department S@gvestigative resources.

Some considerations in establishing priorities for enforcement isgestigié anyy low, medium and high. Each
level has a time frame during which the investigator should attempt{ycompletafthe investigation. These priority
levels are as follows:

e High priority (complete in 60 days or as supervi
dollar losses, felony convictions and high risk o

Itiple victims, elderly victims, high-
, publicity or media attention;

e Medium priority (complete in 120 days): Single or few
low risk of continuing harm; and

, relatively lower dollar amounts involved,

e Low priority (complete in 270 days): Li arm to consumers (e.g., advertising, rebating).

complaints involving producers:

e A producer who has had three o mts filed against them in the previous two years;

e Three or more complaigts involving
years; and

keting and sales or policyholder service in the previous five

e Complaints where t r10us allegations of consumer harm, particularly harm to the elderly.
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M. Exhibits

All of the following exhibits are samples provided by various states. These examples are neither
recommendations nor conclusions of any state regulatory office.

Exhibit A Sample Interviews
SAMPLE SUBJECT INTERVIEW

John T. Crook, born October 15, 1937, Social Security Number XXX-XX-XXXX, was interviewed at his place of
business, The Crook Insurance Agency, 1111 North Main Street, Anytown, USA. Crook resides at 1234 City
Main Street, Anytown, USA. His telephone number is 555-555-5555. After being advised of the identity of the
investigator and the nature of the interview, Crook provided the following information:

Crook has been in the insurance business for almost 20 years. He worked for a national insurer as an adjuster fo
many years before becoming an agent. He has been an independent agent in Montgomery, Alabama for almos
years. He has two employees and some summer part-time help. He is aware that there have been some pl

by customers. The complaints allege that he has charged fees for placing insurance and/or he has placed indura
with a different insurer than where he told the policyholder he was going to place the insurance.

Crook was asked to produce the files of John Doe, Mary Doe and Fred Doe. When questioned, ok d
affirmatively that he had in fact taken money from these three individuals and had done hi

insurance for them. To the best of his knowledge, insurance coverage was secured throug
Insurance Company. Crook has had a relationship with Unlimited Risk Insurance Co

John Doe, Mary Doe and Fred Doe each paid by check and those checks were d&o 1tee
account. Crook then wrote checks to Unlimited Risk Insurance Company to pay f i ®im. Crook does
know that some of his checks have been returned for insufficient funds at his s not aware that his
check for insurance on John Doe, Mary Doe and Fred Doe had in fact been r insutficient funds. Crook
was not aware that Unlimited Risk Insurance Company had no record of poli cing@sued for John Doe, Mary
Doe and Fred Doe. Nor did the company have any record of any applicatio itted on their behalf.

Crook was asked about the power being cut off in his building Bt w stated it was a mistake by the
power company, that he had paid his bill on time, and that he was n de any financial difficulty. Crook
blamed the insufficient checks on a bank error and said he v 1 t to maintain his business and service
his customers. Crook agreed to provide the insurance dfpartment {hinveStigators with all of his policyholder
records and copies of his bank statements. Crook asked Qg i igawbr if he could surrender his property and
casualty insurance license but maintain a life insurance 1ic&Qge. HafStated he believed that as a life agent, he
would not be in receipt of policyholder funds. Crook was advisc decision was not up to the investigator and

distributed outside your agency.

Investigation on John T. Crook
File Number P-2003-12345JD Date of Interview August 5, 2003

By Investigator George Goo; vestigator Fred Fearless
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SAMPLE CUSTODIAN OF RECORDS INTERVIEW

Paul Papershuffler was interviewed at his place of employment, the National Bank of Anytown, 22222 Northwest
New Street, Anytown, USA. His telephone number is 555-555-5555. After being advised of the identity of the
investigator and the nature of the interview, he was served with an administrative subpoena requiring production
of any and all bank records pertaining to the Crook Insurance Agency and John T. Crook, Inc. for the period of
June 1, 1999 to the present.

Papershuffler, after reviewing the subpoena, indicated he would have no problem obtaining the records and would
produce them at the offices of the insurance commissioner as ordered at the time and date indicated.

This document contains neither recommendations nor conclusions of the XXXXX Insurance Department. It is the
property of the XXXXX Insurance Department and is loaned to your agency; it and its contents are not to be Q

distributed outside your agency.

Investigation on John T. Crook at Anytown, USA
L 4
File Number P-2003-12345JD Date of Interview August 7, 2003 \

By Investigator George Goodguy
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SAMPLE INTERVIEW OF COOPERATIVE WITNESS

Mati Hari, who resides at 333 Long Way Drive, Anytown, USA, 12345, telephone number 555-555-5555 was
interviewed at her place of employment, The Rightway Insurance Agency, 100 Tree Street, Anytown, USA
55555. After being advised of the identity of the investigator and the nature of the interview, she provided the
following information:

Hari was employed by John T. Crook for 18 months from 2000 to 2001. She worked as a receptionist and dealt
with customers both in person and over the telephone. She also attempted to maintain Crook’s financial and
business records for him. Crook was not a good record keeper and did not come into the office until late in the
morning and left early in the afternoon. She had great difficulty in getting him to pay attention to his work. Crook
received many telephone calls from individuals who appeared to be bill collectors and Hari noticed numerous
envelopes from the bank in the daily mail, which appeared to be insufficient funds notices.

Hari brought to Crook’s attention six months into her employment that many customers were complaining that
although they had documents indicating that they had insurance, they had been told they did not have cover:
with Unlimited Risk Insurance Company as represented by Crook. Crook told Hari basically to mjn‘her

business and that he would take care of the matter.
Crook got a divorce in 1998 and Hari suspected that he actually lived at the office, sleeping on a ¢ X

night. She did not think Crook was intentionally a dishonest person but that he had great difficulty 1
life and this may have affected his ability to run the insurance agency. Hari stated that Crook fired her use she
questioned the status of clients’ payments and accounts and whether or not insureds had insura: . Hari

has worked at the Rightway Insurance Company since leaving Mr. Crook’s employment.

sgra @
CO

Wi(s are not to be

This document contains neither recommendations nor conclusions of the XXXXX %
property of the XXXXX Insurance Department and is loaned to your agency; it
distributed outside your agency.

Investigation on_John T. Crook at Anytown, USA
File Number P-2003-12345]D Date of Interview August 15, 2

By Investigator Fred Fearless \
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SAMPLE VICTIM INTERVIEW

John Doe, born June 24, 1940, Social Security Number XXX-XX-XXXX, was interviewed at his place of
employment, Cheese & Such Company, 333 Old Wooden Bridge Road, Anytown, USA. Doe resides at 5555
Royalty Lane, Anytown, USA and his telephone number is 555-555-5555. After being advised of the identity of
the investigator and the nature of the interview, Doe provided the following information:

In August of 2000, Doe began looking for a new insurance company after his rates were increased by Big Guy
Insurance Company. His secretary recommended Mr. John Crook and the Crook Insurance Agency as he had
once been her neighbor and she had insurance with him in the past. Doe visited Crook sometime in August of
2000 at his office and got quotes from him on both of his vehicles and his residence. Crook called him a few days
later and informed him he could provide Doe with insurance on the vehicles and his residence with Unlimited
Risk Insurance Company for around $150.00 per month. This was much less than Doe was currently paying to
Big Guy Insurance Company and the very next day Doe delivered a check to Crook and signed some forms.

Doe never received a copy of a policy and contacted Crook’s office sometime around Christmas of 2000 inquirjfz
about the same. He spoke briefly with Crook who advised him that he did have insurance with Unlimit@ Ris

few days later he received what appeared to be a computer printout and a policy table in the mail fromgCro
Insurance Agency.

In June of 2001, Doe’s son, John, ran into the back of a van on Interstate 85. The next day, Doe
Insurance Agency who instructed him to contact Unlimited Risk Insurance Company directly.
Unlimited Risk Insurance Company and was informed they had no record of Doe having any in
for either his vehicle or his residence. Doe contacted Crook the next afternoon. Crook saigah t in the
funds for the insurance premium, he had received proof of receipt of the same and tl isk had once
again made another mistake with regard to a policyholder. Crook said he would stréghte out.

Doe contacted Unlimited Risk Insurance Company, who has repeatedly denied hisggla s iphad no insurance
in effect. Doe has turned this matter over to a local attorney, as Doe has paid forglts damagycaused by his son’s
e
ffi

f
~

wreck out of his pocket. Doe has not had any contact with Crook for the d understands that he has
gone through some serious difficulties and may have in fact been evicted fro nd/or had the power cut
off at various times. Doe provided this investigator with a copy of his ¢ ed ¢ s well as correspondence
that he has sent and received in this matter.

This document contains neither recommendations nor conclugiams
property of the XXXXX Insurance Department and is lo;
distributed outside your agency.

Insurance Department. It is the
y; it and its contents are not to be

Investigation on John T. Crook at Anytown, USA N4
File Number P-2003-12345JD Date of Intggfiew August 27, 2003
By Investigator George Goodguy
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SAMPLE ARREST INTERVIEW

Pursuant to an authorized arrest warrant signed by the Honorable Lynn Clardy Bright, District Judge for the
County of Montgomery, Alabama, Investigator George Goodguy of the Anytown Department of Insurance
accompanied Investigators Gary Gungho and Tom Tough of the Anytown Bureau of Investigation to the offices
of the Crook Insurance Agency in Anytown, Alabama. After identifying themselves, the investigators took John
T. Crook into custody without incident. He was transported to the Anytown County Detention Facility where he
was fingerprinted and photographed.

This document contains neither recommendations nor conclusions of the XXXXX Insurance Department. It is the
property of the XXXXX Insurance Department and is loaned to your agency; it and its contents are not to be

distributed outside your agency.
Investigation on John T. Crook at Anytown, USA Q
File Number P-2003-12345JD Date Interviewed September 1, 2003 O

4

By Investigator George Goodguy \\
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Current Licenses

Allegations

Summary
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Chapter 4—Collaborative Actions

This chapter offers guidelines and techniques that may assist states in determining the need to collaborate on
regulatory response when an issue impacting multiple jurisdictions is detected. Additionally, the chapter explains
how a Request for Review (RFR) can result in regulatory responses coordinated through the Market Actions (D)
Working Group and identifies key players in a Market Actions (D) Working Group collaborative action. Although
a variety of approaches among the continuum of market actions may be appropriate and should be considered, the
final portion of the chapter offers guidelines for conducting the collaborative regulatory response of multistate
examinations.

A. Collaborative Action Guidelines

1. Goal
By collaborating, states that identify issues or concerns with regulated entities can respond in a more effective,
efficient and expedient manner. By implementing market analysis techniques and sharing pertinent informatig

there is a shared concern regarding the regulated entities” market practices. The goal of this chapter is t&egtab
procedures and guidelines for state Collaborative Action Designees (CADs) to use in fagali
communication and coordination of regulatory responses between and among the states. Moreover, t
designed to identify alternatives to performing a single state market conduct examination and assi

Examples of some of the benefits of collaborating efforts instead of pursuing indivi a s include
the following:

e States may address specific regulatory issues that cross jurisdictional boundari ently;

e States will benefit from sharing techniques, skills, resources and experienc

e States may achieve greater regulatory leverage to resolve multistate gar latory?issues or concerns;

e Fewer individual state market conduct examinations will result 1 Sess sive market regulation
oversight and will reduce the amount of regulatory intervention needed t; oly¢ regulatory concerns;

Corrective action may be enforced on a multistate or national bagis rathex th: state-by-state basis; and
Greater consistency among state regulatory responses. ’

2. Definitions
Collaborative Action Designee (CAD): The one persong
representative in market conduct collaborative matters.

the Yommissioner or each state to be their

Final Report: A final document prepared by the Managing Led ite in conjunction with the other Lead States
in accordance with this handbook and issued by thegParticipating’ States upon completion of the response. Any
recommendations for continued review or state-s ic addenda should also be included in this document, if

appropriate.

Interested State: A state insurgnce departm hat expresses an interest in the concern or problem with said
regulated entity.

determines the need for a response and brings it to the

Initiating State: The state insurance @part:
s d state, or to the Market Actions (D) Working Group.

attention of other states, the regulated ei

Lead State: One or more sta ss leading the collaborative regulatory response.

tate insurance department identified by the Market Actions (D) Working
te the collaborative regulatory response.

Managing Lead St
Group or the Lead State:
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Market Actions (D) Working Group: A group of regulators chosen for their market conduct expertise to act as a
forum and resource for states on issues suitable for collaboration.

Market Analysis: The process by which a state reviews data and information to determine whether specific areas
of regulatory concern are occurring in the marketplace.

Non-Participating State: A state that decides not to assume any role in regulatory response or does not have an
interest in the area of review.

Participating State: An interested state that decides to participate in a regulatory response but does not
necessarily take an active role in the action.

Referring State: The state that submits a Request for Review (RFR) to the Market Actions (D) Working Group.

Regulated Entity: Any person, firm or company engaging in, proposing or attempting to engage in any
transaction, kind of insurance or surety business; and any person or group of persons who may otherwise
subject to the administrative, regulatory or taxing authority of a state insurance commissioner. 'S

Regulatory Review Trigger: An event or identified concern that prompts a regulatory review. \
State Addendum: A document containing state-specific findings and recommendations based ha s
statutes and regulations.
) § (&
bacts multiple
b. Collaborative actions can be conducted for both nationally signific
regulated entities;

c. All impacted states will be encouraged to participate in the co ; gulatory response when
possible;
d. The collaborative action, depending on the severity of tlfppro e level of the response taken,
can be handled by one designated state that reports to the ot tates, a group of Lead States, where
one state is designated as the Managing Lead State ¢ designated as additional Lead States
and together the “Lead States” work collaborati i her SWites may passively participate in the
process;
e. States retain the ability to choose to participate in &
to review the information on its behalf. However, if a
review information on its behalf; it is the Partagh
its own laws it would like included in the r

3. Assumptions
These guidelines are based on several assumptions defined and agreed upon by the mé
a. Collaborative actions will be considered when there is an issue or area ofponce
jurisdictions. Collaboration would not be appropriate when the issue invol
specific law if other states do not have similar statutes;

e action and may designate another state
pating State does designate another state to
>’s responsibility to outline its interpretation of

does not cover the scope of an area of g¥ncc state;

g. The collaborative review will nes and standards outlined in this handbook. Lead States
should agree on the appropriate oh

h. Each Participating State will d¢

soe 1T state-specific recommendations and actions are needed at the
sed on the findings by the Lead States;

state follow-up effo
Regulator resources

ponse, examination or re-examination;
> for completing the work to review data and information will be available for

46 © 2006-2019 National Association of Insurance Commissioners



Chapter 4—Collaborative Actions

k. If an examination is the collaborative action selected, Lead States will determine, and agree to use,
computer software programs that will be employed in conjunction with the examination;

1. Whenever a regulatory response is taken collaboratively, the Managing Lead State will provide a final
report to Participating States and the Market Actions (D) Working Group; and

m. In the case of Market Actions (D) Working Group actions, when selecting Lead States and Managing
Lead States, the Market Actions (D) Working Group chair will consider at least the following criteria:

e The domestic regulator of the regulated entity;

The top five premium volume and/or market share states;

The referring states requested participation level;

A state in which the identified issue appears to be more problematic;

Geographic balance between zones;

Specialized experience of a state’s staff members;

A state’s experience in managing complex investigations or collaborative actions; and

The ability to perform the duties and responsibilities of a Lead State and/or Managing Lead State.

4. Determinations
States should gather information from data currently available, including any state surveys and reqred &
reports, information collected by the NAIC, information shared on NAIC regulatory forums, a variegy of
in both the public and private sectors, and information from within and outside of the insurance in
information should be analyzed in order to develop a baseline understanding of the marketplace a

When further inquiry into a particular insurer or practice is determined necessary, the g : e Action
Designees (CADs) should consider collaboration as part of the continuum of marke® the regulated
entity is a small regional insurer, then collaboration with one or more states ma% the regulated
entity is one of national significance, CADs should report their findings to the
Group. Through the Market Actions (D) Working Group, CADs will be able to
have similar issues or concerns with the market practices of a regulated e

(D) Working Group helps to eliminate duplicative inquiries and ensure more astent

tify aigther states that may
is way, the Market Actions
sumer protection.

a. Determining Need for Collaboration
The following questions are designed to assist state Collaborag
whether an issue is appropriate for collaboration. CADs are cage
of concern is raised that involves a regulated entity that dog

Dglignees (CADs) in determining
0 w these questions when an issue
than one state.

1. Is your state’s concern something that would b€ g o other states?

[ Yes [INo

General issues such as the timely paymeiy of claims or inappropriate marketing and sales practices
could be an issue of concern to multiple . If the issue is based on a specific state statute, such as
the suitability of life insurance prog S specific state-mandated benefit for health plans, the
CAD should determine hovygnan es have similar statutes. The NAIC research librarians
can provide a compendium )ption chart to assist the CAD with this determination.

2. Is this a high-profile issue that h: e potential to impact multiple jurisdictions?
' Yes [ No
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3. Does the regulated entity have written premiums reported in two or more states for the previous
calendar year?
[0 Yes [1No

If “Yes,” the CAD should contact all states where there is a new, open or called examination listed
in the Market Action Tracking System (MATS) and discuss whether there are common issues or the
ability for the other state to assist with the review of your area of concern. Note: All new, open or
called examinations should be reviewed and the calling state’s CAD contacted to consider
collaborations, even if the examination is a financial examination or appears to be unrelated to the
topic of concern.

4. Are there any entries in the NAIC Market Information Systems or the Market Regulation electronic

bulletin boards?
[0 Yes [ No
If there are, the CAD should contact CADs in states that appear to have common concerns and/o

where there is a new, open or called examination status. The CADs can discuss whether t&re a
common issues and the interest of other states to assist with regulatory responses in the are

concern. Note: All new, open or called examinations, Level 1 or Level 2 Market Analysis 1ig@ws
initiatives should be reviewed and the state CAD contacted to consider collaborations, if th

examination is a financial examination or appears to be unrelated to the topic of concern.
5. Is this regulated entity already on the Market Actions (D) Working Group agenda?

[ Yes [1No
6. Was the regulated entity selected by any other states for Level 1 or Ledpl 2 A iews, and did
at least one review recommend further analysis or referral to the Market orking Group?

[1Yes [l No

If the answer to each of the above questions is “No,” this is probably not a

one or more responses are “Yes,” the CAD should consider collaboration_an he questions in the next

section to determine if the issue should be referred to the Market Actions i roup.
L 4
b. Determining Level of Collaboration
Once the need for collaborative has been determined, the g b can assist in determining if the issue
should be referred to the Market Actions (D) Working Grog diised O a regional level.

1. Is the regulated entity nationally significant?
[ Yes [ No

Note: It is not necessary that a regul entity be nationally significant for Market Actions (D)
Working Group referrals. However, if a lated entity is nationally significant, it is more likely
entity’s activities or engaged in contact with the

2. Has the regulated entity pre included on the Market Actions (D) Working Group agenda
for this issue or any pther issue?

[1Yes [l No

If this informatio R NAIC staff may be able to provide some assistance. If available, the

Sklosing report, final report or other documentation created from previous
Market A% Y ng Group action. If this is a related or similar issue that should have been
resolved ba n waor collaborative effort, the CAD should submit the Request for Review (RFR)
s (D) Working Group.
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3. Has the regulated entity been chosen as part of the Market Actions (D) Working Group’s National
Analysis Project?
T Yes [ No

4. Does the issue involve a significant amount of consumer harm?
T Yes [ No

5. Does the issue lend itself to a multistate resolution?
[ Yes [ No

If the answer to any of these questions is “Yes,” the CAD should consider submitting a referral to the Market
Actions (D) Working Group. If the answer to all of these questions is “No,” follow the Multistate Examination
Process outlined later in this chapter.

B. Responsibilities of Key Players in a Collaborative Action

The different roles played within a collaborative action are often driven by the domestic, the state that bgpugh
issue forward and top premium states. In the case of the Market Actions (D) Working Group, once membepa
to a collaborative response, the Working Group chair will determine Lead States and the Managi
(MLS). The Lead States will also issue an invitation for additional states to participate. Bel
responsibilities that different individuals assume as part of their role in a collaborative action.

1. Managing Lead State (MLS) Responsibilities

The MLS bears the overall responsibility to facilitate communication and coordinate acsg
manner. The MLS is the key contact with the regulated entity under review. If necesS@gv will directly
contract with and supervise any vendors hired. The MLS will carry out the ®1[abd ion from the
continuum of market actions as it is collectively determined by the Lead States. In ion (¢¢iicral Lead State

fficient

responsibilities (see Section C2 below), MLS duties include:
e Determining the number of Lead States needed and recruiting i tates, if needed, in
collaboration with the Market Actions (D) Working Group chair if a
e Convening the Lead States for initial strategy planning to determiagathe riate course of action and
scope of issues to be addressed;
e Considering all options in the continuum of market actior®agd injlg an effective course of action.
An examination is only to be conducted if other regula ions e continuum are not considered

sufficient;

e Organizing an initial meeting with the regulateg
Working Group processes and discuss issues.
regulators through NAIC staff;

e Entering and updating the action in the Market Action Tra@iing System (MATS);

Scheduling regular meetings and calls with gIF¢ regulated entity to ensure that the process continues to be
efficient and effective;

e Keeping the domestic state apprised o
from the domestic state as nece;
Scheduling regular meetings

e Closely monitoring all vendors
If state staff are to be used as part
resources and schedule &Qsities; and

Qhiew collaboration or Market Actions (D)
meeting notice letters are available to

the collaborative action and requesting any assistance
is not the domestic state;
, vendors and/or independent contractors;
actors for appropriate billing practices;
the collaborative action, communicating with CADs to obtain
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o Ifthe issue is a Market Actions (D) Working Group action:

e Providing a presentation to the Market Actions (D) Working Group outlining the general scope of
the collaborative action prior to the initiation of the effort. The presentation shall include a
preliminary timeline for various stages and completion of the regulatory effort;

e Providing an update and revised timeline to the Market Actions (D) Working Group within 30
days of the Lead States’ decision to change the plan, if the MLS determines that circumstances
require a substantial change in the planned course of action;

e Providing an update on the progress of the action to the Market Actions (D) Working Group at
each NAIC national meeting and, upon request, on the Market Actions (D) Working Group
conference calls. Providing details on action findings when they are available, and terms of
proposed resolutions/settlements; and

e Completing the Market Actions (D) Working Group Managing Lead State Post-Mortem Report

Form.
2. Lead State Responsibilities
The Lead States commit to serve as team members who share an equal responsibility to make all key decisio
the collaborative action. The Lead States shall work collaboratively to determine the following: &
e Ifviolations occurred and the extent of any violations found;

An appropriate corrective action by the regulated entity that will help prevent further, similar tio

A plan of remediation, if necessary, and its scope;

Post-collaborative action reporting by the regulated entity, if any;

The scope of post-collaborative action monitoring necessary by the Lead States;

An administrative sanction, as necessary, its scope; and

Applicable use of the Market Actions (D) Working Group Best Practicagfo ate dettlement
Agreements, as needed.

In general, a Lead State should be prepared to do the following:
e Attend conference calls and in-person meetings to discuss the collabgrati
e Carry out assignments related to the collaborative action in a timely
e Review all materials prior to meetings.

3. Replacement of a Lead State

In the event that a Lead State or Managing Lead State is unable to ctinue e, the Managing Lead State or
other Lead States by agreement will appoint a replacement. a Market Actions (D) Working Group
action, the Working Group chair will appoint a new Mai tatcPand if a team fails to make efficient
progress to conduct or finalize the collaborative action, tif retion to relieve any of the Lead States of
their duties and appoint new Lead States. If any one of the IS dhelieves that the conduct of a Lead State is
detrimental to the collaborative action, that state should contaci@efvlanaging Lead State, or the Market Actions
(D) Working Group chair if applicable, to discuss e concernS. The Working Group chair has discretion to
remove and replace a Lead State at any time during @arket Actions (D) Working Group collaborative action.

4. Participating State Responsibilities
Any state may elect to participate in a
the Managing Lead State at initiation
and, in most cases, briefly outline the s
and privileged information, proyided that the
Agreement.

labd @ on by executing the participation agreement form sent by
auion. Bie invitation and form will outline the major issues found
the dCtion. All Participating States will have access to confidential

has signed the NAIC Information Sharing and Confidentiality

acti e in the action; however, they should contact the Managing Lead State
ation for inclusion in the collaborative action. Participating States agree to
ng State’s laws if requested and respond to any requests for information. If
e state issue is not an appropriate part of the collaborative action, the state
latory effort.

the Managing Lead Sta
may then initi
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In some cases, only Participating States may be eligible to receive a portion of any monetary sanction imposed on
the regulated entity. A Participating State is not required to accept the proposed resolution presented by the Lead
States; however, a Participating State does agree to consider the proposed resolution.

C. Market Actions (D) Working Group

The Market Actions (D) Working Group is the forum for identifying and addressing issues of multistate concern.
Members of the Market Actions (D) Working Group are chosen for their experience and qualifications within the
market conduct arena. Members meet at each NAIC national meeting and hold periodic conference calls in the
interim. Each state’s CAD is invited to attend calls and NAIC national meetings, and is able to participate but not
vote on acceptance of actions.

In addition to referring issues to the Market Actions (D) Working Group and participating in its activities, CADs
should remain cognizant of the issues that the Working Group addresses by attending meetings and calls to
determine their importance in the market in a regulator’s state.

The Market Actions (D) Working Group has an interest in monitoring all multistate enforcement effox‘and
work to assist collaboration and communication on all such efforts. However, the Working Group must f@gus
rati

efforts on projects and entities that will impact a significant number of NAIC members and consume
impact only a few states will be monitored and, should a small group of states decide to conduct a ¢
action independent of the Market Actions (D) Working Group, the Working Group or NAIC sta
assistance upon request with communications, general information or other, similar resources.

il p e

1. National Analysis Project
This annual project coordinated by the Market Actions (D) Working Group membe
financial annual statement information to identify companies that are exhibiting infatio

concerns and then coordinates analysis of the identified entities. Issues found throu ¥ may be handled
on an individual state basis or eventually be referred to the Working Group thiffugh equest for Review
process. The goal is to uncover issues sooner, decreasing consumer harm arjr; the number of duplicative

actions.

2. Request for Review (RFR)

When a Market Analysis Chief (MAC) discovers an issue that iﬁ)act ipl¢jurisdictions, the MAC should
Rz to and answering the questions in

that a referral should be made to the

egulators and once completed, it should be

¢ RFR should include the results of Level 1

and Level 2 Analysis reviews, if available, as well as any s
regulators to ensure proper RFR procedures are followed.

The Market Actions (D) Working Group will consi ach RFR and determine whether to pursue the matter as a
Working Group collaborative action. Among othezeri
ic failure of the internal control systems of an entity
will also consider whether consumers are at risk of not

state insurance department and req information concerning the RFR. The letter may include questions about
the regulator’s awareness o i0
action or monitoring in plac
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Once the Market Actions (D) Working Group chair determines there is sufficient information to make a decision,
if there is a quorum, a vote is taken. A three-fourths majority is required to accept the RFR for a Working Group
collaborative action. If an RFR is declined, NAIC staff will contact the CAD of the referring state and provide
guidance and suggestions as to other steps that may be taken.

The steps in the RFR process are outlined in the flowchart on the following page.
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MAWG . -
Hoquost for ﬂ RFR received by NAKC staff and svaluated for completenoss |
Review = - .
Waonkilow @
NAIC stalf prepares NAIC s1afl works with
Executive Summary requeston o complete
| MAWG sends a letter of inquiry to the domestic regulator | \
[ MAWG comsiders the RFR. | 0
Ves ]
MAWG chin'
decides method and
ncts dbcadline
Hesearch i wtafT informes submitier
Finisbel andd andd explains opgions
repart made
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D. Multistate Examination Process

This section contains the steps to determine the need for, and how to best conduct a multistate market conduct
examination. For purposes of this discussion, the proposed deliverable is assumed to have been met/achieved
before moving on to the next section.

1. Document the Need for an Examination

The state Collaborative Action Designee (CAD) will work with the Market Analysis Chief (MAC) to determine
which entities should be the focus of attention for the state. Through internal decision-making processes, the CAD
and other state staff should ascertain that other choices from the continuum of market actions are not adequate or
appropriate. At the point of determining the need for an examination, the CAD should take the following steps:

Steps:

a. Document the need for an examination based upon identified triggers;

b. Prepare a justification memo; and

c. Obtain necessary approvals and support from the commissioner and legal department.
Deliverable:

A justification memo, which documents the need for an examination. \\

2. Determine if Multistate Examination is Appropriate
Several jurisdictions may have a joint interest in the market performance of a company, a
concerns may be best met through a multistate examination of that company. In determining ap
multistate examination, the state CAD should consider the similarity of product(s) acrgss juagiiigti erences
in state regulations of product(s) and location of the offices of the insurer, and any ot
Multistate examinations are not appropriate when company behaviors are specific

Steps:
a. Follow Steps | through 6 in Subsection 4a of Section A of this

action is appropriate;

b. Follow Steps 1 through 5 in Subsection 4b of Section A of this

Actions (D) Working Group Request for Review (RFR) is apfropriags; a

e If yes, confirm commissioner support for a’)ten orkthg Group collaborative action,
complete and submit the RFR to the Working Gr

e Ifno, the issue is not appropriate for thg

c. In either case, the collaborative action itself

deterniine if a collaborative

to determine if a Market

C

G but is appropriate for collaboration.
llow the path outlined below.

Deliverable:
A possible Market Actions (D) Working Group RFR reco
documented triggers.

ding a collaborative examination based on

3. Work with Domiciliary State
At this point, the CAD of the initiating dortiiciliary state) will contact the CAD of the domiciliary
state to determine what that departmen{(hf i 2 have done previously to uncover or address the issue.

Steps:

domiciliary state of concerns and interest, and receives and
ut from domiciliary state; and
domiciliary state determine the scope of the problem and draft

reviews any response
b. The initiating state C
notification to a
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Deliverable:
A listing of all potentially affected states and description of the issues of concern, including magnitude. A
clear understanding of the role of the domiciliary state and which state will lead the examination.

4. Initiate Collaborative Examination

The CAD of the Lead State, whether the initiating state or domiciliary state (if different) will still want to use the
Market Actions (D) Working Group’s forum to provide information on the action and solicit other potentially
impacted states.

Steps:
a. Notify the Market Actions (D) Working Group and each state’s CAD of the intended collaborative

action. Include at least the following:
e A brief description of the issue;
e A list of possibly affected states;

e An invitation for any interested states to join the action;
e A request for information from any other states that have addressed the issue; and
e Possible assistance desired from the Working Group or NAIC staff. &
b. Interested states submit participation responses, including the following:
e Whether the state intends a passive or lead role; \

e Staff availability dates;
e The state’s statutory authority to examine company records;* and
e An authorization to review records.
c. Review invitation responses to determine: 'S
e  Any state-specific concerns of Participating States;
e If other states have addressed the problem(s), collect informati ings; and
e Which states wish to be named a Lead State.
d. Enter the examination call in the Market Action Tracking m TS), noting that it is a
multistate action.

o [fthe state wishes to take a lead role: \
e Number of staff that will be dedicated by that state; and 0

*The domiciliary state has authority to look at all records ‘ the d companies. Most states can

authorize another state to review their own records. \
Deliverable:

A list of Participating States with desired participatilevel, resofices available and authorization to review
records. (All information is entered into NAIC systems 4

5. Plan the Examination

The Managing Lead State Coordinator assumes role of coordinating and planning the examination. This
function may be part of the state CAD’s responsibi or another staff member may be designated. The CAD
may still be responsible for any communicati t arket Actions (D) Working Group or NAIC staff to

request advice or assistance.

Steps:
a. The Managing Lead State (MLS)

include:

s the Examiner-in-Charge (EIC). Criteria for selecting an EIC
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b. The MLS and EIC plan the examination in coordination with other Lead States, addressing:
Scope statement (market conduct areas to be covered);
Number of examiners and other resource requirements;
List of runs or records needed based on period of review;
Role Participating States will play;
Tasks that go into the plan;
Tentative schedule (time frame and sequence of examination events); and
e Location(s);

Note: The MLS should consider input from Participating States to prepare the examination plan.
c. The MLS and EIC set the start date and date of pre-examination conference;

The MLS and EIC develop a confidentiality clause for the examination;

e. The MLS finalizes the examination plan. The examination plan, including confidentiality clause,
should be distributed to and signed by all Participating State CADs; and Q

f. The MLS updates the Market Action Tracking System (MATS).

Deliverable:
A formal examination plan that has been agreed to by all Lead States. The plan should inclde de

regarding:
e Statutory authority of Participating States;
Roles of Lead and Participating States;
Estimated number of examiners; 0

Expected resources required,

Resources available;

Identity of the EIC;

Scope statement; &
Examination start date and estimated completion date; and \

List of runs, records and information required.

6. Notify Company \\

Let the company or companies know that an examination has been called.

Steps: &
a. The Managing Lead State (MLS) sends examination no tio e company. Timing and content

follow guidelines for regular examinations;
b. The MLS receives the company’s response, 4
coordinator;
c. The EIC assembles the company’s response info
e Coordinator/contact name;
e [ocation of documents; and
e  Other requested information.

Deliverable:
Examination notification is sent to (e )

7. Perform Pre-Examination Activities

Pre-examination activities for apynultistate exafi@nation follow the guidelines outlined in this handbook. It is the
responsibility of the Managing State to coordinate pre-examination activities and the responsibility of the
Lead State CAD to ensure adequate ication activities among all Participating States.

ntifi¢ation of the company’s examination
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8. Conduct Examination

Conduct the examination following the guidelines outlined in this handbook. It is the responsibility of the EIC to
coordinate and conduct the examination and the responsibility of the Managing Lead State (MLS) to ensure
adequate communication among all Participating States.

Steps:
a. The EIC is responsible for conducting the examination;

b. The EIC is responsible for on site coordination;

c. The EIC is responsible for addressing state-specific concerns of Participating States during the
examination;

The EIC is responsible for communication with company management;

The Lead State CAD is responsible for communication with the Participating States;

The MLS and EIC coordinate a wrap-up session with the company; and

All Participating States should continue to maintain applicable confidentiality until the conclusion of
the examination and/or settlement.

wo e

No state-specific examination findings or recommendations are included in the multistate examina
These will be handled with state-specific addendum and will incorporate conclusions based on indiVeiual state
statutes and regulations.

9. Write the Multistate Examination Summary

Upon conclusion of the examination, a multistate examination summary is drafted by the EIC. Theﬁ g

Lead State (MLS) will help coordinate the communication of comments on the summary by Particip \
su

Steps:
a. The EIC coordinates the drafting of the multistate examination summar$ga¢ ecific findings
(which are not included in the summary itself); ®

b. The Lead State CAD exposes a draft of the multistate examination su
e Distribute to all Participating States;
e  Gather Participating State responses; and
e Resolve discrepancies.
c. The EIC finalizes the multistate examination summary an
States;
d. The MLS or EIC distributes the approved multistate @ka
Lead State CAD distributes the final copy to all Particip

ion-off from Participating

ary to the company, and the
St

e. The Lead State CAD updates the Market Actio (MATS)
10. Finalize the Examination Report
Final Examination Report = Multistate Examination Su ate Addendum

Each Participating State may issue an examination report or ch adopt the Lead State report that consists of
the multistate examination summary. Alternativelf§®each Participating State may issue an optional state
addendum, taken from the EIC’s report on findings ed to state-specific issues.

Examination Report
The state addendum details the state’s becift ion findings and recommendations, based on that state’s
own statutes and regulations.

Steps:
a. Each Participating

e Receive and eva

CAD sends the state’s final examination report to the company:
e the company response; and
e Include sponse as part of the report.
b. Each statg C $its state’s examination report; and
c. Each Pa 1 ¢/should record the applicable administrative resolution for its state in the
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E. Conclusion of Collaborative Enforcement Actions

When a collaborative effort produces findings for which a regulatory penalty or sanction is contemplated, such
action should be memorialized in a written consent order, voluntary settlement agreement or similarly titled
settlement document. States may contemplate a collaborative enforcement action at the same time as a pending
civil court action concerning similar issues, such as a class action lawsuit. Such an enforcement action may or
may not occur simultaneously with a settlement of the civil action. Negotiations for coordinated regulatory and
civil settlement should be the responsibility of the Lead State(s).

In the event a collaborative effort is challenged, or Lead States cannot reach a settlement, they should develop a
resolution strategy. Lead States should outline their strategy and recommendations to ensure violations are
appropriately addressed in the correct jurisdictions. Examiners from Participating States must be made available
for follow-up proceedings, if required. Expenses associated with the appearance of any examiners at a proceeding
arising out of the examination must be borne by the states conducting the action.

1. Best Practices for Multistate Settlement Agreements
The purpose of this document is to outline best practices that will meet the needs of multiple jurisdictio‘ affe¢e

by the business practices of regulated persons/entities. It is important to recognize that although state depadgneis
of insurance have the authority to perform multistate examinations and investigations of potential Zjtiox
insurance law, the states cannot require regulated persons/entities to participate in a multistat eme
agreement. Thus, multistate settlement agreements are commonly entered into by way of mutual a e

the applicable regulated entity as a way to uniformly and efficiently resolve regulatory matters.

The Best Practices for Multistate Settlement Agreements document is intended to provide 4 nc gulators
with respect to engaging in multistate settlement negotiations and drafting multistate i chreements. It is
recognized that the terms of the agreement may vary depending on &« . atter of the
examination/investigation, the nature of the violation, the duration of noncompliangci@he ne¥Cr of consumers
affected, and the number of states in which the regulated entity is doing busine mo
However, agreements should be negotiated and drafted in a manner that isfat;
regulators and effectively address the issues of concern to regulators. With thi
developed to effectuate the greatest amount of participation among the statgsin

A complete copy of the Best Practices for Multistate Settlement Agreengnts,
Working Group, is available to regulators.

a ther considerations.

o prorhote participation by
mi est practices have been
isgate settlement agreements.
y the Market Actions (D)
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Chapter 5—Core Competencies

General Topic/Area [ Standards/Comments
1. Resources Core Competencies
Regulatory Authority The Department of Insurance should have authority to analyze, examine, or

investigate entities that transact the business of insurance whenever it is
deemed necessary. Such authority should include complete access to the
regulated entity’s books and records and, if necessary, the records of any
affiliated regulated entity, insurance producer, or other entity contracted with
to perform any additional services. Such authority should extend not only to
inspect books and records but also to examine officers, employees and
insurance producers of the regulated entity under oath when deemed
necessary with respect to transactions directly or indirectly related to the
regulated entity under examination or review.
Measures should include:

e Statutory authority to perform the continuum of market acti

e Ability to access records;

e  Ability to keep records confidential; and

e  An unfair trade practices act and unfair claims settlement ac

substantially similar to the NAIC model.

Staff & Training The Department of Insurance should have staff sufﬁment to
continuum of market actions including market ang
examinations and market conduct investigation
appropriate market analysis should be performed to'1

of concern. Appropriate prioritization of further in jon 1i continuum
options should be pursued effectively and timel pro the interests of
consumers.

Departments of Insurance should ensure fficiently qualified to
conduct examinations, other contjnuu pt r analysis as needed. The

it rke alysis Chief (MAC) and

their participation at NAIC

Department of Insurance shall ap
Collaborative Action Designe
national meetings.
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1. Resources Core Competencies, cont’d

Contract Examiner

There are three general types of contract examiners. Individual contractors are
individual examiners that contract directly with insurance departments.
Individual contractors frequently contract exclusively with one insurance
department. Regulatory contractors are firms that contract exclusively with
insurance departments. These firms may work for one or more insurance
departments in the same or varying capacities. For instance, a firm may do
examination work for Insurance Department A, analysis work for Insurance
Department B, or baseline analysis and examination work for Insurance
Department C. These firms choose not to accept engagements with regulated
entities. Corporate contractors are firms that contract with insurance
departments and accept engagements with regulated entities. Although
specific staff may be dedicated to work for regulators, they work under the
same corporate management as staff performing engagements with regulated
entities. In addition, staff may change their roles within the firm at any time.
The following competency standards apply to all three types of coftract
examiners.

When using contractors for market conduct examinations, the Dep.

professional experience comparable to qualified department
processes and procedures are in place to oversee and
performance and related activities of the contractors.

ito
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2. Market Analysis Core Competencies

Data Collection Ability to gather and evaluate data as demonstrated by: 1) utilization of the
Market Analysis Review System; 2) collection of data as required by the
Commissioner, Director or Superintendent; and 3) for participating Departments
of Insurance, collection of data for the Market Conduct Annual Statement; 4) use
of the standardized data requests when there is a need for the collection of
relevant data prior to the initiation of an investigation of market regulatory
action.

Analysis Departments of Insurance shall gather information from data currently available
to the Department of Insurance, as well as surveys and required reporting
requirements, information collected by the NAIC and a variety of other sources
in both the public and private sectors, and information from within and outside
the insurance industry. The information shall be analyzed in order to develop a
baseline understanding of the marketplace and to identify for further revie
regulated entities or practices that deviate significantly from the nom‘or t
may pose a potential risk to the insurance consumer.

Market Analysis Chief | The Market Analysis Chief (MAC) is the principal liaison with the N
Analysis Division, the Market Analysis Procedures (D) Workmg Gro
Market Information Systems (D) Task Force. The MAC is respo
market analysis-related communications with other work umts
Department of Insurance. The MAC and CAD may be two i
same person. The Department of Insurance should have the a
member assigned as the MAC to ensure an effective e
Market Analyst Market analysis is a process where data and igfo
analyzed for an insurance market and particular co

arket trends are

ral understanding
audit, investigation or
ision of the MAC to
market analysis process
lines of insurance utilizing a
data, as well as the Market
ons by companies. The market
ysis and MCAS to identify outliers
arket analysis process should include
areas in their respective insurance
insurance departments and the NAIC.

outside of those standards. The purpose is t
and specific company identification for fu
examination. The market analyst works un

typically includes baseline analysj
variety of standardized and state
Conduct Annual Statement LG

variety of internal external stakeholders, at the direction and supervision of

the MAC or CAD.
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3. Continuum Core Competencies

The Continuum of Market Actions is a means of moving from market analysis to regulatory response. The
continuum is a spectrum of regulatory tools to address actions necessary as a result of analysis of specific
regulatory concerns regarding the conduct of a regulated entity. Specific examples of the continuum and
recommended goals to consider when determining the nature of the regulatory response are discussed in the
Continuum of Market Actions chapter of the Market Regulation Handbook. Each Department of Insurance
should evaluate and document market problems using the continuum of market actions.

Market Conduct A Department of Insurance should have standards in place to determine when a

Examinations market conduct exam is called. Departments of Insurance should adhere to the
standards in the Market Regulation Handbook.

Investigations Investigations should be conducted in accordance with investigation standards.

When appropriate, investigations should be posted in the Market Actig
Tracking System (MATS) and upon completion, if regulatory action is &ken,
RIRS.

Consumer Complaints

The Department of Insurance shall have standards in place to receiv
complaints and inquiries in accordance with the guidelines develo

CDS on a regular basis. The Department of Insurance shall h
investigating complaints, responding to the complainant gand
violations for administrative action and reporting corffylai ﬂ s and trends
to the Market Analysis Chief.

4. Interstate Collaboration Core Competencies

Interstate Interstate collaboration may be accomplish
Collaboration e Participation with the Market Actio
but not be limited to, participationg 3

e Timely entry and participation i atabases;

e Notifying the Collaboratl% ct iglee or Market Analysis Chief
of the domestic Department su when considering one of the
continuum of mar

e Verifying the Dg surance can ensure the confidentiality of
materials and data or

e Following the collabCisi ions guidelines for recommendations to
the Market Actions (D) ¥ ing Group.

Collaborative Action The Collaborative on Designee (CAD) is the one contact identified by the
Designee Director/Commissio f each state/district/territory to have the responsibility
for all commupg@ign ted to interstate collaboration. The Department of

d hav@han appropriate staff member assigned as the CAD to
ad parf ipation in multistate collaborative actions.
T
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Competency: Resources
SubSection: Regulatory Authority

The Department of Insurance should have authority to analyze, examine or investigate entities that
transact the business of insurance whenever it is deemed necessary. Such authority should include
complete access to the regulated entity’s books and records and, if necessary, the records of any affiliated
regulated entity, insurance producer, or other entity contracted with to perform any additional services.
Such authority should extend not only to inspect books and records but also to examine officers,
employees, and insurance producers of the regulated entity under oath when deemed necessary with
respect to transactions directly or indirectly related to the regulated entity under examination or review.

continuum of market actions.
The Department of Insurance should have authority to examine regulated e&i;&

whenever it is deemed necessary. Such authority should include compl c
to the regulated entity’s books and records and, if necessary, the recor an
th,

The following standards apply to this competency:
Standard One. The Department of Insurance has the necessary authority to implement the O

affiliated regulated entity, agent and managing general agent. Such.
should extend not only to inspect books and records but also to examine ers,
employees and agents of the regulated entity under oath when dee

with respect to transactions directly or indirectly related to the tity
under examination. The NAIC Model Law on Examiftio i
similar provisions shall be part of state law. &

Standard Two. The Department of Insurance has the necessary a ake corrective
action when necessary.
The Department of Insurance should have the atlifority
or issue cease and desist orders for practices that ar: e
of state law.

when appropriate.
The Department of Insurang
confidential information, ad
other Department of Insurance
are required, under their state o maintain its confidentiality. The
Department of Insurancegshould haW a documented policy to cooperate and
share information witlp$ther regulators directly and also indirectly through
committees established e NAIC which may be reviewing and coordinating
ities. A Master Confidentiality and Information
executed and available for review in StateNet.

Standard Three. The Department of Insurance has’t b eep records confidential,
1

e
=
=
a
B
)
=.
=
uQ
o
=
Q
-
=
a
=
£,
7
o

Standard Four. rance has statutory provisions to protect insurance
surance should have a regulatory framework designed for
tion of insurance consumers. An unfair trade practices act or unfair
nt act substantially similar to the NAIC model shall be part of
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Competency: Resources
SubSection: Staff and Training

The Department of Insurance should have staff sufficient to perform the continuum of market actions
including market analysis, market conduct examinations and market conduct investigations. On an
ongoing basis, appropriate market analysis should be performed to identify companies of concern.
Appropriate prioritization of further investigation and continuum options should be pursued effectively
and timely to protect the interests of consumers. Departments of Insurance should ensure that staff are
sufficiently qualified to conduct examinations, other continuum options or analysis as needed. The
Department of Insurance should ensure it has appointed a Market Analysis Chief (MAC) and
Collaborative Action Designee (CAD).

The following standards apply to this competency:

Standard One. The Department of Insurance has a policy that encourages the profesiional
development of market regulation staff through job-related college cotrses,
professional programs, and/or other training programs.

Standard Two. The Department of Insurance has minimum educational and ri
requirements for all professional employees and contractual staff p 0

n
in the market regulation and market analysis area that are c e
with the duties and responsibilities of the position.
The Department of Insurance should have examiners witl{y auexperience
to perform necessary tasks. Accredited Insurance Exggmin® Certified
Insurance Examiner (CIE) professional designations a Conduct
Management (MCM) professional designation fr anC¢ Regulatory
Examiners Society (IRES) are presumed to gneet minitim standard of
acceptable qualifications as the combination o 190, s not only indicate a
depth of knowledge in a major line of authori ut advanced level of
technical proficiency in market regulation.

Individuals who hold an advanced g siotial dghignation from a nationally
recognized credentialing organizatmm. arc\es to have a broad knowledge
3 ior

of authority. Examples of this
perty Casualty Underwriter (CPCU),
Chartered Life Underwriter (
Life Management Institute (FL
while individuals who
Professional in Insu

e Regulation (APIR), Professional in Insurance
fessional in Insurance Regulation (SPIR) as well as
the Associate in

Regulatorygo IRC) designations from the Institutes and LOMA
respective elemong rated an appropriate level of competence in regulatory
matters.
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Other designations (usually characterized as at the associate level) may indicate
proficiency in certain aspects of insurance operations: these include, but are not
limited to Associate in Claims (AIC) for property and casualty claims, Associate
in Insurance Accounting and Finance (AIAF) for insurance financial operations
and Associate, Annuity Products and Administration (AAPA) for annuity
operations.

The professional designations listed are not intended to be exhaustive nor is it
intended that designations be requirements for qualification. Appropriate
experience both within and without departments of insurance is highly desirable.

Standard Three. The Department of Insurance should have the ability to attract and retain
qualified market regulation personnel.

Standard Four. If a Department of Insurance elects to utilize contracts with individuals or
firms to conduct market regulatory activities, the Department of Insu@ance
should ensure the individuals meet the minimum educational and experie
requirements as outlined above and that the activity is cond i

accordance with the Department of Insurance’s established policies“Qud
procedures and applicable state law.
Competency: Resources

SubSection: Contract Examiner

There are three general types of contract examiners. Individual contractors are i

one insurance department. Regulatory contractors are firms that co i with insurance
departments. These firms may work for one or more insurance dep the same or varying
capacities. For instance, a firm may do examination work for Insurance , analysis work for
Insurance Department B, or baseline analysis and examination worl Department C. These
firms choose not to accept engagements with regulated en‘ies. 0 contractors are firms that
contract with insurance departments and accept engagements regulatgly entities. Although specific
staff may be dedicated to work for regulators, they work £ orporate management as staff
performing engagements with regulated entities. In adg ayphange their roles within the firm
at any time. The following competency standards apy ypes of contract examiners.

When using contractors for market conduct examinations, vartment of Insurance should ensure that
the contractors have the education and professiopgl experien®® comparable to qualified department staff
and that processes and procedures are in place ggtoversee and monitor the work performance and related
activities of the contractors.

The following standards apply to thé

Standard One. The Departm arance shall have established procedures to select
contractors in acco ce with applicable state laws and policies.

ent of Insurance shall utilize the approved state method of selection of

ch as Requests for Proposal (RFP) and when possible, maintain or
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Standard Two.

The Department of Insurance shall utilize documented standards to determine
whether a conflict of interest exists, either directly or indirectly, that would preclude
the contractor’s involvement with the proposed market analysis, regulatory
investigation or market conduct activity.

Strict observance to conflict of interest standards must be observed. Examiners
should not be affiliated with the management of the regulated entity nor own a
pecuniary interest in any company. Generally, contractors that conduct examinations
should not also engage to do work for the regulated entity. Neither should they be
engaged to provide evidence as an “expert witness” against or on behalf of the
regulated entity unless such testimony is on behalf of the engaging regulator and in
relationship to the applicable work plan. Regulators should identify potential conflict
of interest matters during the selection process and also be mindful or potential issues
during and after the examination. States may have specific conflict of interest
provisions that apply.

du

The Department of Insurance shall utilize a written contract or Memor:
Understanding (MOU) when using the services of a contract examiner. The
or MOU shall include specific information regarding scope of work, fees, ti
deliverables and deadlines, confidentiality and security.

regulation areas that are commensurate with the dutig :
the positions.

The Department of Insurance shall have contract ana
appropriate experience perform necessary tasks. Acc
(AIE) or Certified Insurance Examiner (CIE) profeSi
Conduct Management (MCM) professional design

ted ance Examiner
ionations and a Market

Examiners Society (IRES) are presumed to meet in1 tandard of acceptable
qualifications as the combination of designaffon: only indicate a depth of
knowledge in a major line of authority, but’ap a ed IBvel of technical proficiency

in market regulation.

Individuals who hold an advg
recognized credentialing organizd

onal” designation from a nationally
med to have a broad knowledge of
insurance concepts in a particular ni of authority. Examples of this type of
designation include: Chartered Property@fasualty Underwriter (CPCU), Chartered
ertified Insurance Counselor (CIC), Fellow Life
Management Institute (FL and Registered Health Underwriter (RHU); while
individuals who have i e NAIC designations Associate Professional in
i Professional in Insurance Regulation (PIR), Senior
ation (SPIR) as well as the Associate in Regulation
e Associate, Insurance Regulatory Compliance (AIRC)
designations from Institutes and LOMA respectively, have demonstrated an
etence in regulatory matters.
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Other designations (usually characterized as at the associate level) may indicate
proficiency in certain aspects of insurance operations: these include, but are not
limited to Associate in Claims (AIC) for property and casualty claims, Associate in
Insurance Accounting and Finance (AIAF) for insurance financial operations and
Associate, Annuity Products and Administration (AAPA) for annuity operations.

The professional designations listed are not intended to be exhaustive nor is it
intended that designations be requirements for qualification. Appropriate experience
both within and without departments of insurance is highly desirable.

The Department of Insurance shall ascertain if the contractors have expertise in state-
specific laws and regulations and, if such expertise is lacking, develop procedures to
ensure that contract examiners obtain such knowledge.

Standard Three. The Department of Insurance shall conduct pre-examination conferences with
the contract examiners and develop written documentation of goaldpand

expectations.
The nature and scope of services, time frames, budget and hourly rates, S 0
¢

work, confidentiality provisions, contractor responsibilities and

mechanisms shall be documented prior to commencement of the exa
Emphasis should also be placed on expectations regarding examy
adherence to the work plan and conflict of interest guidelines.

Standard Four. The Department of Insurance shall establish procedure
contract examiners comply with the standards of
Handbook, including uniformity guidelines, as well ;
Continuum and Market Conduct Examinations gfiore
appropriate.

mpetencies, as

Standard Five. The Department of Insurance shall assign De en the responsibility to
oversee the performance of the contract exanfine
Department of Insurance authorized staf]
examination and exit conferences
regularly with the contract examdic
conducted in accordance with p
the contractors’ preliminary find

molitor or oversee the pre-

epartment staff shall meet
that the examination is being
ments. Department staff shall review
report before it is submitted to the

insurer.
Monitoring the work perfo ce and related activities of contractors is necessary. It
can be accomplished throu number of ways. Communication with the contract

examiners and regulatg e of periodic reporting or an interim review of
uscful. The Department of Insurance shall require
horts to state insurance regulators. Such a report shall

examination w; %
owing:

a. A clear e ation of the examination’s progress, broken down by

ary of time incurred by contract examiners, including budget, actual
aining to complete;

ary of unusual problems, any significant issues identified throughout
mination and the examiner-in-charge’s proposed resolution; and
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Standard Six.

The responsibility for requiring contract examiners to act on unusual problems or
significant issues identified throughout the examination by broadening the scope of
an examination or requiring additional date not germane to the original scope of an
examination rests with the state insurance regulator. The issues disclosed in the status
reports are preliminary in nature, and no action should be taken based solely on
preliminary findings.

An on-site visit to the examination site may be appropriate in certain instances. When
considering whether an on-site visit should be used, consider such factors as the
known performance of the contractors, cost of travel to the job site, length of
examination and feedback regarding progress of the examination.

The Department of Insurance shall also require that the activities performed by
contract examiners on behalf of the Department are conducted in accordance with
Department of Insurance established policies and procedures and applicable state
law.

Department of Insurance staff shall review contractor billings for N

reasonability and respond to any questions from insurers regarding t r
performance or billing.

The Department of Insurance shall establish procedures enjure
confidentiality of work papers and other data, ele ; u and
requirements for returning market conduct examinatio m s to the

Department of Insurance.

To further enhance security, Departments of Insurance sh videor require the

contractors to utilize dedicated computers, email and URIN addre with approved
h @

virus software and approved encryption. When pos and needed URL may
be routed through the DOIs and password protected.

Contracts or other written agreements &etw artment of Insurance and
contract examiners shall contain languag t ntrg £t examiner shall safeguard
confidential information. These contragts sh so 1fy that contractors shall not

ra within their organization unless
» work on its behalf. Contracts should
d not be shared with any contractors
within their organization who have of interest. This includes protection of
proprietary information received fro regulated entity under examination,
information received from r state Departments of Insurance and data residing in

NAIC databases.
Assuming that tween the insurance department and the contractor
contains apprd_ii guagg@iregarding confidentiality of information, the NAIC

will allow the ss to information residing at the NAIC as directed by
the insurance depa t. The Department shall have authorized staff verify that the
i gned a confidentiality agreement that includes access to
ine whether and to what extent the contractor may access NAIC

ites and shall be responsible for notifying the NAIC of any changes
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The Department of Insurance shall establish policies and procedures in writing with
the contract examiners regarding the confidentiality of work papers and other related
data as well as the point at which all data and work papers are returned to the
Department of Insurance upon completion of the examination. Laptop computers
should be sanitized after each examination and at the beginning of each examination,
only loaded with software for that specific examination.

Competency: Market Analysis
SubSection: Data Collection

Ability to gather and evaluate data as demonstrated by: 1) utilization of the Market Analysis Review
System; 2) collection of data as required by the Commissioner, Director or Superintendent; and, 3) for
participating Departments of Insurance, collection of data for the Market Conduct Annual Statement; 4)
use of the standardized data requests when there is a need for the collection of relevant data prior to the
initiation of an investigation of market regulatory action.

The following standards apply to this competency: &\
to

Standard One. The Department of Insurance fully participates in CDS, MATS, an
“Full” participation means that CDS, MATS, and RIRS data in the Depa
Insurance is submitted electronically to the appropriate NAIC
frequent, current, accurate, and complete manner.

Each Department of Insurance will be asked to certifygannt
timely and complete submissions of all relevant informa oW
and RIRS databases for the preceding calendar year.

Standard Two. The Department of Insurance should refe
available through the various databases and res

Standard Three. The Department of Insurance sh(Ud aQi ize the Market Analysis
Review System.
Standard Four. The Department of Insurag nakl) reasonable attempts to avoid

duplicative and overlap
Department of Insurance shouy

llection whenever possible. The
tandardized data requests for data
collection purposes. If the ment of Insurance deviates from
standardized data requegts, it will n¥tify the regulated entity of the deviation
and may allow for agditional time for the regulated entity to provide the
information.

Standard Five. The Dep
through t
shared an

© 2006-2019 Nation ssociation of Insurance Commissioners



70

Chapter 5—Core Competencies

Competency:
SubSection:

Market Analysis
Analysis

Departments of Insurance shall gather information from data currently available to the Department of
Insurance, as well as surveys and required reporting requirements, information collected by the NAIC and
a variety of other sources in both the public and private sectors, and information from within and outside
the insurance industry. The information shall be analyzed in order to develop a baseline understanding of
the marketplace and to identify for further review regulated entities or practices that deviate significantly
from the norm or that may pose a potential risk to the insurance consumer.

The following standards apply to this competency:

Standard One.

Standard Two.

Standard Three.

Standard Four.

The Department of Insurance has completed Level 1 Analysis and meets any
recommended standards established by the Market Analysis Procedures (D)
Working Group on an on-going basis.

The Department of Insurance has appointed a Market Analysis
promptly notifies the NAIC if the Market Analysis Chief changes.
Each Department of Insurance needs a clearly identified person with

regulation problems and who will also coordinate information sha:

Departments of Insurance through the Market Analysis Proced (
Group and oversee the Department of Insurance’s marke

4
The Department of Insurance has established a sy a edure for
interdivisional communication.
ed be

It is essential for information to be shared and di en the Market
Analysis Chief and other Department of InsuranS@taft. Sis should be done on a
systematic basis, including at a minimum a qu qucstionnaire requesting
other work areas within the Department o share unusual activity
that may be of interest to the Marke@nal i uch as patterns of adverse

financial data, consumer complaints, ggoli nation activity, insurance
producer misconduct, or use of : or rates.

The Department of Insurz
should share with the Market 2
In particular, all Department o
indicators with the Magget Analy

procedures.
L]

ied core information that all staff
of.

ince staff should share any of these
Y Chief in accordance with established

Market Actions (D) Working Group to include, but
ipation in calls and surveys;

5 in the ratio of consumer complaints against the

ignificant numbers of complaints in a relatively short
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Standard Five.

Standard Six.

Standard Seven.

© 2006-2019 Nation
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e Significant concentrations of risk—geographically, by line of business or
exposure—or significant changes in the concentrations of risk;

e Significant changes in expense levels (such as defense costs or
commissions);

e Recent change of the state of domicile of a major writer in a group of
regulated entities;

e Recent changes in ownership or senior management;
A high degree of reliance on third parties, such as MGAs or TPAs, to
perform regulated entity functions; or

e Significant problems with electronic data processing systems such that
the integrity of data underlying claims, underwriting and financial
systems is questionable.

The Department of Insurance has developed and instructed complaint analysts

in key indicators in complaint data.
Complaint analysts in the Department of Insurance should share the fol@v' g

e Specific complaints so critical that one complaint merits

O

types of information with the Market Analysis Chief at the time the D
of Insurance receives this information:
0

(e.g., antitrust);
e Spikes in complaints against the same regulated entity the e
product/practice during a specific time interval (e.g., L W ts
in a week); and
e Any of the other indicators listed in Standard ’pur.

The Department of Insurance identifies potential pro s complaints.

As a minimum, complaint ratios should be calgulate ually¥it a regular time
and the Market Analysis Chief should use in tion erated on regulated
entities with ratios outside of the norms, along with information about those

companies available in the Department of etermine whether any

further review is necessary. &
N indicators are routinely shared
nce With established procedures.

domestic—is required to file a State
Page with each state in whic cd, to show changes in the regulated
entity’s business in the state. In Departments of Insurance, a significant
amount of staff resourceght that time¥are devoted to review and analysis of the
financial statements. ¢ such financial analysis should be primary, at some
point after the Bla ilable, the Market Analysis Chief should be aware
of:

Annual statement State Pages ap
with the Market Analysis Chi
Every regulated entity—for€

s or decreases in premium volume;
gits in reserves without corresponding changes in direct

osses (for liability insurers).

ssociation of Insurance Commissioners
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Standard Eight. There is an established baseline market analysis program on a coordinated
schedule.
All Departments of Insurance should analyze the various data elements and
indicators within the same general time frame, so that if one or more of the
Departments of Insurance have issues with a particular regulated entity, then they
can discuss it first within the framework of the Market Actions (D) Working
Group. Results should be compiled and reviewed on no less than a quarterly
schedule.

Standard Nine. The Department of Insurance coordinates results with the NAIC Market Actions

(D) Working Group.

In addition to reporting plans for examinations and investigations, all noteworthy

market analysis results should be recorded in NAIC systems. Concerns with
nationally significant companies should be specifically noted when reporting to

the Market Actions (D) Working Group and issues that appear to focus on a O

small number of other states should be brought to the attention of those ates’

Departments of Insurance. \
Standard Ten. The Department of Insurance’s procedures require that all materia, e

indications be promptly presented to the commissioner or an ap
designee for determination and implementation of appropri
action.

Upon the reporting of any material adverse findings fig
staff, the Department of Insurance should take timely act S
findings or adequately demonstrate the determination tﬁi 5 required.
Action should include but not be limited to the NAI ’ of Market
Actions. Departments of Insurance should be mindfigithat filiipgs that suggest
potential solvency concerns should be prom re d to the appropriate
financial regulation staff.

Standard Eleven. The Department of Insurance provides forfip, iate supervisory review and
comment.
Standard Twelve. The Department of Insuranced?a procedures.

The Department of Insuig
procedures and/or guideline
process and to ensure that appro
on each regulated entity.

have documented market analysis
br consistency and continuity in the
alysis procedures are being performed
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SubSection:
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Market Analysis
Market Analysis Chief

The Market Analysis Chief (MAC) is the principal liaison with the NAIC Market Analysis Division, and
the Market Analysis Procedures (D) Working Group. The MAC is responsible for all market analysis-
related communications with other work units within the Department of Insurance. The MAC and CAD
may be two individuals or the same person. The Department of Insurance should have the appropriate
staff member assigned as the MAC to ensure an effective market analysis program.

The following standards apply to this competency:

Standard One.

Standard Two.

Standard Three.

Standard Four.

© 2006-2019 Nation

The Department of Insurance has appointed a Market Analysis Chief and
promptly notifies the NAIC if the Market Analysis Chief changes.

The MAC or the MAC’s designee shall have the authority to represent the
Department of Insurance in matters related to discussions regarding market
analysis.

analysis areas and working groups.
The MAC will work with the NAIC to accomplish the goal that each st
“adopt uniform market analysis standards and procedures” and i
analysis in other market regulatory functions, including mark nd
interstate collaboration. The MAC or, when unavailable q ¢ ed by
the MAC, shall participate in all Market Analysis ProcggureS§) Worfing Group

meetings or conference calls. \

If the MAC does not attend the NAIC national me s, the C or designee
shall participate in each Market Analysis durd@y(D) Working Group
conference call.

The Department of Insurance has ggoce e MAC to communicate

with appropriate Department of Insungunce staff.
1 Or'1 tdir 1n areas including consumer

ilifiy financial, market analysis and

Siiin  communication with other Departments of
<et analysis.

aion with the Department of Insurance’s CAD, shall be
responsible for p&Qing and responding to communications via the NAIC Market
Re n and Market Analysis Electronic Bulletin Boards. Information related
to th of the Market Analysis Chief (MAC) shall be handled by the MAC or
t S1

ssociation of Insurance Commissioners

The MAC or his or her designee is actively involved with the NAIC&&:;\
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Standard Five. The MAC shall be responsible for implementation of the NAIC’s
recommended tasks for an effective market analysis program.
The MAC will coordinate with Department of Insurance staff to ensure that at
least the NAIC’s minimum recommended tasks for an effective market analysis
program as outlined in the Market Regulation Handbook are accomplished.

Standard Six. The Department of Insurance shall provide the MAC with the necessary
authority to communicate with responsible staff to ensure that CDS, MATS
and RIRS data is submitted electronically in a frequent, current, accurate
and complete manner.

Standard Seven. The MAC shall ensure that market analysis staff utilizes appropriate
information such as the Market Analysis Company Prioritization Tool for
baseline analysis of lines of business and that Level 1 Analysis is recorded in
the Market Analysis Review System (MARS).

The MAC shall also assure that Level 1 recommendations are acted updp and

where appropriate, the MATS system is updated with the action taken. \
Competency: Market Analysis \
SubSection: Market Analyst

Market analysis is a process where data and information is collected and analyzed for an_in ket
and particular companies to determine both what are standard practices and whe pa or general
hding and

o e market

market trends are outside of those standards. The purpose is to provide both ggneft
specific company identification for further analysis, audit, investigation or ex@gind
analyst works under the supervision of the MAC to assure a systematic appro
market analysis process typically includes baseline analysis on the varjous
variety of standardized and state-based tools and data, as well as the
(MCAS) submissions by companies. The market analyst combines the
MCAS to identify outliers for Level 1 and Level 2 reviews. The m: rocess should include
working closely with various program areas in their respec‘le i partment as well as other

states’ insurance departments and the NAIC. Working closely also 1incldile providing regular or even
formal reports to a variety of internal and external stak ; e“Ulitection and supervision of the

t
aseline analysis and

anal

MAC or CAD.

The following standards apply to this competency:

Standard One. Analysts should possess gki ities necessary to access and navigate a
variety of databases gihilizing several formats (e.g., online, Access, CSV,

Excel, etc.).

Standard Two. Analysts
markets,

be able to gain an understanding of insurance
overages in at least one line of insurance, but

Standard Three. An must be capable of interpreting applicable laws, regulations and
stan to ensure analyses are appropriately conducted.
Standard Four. nalys@h should have the skill and aptitude to discuss complex compliance
nd regjlatory issues with other regulators and company representatives.
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Standard Five. Analysts should have the experience, training or aptitude to adequately
review and understand financial statements with specific focus and
understanding on how the information in those statements may impact
company operations or result from company operations (e.g. claims,
underwriting, rating, reinsurance, sales, marketing, etc.).

Standard Six. Analysts should have the skills and abilities necessary for the analysis of
abstract data from a variety of resources (MAPT, MCAS, iSite+, state
systems, Internet databases, etc.) in order to identify issues and companies
for further analysis (baseline analysis) and then utilize that data, and
additional data, in completion of appropriate company analyses (MARS
Level 1 and Level 2 Analyses).

Standard Seven. Analysts should be competent in the writing of management reports (for
inside the agency) and formal finding reports (to companies or for
enforcement actions).

Standard Eight. Analysts should be skilled in working independently and wi N
regulators within their state, regionally and nationally.

Standard Nine. Analysts are encouraged to attend seminars or attain e

regulatory and compliance areas (the NAIC/NIPR
IRES Career Development Seminar, the Assoc
Compliance Professionals National Conference, N
as encouraged to attain advanced education or certi
to insurance and insurance compliance or regul
FLMI, CFE, and other designations by maj
as allowed or supported by the rules and regu

Competency: The Continuum *

The Continuum of Market Actions is a means of moving e ysis to regulatory response.
The continuum is a spectrum of regulatory tools to ag ac essary as a result of analysis of
ed entity. Specific examples of the
he nature of the regulatory response

are discussed in the Continuum of Market Actions chapt ¢ Market Regulation Handbook. Each
Department of Insurance should evaluate and doc K¢’ problems using the continuum of market
actions.

Standard One. The Dep n ance designates, authorizes and maintains staff
responsibl ¢ market analysis findings and determining the
necessary regu response.

© 2006-2019 Nation ssociation of Insurance Commissioners
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Standard Two. The Department of Insurance considers factors including but not limited to
consumer harm; scope and nature of the concern; jurisdictional boundaries
of the issue; cost effectiveness for regulator and regulated entity; the
regulated entity’s history regarding cooperation and regulatory compliance;
whether another state has addressed a similar concern with the entity and
whether enforcement action is contemplated when considering the nature of
regulatory response.

Standard Three. The Department of Insurance has procedures for staff responsible for
continuum actions to communicate with the Market Analysis Chief (MAC)
to obtain analysis information and recommendations for continuum actions
when warranted.

Standard Four. The Department of Insurance has procedures for staff responsible for
continuum actions to communicate and coordinate with the Collaborative
Action Designee (CAD) in instances of multistate concern. L 2

Standard Five. Where appropriate, the Department of Insurance inputs and ate

continuum actions into the applicable NAIC regulatory databases.

Competency: The Continuum
SubSection: Market Conduct Examinations

A Department of Insurance should have standards in place to determine whengg ma

called. Departments of Insurance should adhere to the standards in the Market Reg@atio
The following standards apply to this competency:
Standard One. Each Department of Insurance shall prioritizee inatiuns.

Each Department of Insurance shall establis eria ling a market conduct
examination. Each Department of‘nsu prepare a schedule of
e

examinations and select a person responggble Tor degfloping and maintaining the
schedule. Exceptions may be mination is called as a “no-

knock” examination.

nall be maintained in the examination
and where appropriate shared with the

The trigger or reason for the e
documents, preferably the work P
regulated entity.

Standard Two. The Department of I nce shall utilize the Market Action Tracking

tation and maintenance of the MATS system. The NAIC will develop
aids as a data entry checklist that will assist in maintaining the MATS

© 2006-2019 National Association of Insurance Commissioners
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Standard Three.

Standard Four.

Standard Five.

Standard Six.

© 2006-2019 Nation
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Exams shall be entered into the MATS no later than 60 days before the
expected date of the on-site examination.

Exceptions to this rule are examinations that are called to respond to more
immediate conditions, or to accommodate the schedule of the regulated entity.

Each Department of Insurance shall, wherever possible and permissible by
law, comply with the guidance provided in the Market Regulation Handbook
when scheduling, planning, calling and performing an examination.

Each Department of Insurance shall develop a standard planning process.

Many of the items reviewed may have been used in the examination priority
process and may become the basis for the pre-examination planning.
e At the end of the planning process, the Department of Insurance shall
determine the phases and/or standards of the examination that require
more attention, the phases or standard that require average examination
scrutiny or attention and those that require a reduced emphasis or ifity be
waived.
e Each Department of Insurance shall prepare an examination w lan
prior to the examination. The work plan or planning memorandum
include:
a. The scope of the examination;
b. The justification for the examination;
c. A time and cost estimate; and
d.

Each Department of Insurance shall develop a
examination to the selected regulated entity.

The announcement of the examination should nt e regulated entity as
soon as possible but in no case any later tha ays'@efore the estimated
commencement of the on-site examination. ptio his rule are made for

examinations that are called to respond ammediate concerns, or to

accommodate the schedule of the r&g te tityl) The announcement notice

should contain:
e The name and address Cullatetntity(ies) being examined;

e The name and conta of the Examiner-in-Charge;
e The date the on-site exe expected to begin;

e The statutory authority fo dmination;

L]

The identificatioggof items tiH
any;
e A request for th lated entity to name its examination coordinator;

and
o Adfition @ ion may be requested at a later date.

If the exa 1s 10 be led by a contract firm, the regulated entity shall be
notified.

will be billed to the regulated entity, if
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Standard Seven.

Standard Eight.

Standard Nine.

Standard Ten.

Each Department of Insurance shall develop a preliminary examination
packet or handbook that should be sent to the examination coordinator as
soon as possible but in no case any later than 30 days before the estimated
commencement of the on-site examination.
The preliminary information shall contain the following information:

e  General instructions;
The scope of the examination;
The materials requested to perform the examination;
Data requests;
Requirements for accommodations and supplies including modem
requirements;
Time and cost estimates;
e Travel information;

Specific instructions regarding sampling, communications with the
regulated entity and other pertinent information; P
Location of on-site examination; \

Security arrangements;
Billing procedures; and
An outline of state insurance department policies and procedur

maintaining the confidentiality of documentation reviewed during
examination.

The Department of Insurance shall adopt the stand?
contained in the reference documents section oi¥the
Handbook.

If a Department of Insurance deviates from the standaidize request, it will
notify the regulated entity of the deviation and o allow additional time
for the regulated entity to provide the informatio

requests
egulation

The Department of Insurance shall p portunity for a pre-

examination conference with the@regu e coordinator and key
personnel to clarify expectations & commencement of the

examination.

The Department of Ins evelop a system for exchanging
information with the regulat¢ nat advises them of the errors and
other problems developed duri e examination. The state should be
mindful of time frames@ontained in the Market Conduct Record Retention
and Production Mod ulation.

The system could “crit” sheets, summaries, or both. Any form of
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Standard Eleven. Each Department of Insurance shall develop a procedure for document
handling, including the removal of original documents, where that is
necessary, to a location other than the Department of Insurance.

To address the issue of confidentiality, original work paper documents shall
remain at the Department of Insurance, especially if the examiner is a contracted
employee of the state Department of Insurance.

Standard Twelve. The Department of Insurance shall use documented sampling guidelines or
develop their own scientifically-based sampling programs.

e All sampling methods should be random;

e [f using a method other than the NAIC sampling guidelines, the method
shall indicate the confidence levels, tolerable error rates and include
extrapolation;

e All sampling methods shall avoid pre-selection; however, stratified
sampling is allowed; and

e The nature of the sampling method chosen should be disclosed ® the
regulated entity that is the subject of the examination.

Standard Thirteen. = The Department of Insurance shall offer to conduct an exit conferepge a
end of an examination.
The exit conference should offer the following:

e The examination status and proposed findings;
e The report process; and
e An explanation of any post-examination billingy

%

Standard Fourteen. The Department of Insurance shall utilize the stan rt Yormat found

in the Market Regulation Handbook.

Each report shall at a minimum include the follo
e Title page;

Table of contents;

Salutation; 3

Foreword;
Scope;
Executive summary;

Results of previous €
Pertinent facts of the cu

Summarization; and
Appendices.

Standard Fifteen. ce shall utilize a standardized timeline as

ute or the NAIC Model Law on Examinations.

surance within 30 days;

e Department of Insurance has 30 days to informally resolve issues
a pare a final report (unless there is a mutual agreement to extend

e deadline); and
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Standard Sixteen.

Standard Seventeen.

Standard Eighteen.

Standard Nineteen.

Competency:
SubSection:

Investigations should be conducted in accordance

e The regulated entity has 30 days to accept the final report or request a
hearing.

The Department of Insurance shall include the regulated entity’s response in
the final examination report where allowed by law.

The response may be included as an appendix or in the text of the examination
report. If it is not in the final report, the report should indicate that a response is
available. The regulated entity is not obligated to submit a response. Individuals
involved in the examination should not be named in either the report or the
response except to acknowledge their involvement.

The Department of Insurance shall publish final reports as public
documents where allowed by law.

e Departments of Insurance should publish the final examination report on
the Department of Insurance’s website; and
e Department of Insurance shall develop a process for releasing,’ﬁ al
examination results to the public. A press release may be used. \
The Department of Insurance should be able to demonstrate an en &
strategy, and specifically the role of market conduct activities in tha rt
An effective enforcement strategy includes having a systemd
differentiate between willful actions and inadvertent ones_a

appropriate administrative resolutions whether it is finggcia cial.
Departments of Insurance should also want to copside

determining the amounts of fines, based on a host of critegia ine he size of
the regulated entity, the market share, whether the pro % s¥en corrected,

and any host of mitigating or aggravating circumstan

Each Department of Insurance shall establ roc®s to follow-up on
examination and/or investigative findings.

The Continuum
Investigations

Regulation Investigation Guidelines

chapter in the Market Regulation Handbook. If applica® zations should be posted in MATS. If

Standard One.

n of the insurance code or upon complaint by any resident
te, the Department of Insurance should have the necessary statutory
ipvestigate. Such authority should include complete access to the

, documents and transactions of anyone engaging in the
f insurance.

© 2006-2019 National Association of Insurance Commissioners



Standard Two.

Standard Three.

Standard Four.
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Investigations may be conducted by the Department of Insurance’s examiners or
investigators. The examiners or investigators should not remove, destroy or
deface any account, record, document or property of the entity under
investigation. The examiner or investigator may remove such documentation
upon written consent of the entity, upon administrative subpoena or other
statutory authority granted the Department of Insurance, or pursuant to a court
order.

The Department of Insurance has the ability to keep records confidential,
when appropriate.

The Department of Insurance should have the statutory authority to keep an
investigation and its results confidential if no regulatory action is taken. The
Department of Insurance should allow for the sharing of otherwise confidential
information, administrative or judicial orders, or other action with other
Department of Insurance regulatory officials or with law enforcement officials of
any state or agency of the federal government. The Department of Inspance

should have a documented policy to cooperate and share information with o
regulators, with state law enforcement officials or agency of th\::&

government, and/or with NAIC, which may be reviewing and coqrdin
regulatory oversight and activities.
The Department of Insurance may develop a pre-investigati lanjjing

process.
Each Department of Insurance may prepare an invesga %

the investigation. The work plan or planning memoran

sha
a. The justification for the investigation;
b. The scope of the investigation;

c. A time and cost estimate; and

d. Costs, which may be billed to other sour:

Where applicable, information sh(gld d from internal sources,
including:

a. Annual reports;

b. Policy and form filings;

each Department of Insurance shall enter the
investigation i e appropriate NAIC database(s).

i is one with a valid NAIC company code and the subject of a
dministrative investigation, the matter should be entered into the MATS
ould the investigation lead to an examination of a regulated entity,
e original MATS record should be changed to reflect this fact.

ssociation of Insurance Commissioners

81



82

Chapter 5—Core Competencies

Standard Five.

Standard Six.

Standard Seven.

The Department of Insurance may require a written report of investigation
at the conclusion of each investigation.

The report of investigation should adequately summarize the underlying
documentation contained in the investigative file. The investigative file
documentation should include but may not be limited to:

Written notes of calls/interviews;

Written statements;

Summary and organization of relevant documents;

Preservation of original evidence (when feasible); and

Written findings and recommendations.

oo Tw

Upon conclusion of an investigation, the Department of Insurance should
determine the appropriate investigative response or action, if appropriate.
At the conclusion of an investigation, the Department of Insurance may choose,
but is not limited to, one of the following investigative actions:

a. Contact the entity for response—If applicable, the examifr or
investigator may request a written response from the entity as to hi
her findings. Note: Sometimes, the entity does not know it is th jec
of an investigation;

no violation was found. Note: Sometimes, the entity does
the subject of an investigation;

c. Warning letter—If a violation was found, but
indicate an isolated incident or technical violati§
Insurance should notify the entity of its findi
notice that further violations may lead to the
civil and/or criminal actions; and

d. Choose an option from the continuum k
If the investigation and/or the option chos, om ontinuum of market
actions determines that further act'*on isfiec to correct the deficiency
and/or statutory violation, the Depir Infhrance may choose from,

e ions.
istrative complaint may be filed
against the entity o
The examiner or should review the results of the
investigation with legal c¢ further advice;

ave the authority to enter into settlement agreements
rs at any time during the investigation phase. In this
ol ent and/or consent order, corrective action may be
agreed by the parties;

e fines or penalties and/or suspension or revocation of
icense(s); and/or

-igvestigation audits, corrective action plans, and/or self-audits by

1ty.
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Standard Eight.

Competency:
SubSection:

Chapter 5—Core Competencies

At the conclusion of any regulatory action, each Department of Insurance
shall enter the appropriate information into the RIRS system.

Each Department of Insurance shall enter the appropriate information into the
RIRS database as well as update any previous information provided to MATS or
other NAIC databases.

The Continuum
Consumer Complaints

The Department of Insurance shall have standards in place to receive and handle complaints and inquiries
in accordance with the guidelines developed by the Market Analysis Procedures (D) Working Group. The
Department of Insurance records complaints in a database and submits closed complaint data to the NAIC
CDS on a regular basis. The Department of Insurance shall have standards for investigating complaints,
responding to the complainant, and referring law violations for administrative action and reporting
complaint patterns and trends to the Market Analysis Chief. &

The following standards apply to this competency:

Standard One.

Standard Two.

Standard Three.

© 2006-2019 Nation

Each Department of Insurance shall have a unit or staff respo X

receiving consumer complaints and inquiries.
The Department of Insurance shall have a separate unit or indivicials wiose
duties are to receive consumer complaints and inquiries.

The unit or individuals have sufficient training and.e R ﬁﬂ entify the

elements of a complaint.

The unit or individuals have sufficient training agd{ exp to handle the
complaints or to assign them to the approf artment of Insurance
employee to handle.

Each Department of Insurance shall estfblis iteria defining complaints
and inquiries, the method of rece n co} fent required in order to
accept the complaint.
The Department of Insurance
complaint developed by the )

e minimum, the definition of a
s Procedures (D) Working Group.

The Department of Insurance s
from the NAIC Consumer Informatie

process to accept complaint referrals
ource (CIS).

The Department of Instifiijce shall, at a minimum, accept written complaints and
have procedures foraktai dditional information from the consumer.

investigation

They, Department Insurance shall establish criteria for determining if the

ent of Insurance has jurisdiction over a complaint and communicating
tign to the consumer.

ssociation of Insurance Commissioners

)

83



84

Chapter 5—Core Competencies

Standard Four.

Standard Five.

Standard Six.

Competency:

e Participation with the Market
participation in call

The Department of Insurance has procedures in place to make the regulated
entity aware that a complaint has been filed and to provide an opportunity to
respond to the allegations in the complaint.

The Department of Insurance reviews the response of the regulated entity and
provides the consumer with a written response when the complaint file is closed.

The Department of Insurance shall have a process for identifying complaints
involving violations and referring these complaints for administrative action.
The Department of Insurance has procedures to identify complaints that require
administrative action.

Each Department of Insurance shall have a system for recording and
tracking complaints in a database using a coding system to facilitate analysis
and trending.

The Department of Insurance shall record complaints on receipt using ufform
definitions and standard coding protocols.

The Department of Insurance’s complaint tracking system contains
data to compile and measure complaints by type, reason and company o
entity.

u t
ns!

The database allows the Department of Insurance to tra w, the
complaint process including date received, date resolvg a Gt status of
the complaint.
The Department of Insurance submits all, accuratggitlose plaints to the
NAIC CDS in accordance with URTT criteria.
The Department of Insurance has a procedurggmgplac nitor the accuracy of
complaint data.

L 4
Complaint analysts provide periodi rt e Market Analysis Chief

regarding complaint ratios, tpfids = ant individual complaints.
The Department of Insurapf has pro&ilures in place and provides regular
reports on complaint pattern s
complaints.

The Department of rance calculates complaint ratios and provides
information on outliers e Market Analysis Chief.

e following:
ions (D) Working Group to include, but not be limited to,

e Timely entry and p tion in the NAIC databases;

Notifying the Collg
Department of

actions;

hen you realize you are considering one of the continuum of market

© 2006-2019 National Association of Insurance Commissioners
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e Verifying the Department of Insurance can ensure the confidentiality of materials and data as
necessary; or

e Following the collaborative actions guidelines for recommendations to the Market Actions (D)
Working Group.

The following standards apply to this competency:

Standard One. The Market Analysis Chief or their designee is actively involved with the
Market Analysis Procedures (D) Working Group and participates in the
Working Group meetings.

Standard Two. The Market Analysis Chief or their designee must participate on the

quarterly Market Analysis Procedures (D) Working Group/MAC
conference calls.

Standard Three. The Collaborative Action Designee or their designee is actively involve@®with
the Market Actions (D) Working Group. \
Standard Four. The Department of Insurance participates fully in the NAIC datahases

its submissions are timely, accurate and complete.

Standard Five. The referring Department of Insurance has taken recommende o7 on
all companies it has referred to the Market Actions (D
If a Department of Insurance refers a regulated entity go tii§arket
Working Group agenda that results in a collaborative acgion, “iead JVepartment
of Insurance(s) will be identified and the lead Depa ance(s) will
nce

identify additional participating Departments of In: identified in the

Collaborative Actions Guide. The referring of Insurance should
continue to participate and support the Mark ion: ) Working Group
initiative.

Standard Six. The Department of Insurance follav th ocedures in the Collaborative

Actions chapter of the Market Reg a ok.

Standard Seven. Referrals to the Market £
appropriate and when ma
Referrals should be made by
Insurance Commissioner, Insura
designated by the Co

Working Group are made when
may impact other jurisdictions.
aborative Action Designee, Deputy
¢ Commissioner or other individual

Standard Eight. Department of
Market Aggions D ouking Group are provided in the format developed
king Group or the NAIC Market Regulation and

i : ommittee, as appropriate.

Standard Nine. Ini ces wherethe Market Actions (D) Working Group refers an issue to
rtment of Insurance, and the Department of Insurance accepts
ity for following through with the recommendation, the
aent of Insurance reviews the issue in a timely manner and responds

pa
d appropriately to the Market Actions (D) Working Group.

© 2006-2019 Nation ssociation of Insurance Commissioners
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Chapter 5—Core Competencies

Standard Ten. In lieu of any such examination or investigation, the Department of
Insurance may accept the report of a similar examination or investigation
made by the insurance supervisory official of another state.

Standard Eleven. The Department of Insurance participates in collaborative activities or
communicates with other affected Departments of Insurance when there are
common areas of concern between Departments of Insurance, but the issue is not
appropriate for referral to the Market Actions (D) Working Group.

Standard Twelve. The Department of Insurance notifies the Market Actions (D) Working
Group when a material issue has been detected and the regulated entity has
offered to take corrective action in all impacted jurisdictions.

Standard Thirteen. =~ When appropriate, the Department of Insurance participates in
collaborative actions and settlements.

Standard Fourteen. Upon the reporting of any material adverse findings from the,ma
analysis staff, the Department of Insurance should take timely a
response to such findings or adequately demonstrate the determinati
no action was required.

Standard Fifteen. The Department of Insurance should make reasonable efforts t ol to
inquiries from the Market Actions (D) Working Grq rket
Regulation and Consumer Affairs (D) Committee a*d 0 @ 1g groups
formed by the NAIC to aid in the market analysis procgss.

Competency: Interstate Collaboration
SubSection: Collaborative Action Designee
The Collaborative Action Designee (CAD) is the one contact identi y the ctor/Commissioner of

each state/district/territory to have the responsibility forggll c ions related to interstate
collaboration. The Department of Insurance should have an awe f member assigned as the
1ve SQblo

CAD to assure support and participation in multistate col
The following standards apply to this competency:

Standard One. The Department of Insuranc
Designee and prompthg notifies
Designee changes.
The CAD or the CAD
Department in disgffs

appointed a Collaborative Action
e NAIC if the Collaborative Action

esignee shall have the authority to represent the

Standard Two.

rket Actions Working (D) Group meetings or conference calls that are
non-working group member regulators. If the state does not have a

© 2006-2019 National Association of Insurance Commissioners



Standard Three.

Standard Four.

Standard Five.

Standard Six.

Standard Seven.

© 2006-2019 Nation
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The Department of Insurance has procedures for the CAD to communicate
with appropriate Department of Insurance staff regarding potential
collaborative action issues and ongoing collaborative actions.

The CAD shall advise the appropriate staff in areas including, but not limited to
consumer services, enforcement, market analysis and market conduct of the role
of the CAD and procedures to notify the CAD of compliance issues that may
affect multiple jurisdictions.

The CAD shall establish a method of at least quarterly communication with the
unit heads of these areas to follow-up on ongoing and potential collaborative
actions.

The CAD participates in communication with other Departments of
Insurance regarding interstate collaborative actions.

The CAD, in coordination with the Department of Insurance’s Market Analysis
Chief, shall be responsible for posting and responding to communications €a the
NAIC Market Regulation and Market Analysis Electronic Bulletin, Boa
Information related to the role of the Market Analysis Chief (MAC)
handled by the MAC, and those related to potential or active col
actions shall be the responsibility of the CAD.

Boards with the appropriate Department of Insurance sta

The CAD shall maintain communication with approp’a
regulator on issues and status related to potential colla

When authorized by the Department o e Commissioner or
Director, the CAD prepares referrals to the ions (D) Working
Group for potential collaborative actions i le jurisdictions.

The CAD shall follow the procedures of t ative Actions Guide in the
Market Regulation Handbook or &
Procedures/Participation Guideling
should be referred to the Marke;

The CAD shall use the approg
form and identify the issue(s), sp
all requested information contained &

Actions (D) Working Group referral
panies affiliated with the issue(s) and

The CAD shall follow on Market Actions (D) Working Group referrals

and if requested, 1g Market Actions (D) Working Group.

If the Mar Working Group referral results in the Department of

Insurance (¢ d state in the collaborative action, the CAD shall
i : s handling of the matter and report as requested to the

Market Actions Working Group and other CADs.

to privileged and confidential information they may receive from
icipating states and the NAIC, the CAD and the Department of
all maintain said privileged and confidential information at
bnfidential as required by the NAIC’s Master Information Sharing
identiality Agreement.
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Standard Eight.

Standard Nine.

If the Market Actions (D) Working Group refers a matter to the
Department of Insurance, the CAD shall relay the referral to the
appropriate Department staff in a timely manner and respond appropriately
and timely to the Market Actions (D) Working Group regarding the
referral.

The Department of Insurance has appropriate procedures in place for the
CAD to communicate and where authorized by the Commissioner, provide
recommendations on collaborative action settlements to the Commissioner
or his/her designee.

Transmittal of collaborative action settlement documents and the Department’s
participation shall be made within the time frames established in the
communication from the lead state(s) or the NAIC.
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