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Draft: 10/25/10 
 

Market Regulation and Consumer Affairs (D) Committee 
Orlando, FL 

October 20, 2010 
 

The Market Regulation and Consumer Affairs (D) Committee met in Orlando, FL, Oct. 20, 2010. The following Committee 
members participated: Roger A. Sevigny, Chair (NH); John M. Huff, Vice Chair (MO); Sharon P. Clark (KY); Mila Kofman 
(ME); Thomas B. Considine and Anne Marie Narcini (NJ); Elizabeth Sammis (MD); Wayne Goodwin represented by Bob 
Lisson (NC); Adam Hamm (ND); Mary Jo Hudson (OH); Mike Kreidler (WA); Jane L. Cline represented by Mark Hooker 
(WV); and Ken Vines (WY). Also participating were: Marcie Morrison (CO); Ted Clark (KS); Bruce Ramge (NE); and Steve 
Nachman (NY). 
 
1.   Adoption of 2011 Proposed Charges 
 
Commissioner Sevigny stated that the Committee’s 2011 Proposed Charges were circulated several weeks ago to the 
Committee members and interested parties, with the exception of the final charge, which is to “Appoint a joint working group 
of the Market Regulation and Consumer Affairs (D) Committee and the Health Insurance and Managed Care (B) Committee 
to coordinate efforts and review issues related to limited medical benefit plans, including 1) misrepresentation in sales and 
marketing; 2) product utility; and 3) authorized and unauthorized agents. The joint working group shall develop 
recommendations to address concerns and issues addressed during the review.” 
 
Commissioner Considine asked why the limited medical benefit plans would be considered a fraud issue. Mr. Clark stated 
that the Antifraud (D) Task Force’s research had indicated that, because there were often no insurance companies backing the 
plans, there was clearly fraud involved. However, he stated involvement from the Committee would be important because 
there were often market conduct-related issues involved. Mr. Nachman stated that limited medical benefit plans often had 
fraud and market conduct-related issues. Commissioner Sevigny stated that it is important to have representation from both 
the Health Insurance and Managed Care (B) Committee and Market Regulation and Consumer Affairs (D) Committee.  
 
Brenda J. Cude (University of Georgia) stated that because most insurance departments do not post complaint ratios on their 
websites, she would like a charge to develop a best practices guide for how the departments could best distribute the 
complaint ratios. She stated that, while it might not need to be included in the Committee’s 2011 Charges, she felt it was 
important to keep this before the Committee.  
 
Mr. Hooker made a motion to adopt the 2011 Proposed Charges. Commissioner Sammis seconded the motion. There was no 
additional discussion and the motion was unanimously adopted (Attachment One). 
 
2.   Adoption of Revised Market Conduct Annual Statement Data Calls and Definitions 
 
Director Huff stated that, after much dialogue, interim meetings and hard work, the Market Information Systems (D) Task 
Force adopted the revised Market Conduct Annual Statement Data Calls and Definitions. He also stated that the Task Force 
has voted to eliminate the group life insurance blank, beginning with the 2010 data to be collected in 2011. Mr. Hooker made 
a motion to adopt the revised data calls and definitions and remove the group life insurance blank. Director Hudson seconded 
the motion. There was no additional discussion and the motion was unanimously adopted. 
 
3.   Update on Market Regulation Accreditation (D) Task Force 
 
Commissioner Sevigny stated that the Task Force decided to focus on their primary goals and determine what issues with 
market regulation processes need to be changed with the development of a market regulation accreditation program. He 
stated that he had appointed a subgroup of regulators to develop a research plan to better guide how the plan should look.  
 
4.   Adoption of Antifraud (D) Task Force Report 
 
Mr. Clark stated that the Antifraud (D) Task Force adopted the Antifraud Plan Guidelines, which are intended to be used by 
state insurance department fraud bureaus to provide guidance to companies that are required to submit an antifraud plan. He 
stated that antifraud plans help state insurance fraud bureaus review how a company addresses fraud. He stated that the 
Guideline addresses general requirements for the antifraud plans, including descriptions related to their internal setup, 
educational programs and how they report fraud to the fraud bureaus.  
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Mr. Clark stated that the Task Force had received a report on international insurance antifraud efforts related to insurance 
regulation from Michael Ridgeway (OK), chair of our Federal and International Enforcement Coordination (G) Working 
Group, along with Ryan Workman (NAIC) and Patrick Lightcap ( Financial Crimes Enforcement Network—FinCEN).  
 
Mr. Clark stated that the Task Force had also received reports from the Coalition Against Insurance Fraud, National Health 
Care Antifraud Association and National Insurance Crime Bureau on their current antifraud activities, as well as resources 
they can provide to state insurance fraud bureaus.  
 
Mr. Clark stated that the Task Force discussed their proposed charge to create a joint Health Insurance and Managed Care (B) 
Committee and Market Regulation and Consumer Affairs (D) Committee working group to address limited medical benefit 
plans. He stated that the Agents and Unlawful Activities (D) Working Group has addressed issues surrounding limited 
medical benefit plans over the past few months, including a public hearing at the Summer National Meeting followed by a 
public call at the end of September. He stated that there was a lot of interest on the subject, and many of the discussion points 
seem to cross over between the two committees.  
 
He stated that Keri Kish (NAIC) had spoken with Superintendent Wrynn (NY), who approved Steve Nachman to chair this 
new joint working group. Mr. Clark stated that the Task Force would like to request that Mr. Nachman lead this joint working 
group. In addition, Mr. Clark stated that he suggested a charge to “Form a joint working group of the Health Insurance and 
Managed Care (B) Committee and Market Regulation and Consumer Affairs (D) Committee to coordinate efforts and review 
issues related to limited medical benefit plans, including: (1) misrepresentation in sales and marketing; (2) product utility; 
and (3) authorized and unauthorized agents. The joint working group shall develop recommendations to address concerns and 
issues addressed during the review.”  
 
Mr. Clark stated that he thought the charge accurately reflects the issues that have been discussed and reflects the 
involvement needed from both NAIC committees. He stated that he had heard a great deal of frustration from regulators, 
consumer representatives and some industry members on a number of fraudulent schemes attached to these types of plans, 
but a number of comments also addressed some concerns with the existing product. He stated that reviewing these 
overlapping issues as a joint group would be the most efficient and beneficial way to address all sides of the issue. 
 
Commissioner Sevigny asked if the Task Force had education plans for 2011. Mr. Clark stated that there were several 
educational plans being developed, including a Continuing Legal Education training focused on issues surrounding the sale 
of annuities. He also stated that the Task Force would be using webinars as an educational method.  
 
Commissioner Sammis made a motion to adopt the report of the Antifraud Task Force, including the Antifraud Plan 
Guidelines and proposed 2011 charges. Commissioner Kreidler seconded the motion. There was no additional discussion and 
the motion was unanimously adopted. 
 
5.   Adoption of Market Information Systems (D Task Force Report 
 
Director Huff stated that the Market Information Systems (D) Task Force indicated that 34 jurisdictions have signed a Terms 
of Use Agreement with the NAIC to allow the states to use a new automated collection tool to collect MCAS data, which will 
be centrally stored at the NAIC. He stated that he was confident the remaining states from the 47 jurisdictions who had earlier 
committed to the project would also sign the agreements by deadline of the Dec. 1, 2010.  
 
Director Huff stated that the Market Analysis Procedures (D) Working Group had adopted Market Analysis Core 
Competencies.  
 
Director Huff stated that the Task Force also had adopted their 2011 Proposed Charges.  
 
Director Huff stated that he had been working with NAIC staff to ensure a comprehensive plan is developed for the 
communication and education surrounding the new MCAS system. He stated that his goals include ensuring that all of the 
states are aware of the new processes and receive opportunities for education on the use of the new system and the analysis of 
the data collected. Director said he also wants to publicize the changes to be expected for next year’s MCAS data collection 
to be sure all companies are aware of the changes and their requirements.  
 
Director Huff stated that NAIC staff would distribute several e-mails to all companies writing a line of business collected in 
MCAS. He stated that the e-mails would inform the companies of the new states, new process and due date. Those letters will 
include the call letters to market conduct contacts on behalf of the states for the collection of 2010 data due June 30, 2011. 
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Director Huff stated that, beginning in April, NAIC staff would conduct a series of MCAS process webinars for the industry, 
which will include an overview of the new automated process, demonstrations of how to navigate the system, and 
explanations and examples of how to apply the MCAS definitions. 
 
Director Huff stated that NAIC staff also would conduct regulator-only training in each of the four NAIC zones, which would 
provide an overview of the new process and system demonstrations of I-SITE tools, as well as techniques for analyzing the 
data. He stated that the training also would provide opportunities for feedback about what they would like to see in the future.   
 
Director Huff stated that, for regulators who cannot travel, NAIC staff would be offering webinars that focus on the 
administration and organization of incoming MCAS data, as well as demonstrations outlining the use of the new Waivers and 
Extensions tool. He stated that NAIC staff also would provide beginner and advanced training for the QuickLink application. 
 
Director Huff stated that the Market Regulation track for the 2011 NAIC/NIPR E-Reg Conference will be exclusively 
dedicated to the MCAS. He stated there will be a public track open for industry and regulators, and a special regulator-only 
track for part of the conference that will focus on the regulator tools and analyzing the data. 
 
Director Huff stated that the NAIC is asking companies to volunteer to beta-test the new system and provide feedback 
regarding possible enhancements to the system and instructional materials. He stated that companies who are interested in 
volunteering should contact Craig Leonard (NAIC) by Dec. 1, 2010. 
 
Director Huff made a motion to adopt the report of the Market Information Systems (D) Task Force, including the adoption 
of the Market Analysis Procedures (D) Working Group’s Core Competencies and the Task Force’s 2011 Proposed Charges. 
Commissioner Considine seconded the motion. There was no additional discussion and the motion was unanimously adopted. 
 
6.   Adoption of Complaint Issues (D) Working Group Report 
 
Commissioner Sammis stated that the Working Group had a lively debate regarding the revised Complaint Reconciliation 
Proposal. She stated that the Working Group also discussed updates to the Change of Code Process document. She said a call 
would be scheduled to discuss these issues further. Commissioner Sammis made a motion to receive the report of the 
Complaint Issues (D) Working group. Commissioner Considine seconded the motion. There was no additional discussion and 
the motion was unanimously adopted (Attachment Two). 
 
7.   Adoption of Consumer Connections (D) Working Group Report 
 
Mr. Lisson stated that the Working Group received an update on the Life and Health Insurance Policy Language 
Simplification Model Act (#575) and Property and Casualty Insurance Policy Simplification Model Act (#730) and continued 
their discussion regarding the readability of insurance contracts.  
 
Mr. Lisson stated that the Working Group discussed the distinction between stranger-owned life insurance and stranger-
originated life insurance  and that the Working Group heard from state insurance regulators and interested parties regarding 
any concerns on this item. 
 
Commissioner Sevigny stated there was a significant opportunity for the Working Group to assist consumers in 
understanding their health insurance contracts. Commissioner Morrison stated that she worked extensively on legislation in 
Colorado to ensure polices are written in “plain English.” She stated that, while the focus has been on health polices, it is 
important for the Committee to remember that policies for other lines of business also should be written in language that is 
easier to understand. She stated she encourages the NAIC be a leader in ensuring that consumers could understand their 
policies.  
 
Dan Schwarcz (University of Minnesota Law School) echoed the comments made by Commissioner Morrison and said he 
objected to the school of thought that consumers never read their policies. He stated that, even if not all consumers read their 
policies, enough of them do to necessitate making policies as easy-to-understand as possible.  
 
Commissioner Kreidler made a motion to receive the report of the Working Group. Director Hudson seconded the motion. 
There was no additional discussion and the motion was unanimously adopted (Attachment Three) 
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8.   Adoption of Consumer Disclosures (D) Working Group Report 
 
Commissioner Kreidler stated that the Working Group received an update on the NAIC’s adoption of the Federal Privacy 
Disclosure Model Bulletin. He stated that NAIC staff would be monitoring  state issuance of the bulletin. 
 
Commissioner Kreidler stated that the Working Group also discussed the potential sunset of the existing sample clauses in 
the NAIC’s Privacy of Consumer Financial and Health Information Regulation (#672). He stated that he recently had the 
opportunity to learn more about consumer disclosures, and it was clear there needs to be a more robust understanding of the 
effectiveness of disclosures. He stated the Working Group also received a presentation on consumer testing of health 
disclosures.  
 
Commissioner Considine made a motion to receive the report of the Working Group. Commissioner Sammis seconded the 
motion. There was no additional discussion and the motion was unanimously adopted (Attachment Four). 
 
9.   Update on Market Actions (D) Working Group 
 
Ms. Narcini stated that the Market Actions (D) Working Group would be conducting a regulator-to-regulator meeting 
regarding specific companies and market conduct issues.  
 
10.   Adoption of Market Conduct Examination Standards (D) Working Group Report 
 
Mr. Ramge stated that the Working Group had reviewed and discussed revisions to Chapter 19—Conducting the Life and 
Annuity Examination of the NAIC’s Market Regulation Handbook. He stated that the chapter was updated to include 
revisions to the Suitability in Annuity Transactions Model Regulation (#275). 
 
Mr. Ramge stated that the Working Group had also begun discussion on the revisions to Chapter 22—Conducting the Long-
Term Care Examination, which was updated to include revisions to the Long-Term Care Insurance Model Act (#640) and the 
Long-Term Care Insurance Model Regulation (#641) and received an exposure draft of Chapter 18—Conducting the Title 
Insurance Company and Title Insurance Agent Examination, which included revisions regarding revised Real Estate 
Procedures Settlement Act (RESPA) rules. 
 
Mr. Hooker made a motion to receive the report of the Working Group. Commissioner Sammis seconded the motion. There 
was no additional discussion and the motion was unanimously adopted (Attachment Five). 
 
11.   Update on Military Sales (D) Working Group 
 
Tim Mullen (NAIC) stated that the Working Group still needs to clarify  and the definition of disciplinary actions that should 
be entered and maintained in the U.S. Department of Defense (DoD) and the NAIC’s databases, as recommended in the May 
2009 report of the U.S. Government Accountability Office (GAO). 
 
Mr. Mullen stated that, because the Working had finalized the majority of the work, there was no new charge to continue the 
progress of the work. He stated that, while Working Group members understood there would continue to be some market 
issues related to the sale of life insurance to the military, they desired that any further activities be brought to the Market 
Regulation and Consumer Affairs (D) Committee or the Market Actions (D) Working Group. 
 
12.   Adoption of Retained Asset Accounts (A/D) Working Group Report 
 
Commissioner Sevigny stated that the Retained Asset Account (A/D) Working Group issued a survey, which covered 70% of 
the market. He stated that a subgroup had been appointed to analyze the survey responses and look at the existing bulletin 
regarding retained asset accounts (RAAs). Commissioner Sevigny stated that the Working Group would be updating the 
NAIC’s RAA Bulletin, which was adopted in 1993, and then conduct a public call to discuss. Peter Kochenburger 
(University of Connecticut School of Law) stated that the consumer representatives’ concerns with RAAs are related to more 
than just disclosures. He stated the Working Group should not limit its work to just revising the model bulletin. 
Commissioner Considine made a motion to receive the report of the Working Group. Director Huff seconded the motion. 
There was no additional discussion and the motion was unanimously adopted (Attachment Six). 
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13.   Continuation of Task Forces and Working Groups 
 
Commissioner Sevigny stated that the NAIC Bylaws indicate that all task forces and working groups shall automatically 
terminate at the end of the last regular national meeting of each year, unless the Executive (EX) Committee adopts a 
recommendation of the parent committee or subcommittee to continue the task forces and working groups. Mr. Hooker made 
a motion to authorize all task forces and working groups of the Market Regulation and Consumer Affairs (D) Committee to 
continue working on their assignments subsequent to the last regulator national meeting of 2010, until Dec. 31, 2010. 
Director Hudson seconded the motion. There was no additional discussion and the motion was unanimously adopted. 
 
14.  Social Media Webinars 
 
Commissioner Sevigny stated that, to meet its 2011 charge to address the use of social media in insurance, the NAIC will be 
partnering with the Insurance Marketplace Standards Association (IMSA) over the next several months to provide free 
regulator-only webinars to help build additional awareness about the use of social media in insurance. Commissioner Sevigny 
stated that the first session is scheduled for Dec. 8 and will focus on what social media is; why everyone wants to use it; what 
its significance is to producers and the insurance industry; what its impact is on consumers; and key regulatory issues. 
Commissioner Sevigny stated that the second session is scheduled for Jan. 19, 2011, and will focus on the status of social 
media in the insurance industry; what types of challenges are posed by the specific regulations; whether companies can 
comply with regulatory requirements; what types of controls companies are relying on; and what examiners should take into 
consideration. He stated that NAIC staff would be circulating additional information on how to enroll in the webinars.  
 
15.  Regulator Tool Regarding Insurers’ Use of Credit Scores 
 
Commissioner Sevigny stated that he had been approached by representatives from TransUnion regarding their desire to 
develop a regulator tool to assist with understanding how companies use credit scores in the underwriting and rating 
processes. Mr. Mullen stated that TransUnion had worked with the Federal Trade Commission to develop an educational 
video regarding the use of credit scores. Commissioner Sevigny requested that regulators who were interested in participating 
in this project should notify Mr. Mullen. Mike Pickens (The Goldwater Taplin Group) stated that the educational video that 
was developed provided an objective view of the use of credit scores in the underwriting and rating processes. He stated that 
TransUnion representatives simply want to provide a tool to assist regulators in understanding the use of credit scores.  
 
Having no further business, the Market Regulation and Consumer Affairs (D) Committee adjourned. 
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2011 PROPOSED CHARGES 
 

MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE 
 
Draft: 10/15/10 
 
The mission of the Market Regulation and Consumer Affairs (D) Committee is to monitor all aspects of the market 
regulatory process for continuous improvement. This includes market analysis, regulatory interventions with companies and 
multi-jurisdictional collaboration. The Committee also will review and make recommendations regarding the underwriting 
and market practices of insurers and producers as those practices affect insurance consumers, including the availability and 
affordability of insurance.  
 
Ongoing Support of NAIC Programs, Products or Services: 
 
1. Provide policy recommendations regarding centralized collection and storage of market conduct data, national analysis 

and reporting at the NAIC, and monitor implementation, with a specific focus on confidentiality and public availability 
of data—Essential 

 
2. Coordinate with the Market Regulation Accreditation (EX) Task Force to assess the current process for multi-

jurisdictional activities, including how to increase the emphasis on market analysis over examinations and the scope of 
domestic state responsibility—Essential  

 
3. Oversee the activities of the Market Information Systems (D) Task Force—Essential  
 
4. Oversee the activities of the Antifraud (D) Task Force—Essential 
 
5. Appoint a Market Actions Working Group of 13 individuals to facilitate interstate communication and coordinate 

collaborative state regulatory actions—Essential 
 
6. Appoint a Market Conduct Examination Standards Working Group to develop market conduct examination 

standards—Essential 
 
7. Appoint a Consumer Connections Working Group to 1) provide a forum for dialogue among the state consumer 

service representatives to share best practices and enhance consumer advocacy efforts; 2) provide a forum for dialogue 
among state consumer service representatives, consumer groups, regulators and the industry regarding current 
marketplace issues; 3) advance recommendations to the D Committee for further interaction with appropriate technical 
working groups and receive tasks as assigned by the D Committee—Essential 

 
8. Appoint a Consumer Disclosures Working Group to 1) Develop a work product outlining best practices and guidelines 

for use by state insurance regulators in developing information disclosures for insurance consumers. The product would 
include a discussion of situations in which consumer disclosures are appropriate and can reasonably be expected to 
address a market problem and/or empower consumers. The best practices and guidelines would address effective ways to 
create and deliver information disclosures and would be applicable across product lines; 2) Monitor state implementation 
of the Privacy Disclosure Model Bulletin; and 3) Provide a recommendation on how to sunset the safe harbor of 
compliance with state privacy notice requirements through the use of the sample clauses in the NAIC Privacy of 
Consumer Financial and Health Information Regulation (#672)—Essential 

 
9. Appoint a Complaint Issues Working Group to 1) implement a complaint coding reconciliation process; and 

2) provide direction regarding state implementation of the revised coding scheme for the NAIC Complaints Database 
System (CDS)—Essential 

 
10. Appoint a Retained Asset Accounts (A/D) Working Group, as constituted by the Executive (EX) Committee in 2010, 

to finalize the review of the use of retained asset accounts by insurance companies and make recommendations, as may 
be necessary, including whether there is appropriate consumer disclosure—Essential 

 
11. Monitor the underwriting and market practices of insurers and producers, as well as conditions of insurance 

marketplaces, including urban markets, to identify specific market conduct issues of importance and concern; hold a 
public hearing on these issues at the NAIC national meetings, as appropriate—Important 
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12. In collaboration with other technical working groups, discuss and share best practices through public forums to address 

broad consumer concerns regarding personal insurance products—Important 
 
13. Coordinate with the International Insurance Relations (EX) Leadership Group to develop input and comments to the 

International Association of Insurance Supervisors (IAIS) and/or other related groups on issues regarding market 
regulation concepts—Important 

 
New Objective and Goals 
 
1.   Appoint a Social Media Working Group to develop a white paper on how insurance companies and producers use 

social media in the business of insurance; identify regulatory and compliance issues that might arise through the use of 
social media in insurance; and provide guidance on how to address any identified regulatory and compliance issues—
Important  

 
2. Appoint a joint working group of the Market Regulation and Consumer Affairs (D) Committee and the Health Insurance 

and Managed Care (B) Committee to coordinate efforts and review issues related to limited medical benefit plans, 
including 1) misrepresentation in sales and marketing; 2) product utility; and 3) authorized and unauthorized agents. The 
joint working group shall develop recommendations to address concerns and issues addressed during the review—
Important 
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Draft: 10/26/2010 
 

Complaint Issues (D) Working Group  
Conference Call  
October 1, 2010 

 
The Complaint Issues (D) Working Group of the Market Regulation and Consumer Affairs (D) Committee met via 
conference call Oct. 1, 2010. The following Working Group members participated: Elizabeth Sammis, Chair (MD); Peg 
Brown, Vice Chair (CO); Kathy Talley and Myrna Frick (AL); Kim Johnson (AR); Maria Chavira and Jackie Smith (AZ); 
Leone Tiffany (CA); Pamela Lovell, Barb Szumowski, Greg Thomas and Vicki Twogood (FL); Angel Robinson and Gary 
Marquett (IA); Arlene Barrie and Amy Lambrecht (ID); Mary Petersen (IL); Stacy Rinehart (KS); Angela Nelson (MO); 
Andy Case (MS); Bruce Ramge and Cindy Williamson (NE); Bob Lisson, Tracy Biehn and Shane Quinlan (NC); Jack 
Chaskey and Sandra Anderson (NY); Rob Stroup (OH); Russell Valleroy (OK); Nicholas Carda (SD); Jack Evins and Valerie 
Brown (TX); Jackie Myers, Rinne Abbitt, and Carol Howard (VA); Paul Bicica (VT); April Findley and Leslie Krier (WA); 
Sue Ezalarab (WI); Mark Hooker, Nancy Edgar and Diana Hypes (WV). Also participating were: Merle Berg and Ming Lau 
(CA); Gerard O’Sullivan (CT); Sol Maria Marquez (MA); Carol Roy (MT); Barbara Richardson (NH); Larry Padilla (NM); 
Molly Jones and Lydia Shirley (OK); Lamont Bell (SC); and Vicki Ayers (VA). 
 
1. Discuss the Revised Complaint Reconciliation Process Document. 
 
Commissioner Sammis said the Working Group recommended during the last call that the phrase “due process” be replaced 
by the word “validation” in the first sentence in the Conclusion & Next Steps section on the last page of the Revised 
Complaint Reconciliation Process Document.  
 
Mr. Hooker asked if SBS states had been notified of the two options for the proposed reconciliation process—a state-specific 
system and a NAIC centralized system. Concern was expressed that steps 1 through 4 noted in the NAIC Centralized System 
option might not be set up in current SBS processes. Commissioner Sammis asked that SBS provide confirmation of their 
notification and processes at the next call.  
 
Commissioner Sammis said Maryland was drafting regulations on the final determination of a justified complaint—including 
whether the insurer would be given the right to go back to the respondent—and asked what other states did in this regard. Ms. 
Tiffany said California sends a letter to the insurer on a confirmed complaint rather than a justified complaint. Ms. Rinehart 
said Kansas does reconciliation the following year and sends a closing letter to the insurer. She said that as an SBS state, 
Kansas has to go forward and she wanted to know if this could be changed. Ms. Drape said this could be done by the 
reloading of data.   
 
Ms. Tiffany asked if California could continue to use state-specific reconciliation processes. Commissioner Sammis said 
states could choose to use either the state-specific option or the NAIC centralized system. Ms. Brown said she was concerned 
with the 30-day timeframe noted in the table because Colorado reconciles complaints on a quarterly basis. Commissioner 
Sammis indicated that the Working Group could change the timeframe prior to adoption.  
 
Ms. Ezalarab said the two-year timeframe for states to implement this process might be overly ambitious. Mr. Chaskey said 
the rollout of the reconciliation process was set for the last quarter of 2011 to match Complaint Database System. He 
suggested that the rollout of CDS be done first, followed by the reconciliation process within a year or two. Commissioner 
Sammis said states could be given a year or two to get back to the NAIC on when this process would be implemented in their 
state.   
 
Commissioner Sammis asked Working Group members to send Lois Alexander (NAIC) their additional changes to the state-
specific option so she can distribute a revised document for the next Working Group call.  
 
2. Discuss the Change Process Document. 
 
Commissioner Sammis said the Change Process document was exposed for comment Sept. 16 with the comment period 
ending Sept. 30. She asked if there were any comments from the Working Group as no written comments were received. Ms. 
Ezalarab suggested that the historical data be updated. Commissioner Sammis asked Ms. Alexander to make the changes to 
the document so it could be presented to the Working Group at the next call.  
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3. Discuss Roll-Out of Complaint Code Changes. 
 
Commissioner Sammis asked NAIC staff for an update on the Complaint Code Change Mapping Project roll-out. Ms. 
Alexander said the rollout for NAIC database applications is scheduled to occur before the end of 2010 for MyNAIC, I-SITE 
and the Consumer Information Source (CIS). She said the revised CDS form, mapping document, and CDS manual provide 
the details of these changes and screen shots of the new system will be available soon. Ms. Alexander said calls will be 
scheduled after the Fall National Meeting to walk through each of the documents during which there would be time for 
questions. She said responses to questions asked during the sessions would be distributed to all participants and additional 
process calls may be scheduled as states are converted to the new system. 
 
4. Review Implementation Schedule. 
 
Commissioner Sammis asked Marian Drape (NAIC) to address the implementation schedule from the NAIC Data 
Administrative perspective. Ms. Drape said the NAIC is currently testing three major areas:  
• The new functionality in the Complaints Load Program which will take states’ complaints data in the old format and 

convert it to the new format. Ms. Drape said regulators who would like to see what the reports look like in I-SITE while 
they are being tested could contact her.   

• The presentation of the data in I-SITE, MyNAIC, and CIS. This will change because the number of reason and 
disposition codes has been reduced. In addition, Medicare is now part of the coverage type codes. 

• The conversion of 10 years of data on the NAIC database from the old code format to the new code format. This includes 
the new method affirmatively coding whether a complaint is confirmed.  

 
Ms. Drape said the initial analysis the NAIC has done regarding this change shows there are currently 1.5 million confirmed 
complaints in I-SITE. This reflects 10 years of data for risk-bearing entities, agencies, and individuals. Of those, 
approximately 860,000 confirmed complaints will be reclassified from confirmed to unconfirmed. Ms. Drape said there are 
500,000 confirmed complaints in CIS. This is three years of data for risk-bearing entities only. Of those, approximately 
280,000 confirmed complaints will be reclassified as unconfirmed. Ms. Drape said since testing is going very well, the NAIC 
would like to schedule the conversion to the new complaint format for Nov. 13, which means that the CDS data will be 
available in I-SITE, MyNAIC, and CIS in the new format on Nov. 15. She said that contrary to a recent email, the NAIC has 
not yet assigned timeframes to states for the implementation of the new complaints format, but they anticipate having all 
requests confirmed by Oct. 15. 
 
Ms. Brown moved that implementation proceed on Nov. 13, Mr. Hooker seconded and the motion was adopted.  
 
5. Any Other Matters Brought Before the Working Group.  
 
Ms. Tiffany asked if the NAIC would be adding any complaint codes for Health Care Reform. Commissioner Sammis said 
the Working Group would look to the Health Insurance and Managed Care (B) Committee for a response to this question. 
She asked Ms. Alexander to request suggested changes from Jolie Matthews (NAIC).     
 
Having no further business, the Complaint Issues (D) Working Group adjourned. 
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Consumer Connections (D) Working Group 
Orlando, FL 

October 18, 2010 
 
The Consumer Connections (D) Working Group of the Market Regulation and Consumer Affairs (D) Committee met in 
Orlando, FL, Oct. 18, 2010. The following Working Group members participated: Wayne Goodwin, Chair, represented by 
Bob Lisson (NC); Christina Urias represented by Maria Chavira (AZ); Jay Bradford represented by Bill Lacy (AR); Steve 
Poizner represented by Leone Tiffany (CA); Marcy Morrison (CO); Thomas R. Sullivan represented by Barbara Spear (CT); 
Kevin M. McCarty represented by Barb Szumozoski (FL); Susan E. Voss represented by Tom Alger (IA); James J. Donelon 
represented by Clarissa Preston (LA); Mila Kofman represented by Tom Record (ME); Elizabeth Sammis (MD); John M. 
Huff represented by Angela Nelson (MO); Monica J. Lindeen represented by Carol Roy (MT); Ann M. Frohman represented 
by Holly Blanchard (NE); Thomas B. Considine represented by Anne Marie Narcini (NJ); Mary Jo Hudson represented by 
Sue Real (OH); Kim Holland represented by Russell Valleroy (OK); Teresa D. Miller represented by Gail Woods (OR); 
Robert L. Pratter represented by Cindy Fillman (PA); Neal T. Gooch represented by Suzette Green-Wright (UT); Alfred W. 
Gross represented by Mary Bannister (VA); Mike Kreidler represented by Leslie Krier (WA); Sean Dilweg represented by 
Roger Frings (WI); and Jane L. Cline represented by Mark Hooker (WV). 
 
1. Update on the Policy Language Simplification Model Acts 
 
Commissioner Goodwin stated that the Working Group held a hearing March 28 during the Spring National Meeting to 
receive testimony regarding the need to revise the existing readability models for the Life and Health Insurance Policy 
Language Simplification Model Act (#575) and Property and Casualty Insurance Policy Language Simplification Model Act 
(#730). The Working Group met May 26 by conference call and adopted a recommendation that the NAIC insurance policy 
language simplification models should be revised. Commissioner Goodwin stated that the models were originally created by 
the Life Insurance and Annuities (A) Committee, Health Insurance and Managed Care (B) Committee and Property and 
Casualty Insurance (C) Committee. Commissioner Goodwin stated that, during the Summer National Meeting, the Working 
Group members agreed that these models necessitate a national standard and agreed to move forward with the 
recommendation to revise model #575 and model #730 in accordance with the NAIC procedures for model law development. 
 
Commissioner Goodwin stated that, moving forward, the Property and Casualty Insurance (C) Committee would determine 
the next steps to be taken concerning model #730. Commissioner Goodwin confirmed that model #575 would be addressed in 
two separate parts. The life portion of the model will be addressed by the Interstate Insurance Product Regulation 
Commission (IIPRC) and the health side would be addressed within the federal Patient Protection and Affordable Care Act 
(PPACA). Commissioner Goodwin stated that the Working Group would continue to monitor the progress of the 
simplification models and provide comments where and when appropriate. 
 
Daniel Schwarz (University of Minnesota Law School) stated that he would be speaking during the Property and Casualty 
Insurance (C) Committee meeting and encouraged everyone to attend. Mr. Schwarz commented on the importance of 
readability and transparency within insurance for property/casualty and life and health areas.  
 
Commissioner Morrison stated that Colorado has worked on this issue in the past and provided testimony at the hearing held 
during the Spring National Meeting. Commissioner Morrison stated that the Working Group has had great dialogue on the 
readability topic and encouraged moving forward with separating out the life, health and property/casualty lines of business. 
Commissioner Morrison stated that bundling all of these areas together would prohibit certain issues to be addressed.  
 
2. Discussion of Health Care Reforms Scams 
 
Commissioner Goodwin stated that the topic of health care reform scams has been discussed amongst the state consumer 
advocates and has been added as an agenda item for the Working Group to further discuss. Commissioner Goodwin opened 
up the discussion for any regulator and/or interested party to come forward and provide any comment on current scams. The 
Working Group members, interested regulators and interested parties had no additional comments to add. 
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3. Discussion on Stranger-Owned and Stranger-Originated Life Insurance  
 
Commissioner Goodwin said the state consumer advocates has had ongoing discussions concerning the stranger-owned and 
stranger originated life insurance. Commissioner Goodwin stated that the Life Insurance and Annuities (A) Committee held a 
hearing May 20 to address this topic. The Working Group discussed the differences between stranger-owned and stranger-
originated life insurance, receiving comments from Working Group members and industry representatives. Commissioner 
Goodwin stated that the Working Group would continue to provide a forum for dialogue among state consumer 
representatives, consumer groups and industry representatives.  
 
Having no further business, the Consumer Connections (D) Working Group adjourned. 
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Consumer Disclosures (D) Working Group 
Orlando, FL 

October 19, 2010 
 
The Consumer Disclosures (D) Working Group of the Market Regulation and Consumer Affairs (D) Committee met in 
Orlando, FL, Oct. 19, 2010. The following Working Group members participated: Mike Kreidler, Chair (WA); Leone Tiffany 
(CA); James Morris (IL); Nancy Grodin (MD); Bob Wake (ME); Jim Mealer (MO); Jack Chaskey and Gail Keren (NY); 
Lynette Baker (OH); Suzette Green-Wright (UT); Joanne Scott (VA); and Mark Hooker (WV).  
 
1. Discuss Next Steps for Privacy Disclosure Model Bulletin 
 
Commissioner Kreidler said the NAIC’s Executive (EX) Committee/Plenary will consider adoption of the Privacy Disclosure 
Model Bulletin Oct. 21. Assuming the bulletin is adopted, NAIC staff will conduct additional outreach with the states to 
ensure they are aware of the bulletin and answer any outstanding questions a state might have. NAIC staff also will begin 
tracking state issuance of the bulletin for reporting to the Working Group. He said the Working Group’s adoption of the 
bulletin during the Summer National Meeting included a commitment to resolve the issue of how to sunset the safe harbor of 
compliance with state privacy notice requirements through use of the sample clauses in the NAIC Privacy of Consumer 
Financial and Health Information Regulation (#672). Commissioner Kreidler said the Working Group has a charge to 
discuss this issue next year.  
 
2. Receive Presentation on Consumer Testing 
 
Marty Mitchell (America’s Health Insurance Plans—AHIP) said AHIP has been involved in focus group testing of new 
health disclosures required by the federal Patient Protection and Affordable Care Act (PPACA) and developed by the NAIC’s 
Consumer Information (B) Subgroup. He said AHIP’s testing focused on individual health products and included focus 
groups in Seattle, WA, and St. Louis, MO. The focus groups included people who have insurance. He said the findings reflect 
that consumers identified a lot of issues, some which AHIP already knew about and some that were new. He said the process 
took four weeks and was not required by PPACA. He said the four-page document that was tested is designed to explain the 
benefits of a health insurance contract and, by law, is limited to four pages and 12-point font. He said the focus group results 
would be reviewed and the new disclosure form would be used in the market in 2012. 
 
Lynn Quincy (Consumers Union) said Consumers Union partnered with an experienced moderator to explore consumer 
reactions to an early version of the "Summary of Coverage form called for under Section 2715 of the Affordable Care Act 
(ACA). This four-page form is intended to standardize the way health insurance plans are described to consumers, similar to 
the nutritional facts labels on food. The form is required to use standard definitions for common insurance and cost-sharing 
terms, regardless of the plan being described.  
 
According to the ACA, the goal of this disclosure requirement is to allow consumers to “compare health insurance coverage 
and understand the terms of coverage (or exception to such coverage).” Ms. Quincy said these disclosures, in concert with 
other provisions of the ACA, will help consumers become informed and improve their scrutiny of health plans to drive 
market change and help achieve the broader goals of health reform. She said Consumer Union’s study used focus group 
discussions and usability exercises to explore consumers’ ability to understand and use the prototype Summary of Coverage 
form and glossary. These testing sessions included 112 men and women in four cities around the country. These participants 
were evenly divided between those currently uninsured and those enrolled in non-group (individually insured) coverage. 
Individuals associated with the insurance industry were excluded. 
 
Ms. Quincy said the consumer testing revealed many interesting things about consumers’ use of the form, some of which 
could be anticipated and others which were unanticipated. For example, Page 1 and Page 2 of the form contain plan 
information in the form of a table or grid. At the top of each grid were bullet points containing important information for 
consumers. The testing revealed that consumers’ eyes slid right past that bulleted information and down to the big, bold table. 
She said Consumers Union learned that this key information needed to be emphasized differently or placed elsewhere. She 
said consumers struggled with many insurance cost-sharing concepts, despite the definitions provided. Even in areas where 
Consumers Union could anticipate consumer difficulties, consumer testing provided the nuanced understanding needed to 
improve the forms. She said many participants revealed they were familiar with the term “coinsurance”; however, when 
asked to use the prototype forms to estimate their cost-sharing for a particular service, some were unsure who paid the 20%—
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the policyholder or the insurer. Similarly, participants did not understand annual limits or out-of-pocket limits. In both cases, 
they were not sure who benefited from the provision. She said there is no widely accepted tool for measuring levels of health 
insurance literacy, but a handful of studies—including the NAIC’s own survey— suggests that many Americans struggle 
with health insurance concepts.  
 
Ms. Quincy said consumer testing not only provided a more nuanced understanding about areas of consumer confusion, but it 
also provided insights into how to mitigate confusion. For example, participants who had a better understanding of these cost-
sharing concepts would explain them to others using simple numeric examples, something that is not currently included in 
the disclosure form or the accompanying glossary. We also saw that adding clarifying words such as “patient out-of pocket 
limit” could help.  
 
Ms. Quincy said that, while there are numerous examples of how participants struggled with certain terms, the news was not 
all bad. She said the testing revealed that the Consumer Information (B) Subgroup was generally on the right track. Overall, 
participants liked the form and felt they were an improvement over other insurance summaries that they had used in the past. 
She said the release of the disclosure form without consumer testing would have been a grave disservice to consumers and 
will affect more than 180 million Americans when the requirement goes into effect in 2012.  
 
In terms of the development of the NAIC’s guidelines on disclosures, Ms. Quincy said the NAIC work product should 
include a definitive statement on the critical nature of early consumer testing and create an expectation that NAIC and state 
insurance departments will value, facilitate and make use of the results of testing. It should include easy-to-use standards for 
what constitutes a well-designed test; a clear statement of study goals; the inclusion of usability exercises; recruitment of an 
appropriate diversity of participants, including those with lower literacy levels; and a publicly available report containing a 
clear statement of methodology and findings. She said it also should include a description of professionals who conduct 
consumer testing and guidelines for choosing an individual or organization to conduct the testing. She said NAIC model 
disclosures and other consumer communications exposed for review should contain an explicit acknowledgement about the 
absence or presence of consumer testing. 
 
Ms. Quincy said the NAIC should maintain an official record of results from existing consumer testing around financial 
services consumer disclosures, with a focus on insurance disclosures and insurance products. She said funding is never easy 
to come and suggested the NAIC to take a hard look at their ability to fund some of this testing themselves, on an annual 
basis, using independent, outside experts. Finally, she recommended that the Working Group the potential barriers within 
NAIC to using the results of consumer testing and study how these can be reduced. 
 
Brenda Cude (University of Georgia) said the identification to barriers to consumer testing is important and said she thought 
everyone already recognizes the importance of consumer testing. She said consumer testing provides needed feedback for the 
creation of effective disclosures. She said disclosures developed at the federal level, like the Federal Model Privacy Form, are 
developed by experts, sent to focus groups for testing and then revised based on feedback. She said there is not much latitude 
for companies to change the Federal Model Privacy Form to ensure consistency across companies. Commissioner Kreidler 
said the consistency of disclosures among multiple companies is important because different disclosures among companies 
create consumer confusion. 
 
Ms. Cude said the NAIC should develop a process to develop future disclosures. Cate Paolino (American Insurance 
Association—AIA) said the development of the existing sample privacy clauses went through an extensive process and 
review by regulators and industries.  
 
Bonnie Burns (California Health Advocates) agreed that testing of disclosures is beneficial, but cautioned that some 
companies might use a disclosure as a defense, such as when consumers purchase complicated financial products. 
 
Commissioner Kreidler said the Working Group would continue its work to develop guidelines for disclosures. 
 
Having no further business, the Consumer Disclosures (D) Working Group adjourned. 
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Market Conduct Examination Standards (D) Working Group 
Conference Call 

September 16, 2010 
 
The Market Conduct Examination Standards (D) Working Group of the Market Regulation and Consumer Affairs (D) 
Committee met via conference call Sept. 16, 2010. The following Working Group members participated: Bruce Ramge, 
Chair (NE); Barb Szumowski (FL); Mark Ossi (GA); Lori Cunningham (KY); Ron Musser (LA); Nancy Grodin (MD); Kerry 
Banks (MN); Jim Mealer (MO); Tracy Miller Biehn (NC); G. Kent Dover, Jr. and Keith Nyhan (NH); Dan Atkisson (OH); 
Mark Hooker (WV); and Jo LeDuc (WI). 
 
1. Review and Discuss Draft Chapter 19—Conducting the Life and Annuity Examination 
 
Mr. Ramge said a draft Chapter 19 was forwarded to the Working Group, interested regulators and interested parties July 8. 
He said the examination standards and procedures were revised to include recently adopted revisions to the Suitability in 
Annuity Transactions Model Regulation (#275). He said the Working Group’s goal during the call was to review and discuss 
the draft, as well as comments received. Mr. Ramge said that since the revisions to Chapter 19 are substantial, the comment 
period on the draft would be extended until Oct. 12.  
 
Mr. Ramge said comments dated Sept. 1 had been received from Insurance Marketplace Standards Association (IMSA), 
which replaced IMSA’s Aug. 23 comments. He said Jim Mumford (IA) had submitted comments regarding technical aspects 
of the Aug. 23 comments, which had been corrected in IMSA’s Sept. 1 comments. Don Walters (IMSA) said the purpose of 
the IMSA comments, which are in “Frequently Asked Question” format, is to receive feedback from regulators regarding the 
practical implementation of the key provisions of the Suitability in Annuity Transactions Model Regulation (#275). Mr. 
Walters said the FAQs arose out of discussions occurring at the June 2010 AARP/IMSA Annuity Summit in Washington, 
DC. He said IMSA submitted the FAQs to enable the Working Group to arrive at a consensus regarding key provisions and 
the intent of the individuals/entities who drafted Model #275, and to achieve overall consistency and compliance with the 
provisions of the Model. 
 
Mr. Mealer said he had concerns about IMSA’s comments regarding Section 6H of the Model, which addresses the 
supervision of Financial Industry Regulatory Authority (FINRA) “safe harbor” transactions. Mr. Mealer said FINRA does 
not receive transactional information that occurs after the sale of an annuity, and therefore an examiner should not assume 
that FINRA has reviewed transactions that may involve the replacement of a variable product to a fixed product or a fixed 
product to a variable product. Mr. Mealer said he would not recommend granting the “safe harbor” provisions in that type of 
situation. 
 
Mr. Mumford said the issues of supervision and monitoring are separate and distinct; the “safe harbor” provision pertains to 
supervision, which occurs in the suitability process and suitability review at the time of initial sale, and the issue of 
monitoring occurs after the sale. Mr. Mumford said that in compliance with the provisions of the Model, insurance 
companies are responsible for having a system in place of monitoring broker-dealers to determine whether they are 
establishing trends that the company does not agree with.  
 
Mr. Ramge asked whether states know how to coordinate evaluations of compliance with FINRA examination activities to 
avoid possible duplication. Mr. Mumford said FINRA has offered to make their Central Registration Depository (CRD) and 
some producer information available to insurance departments. He said he would forward contact information to Mr. Ramge 
for dissemination to the Working Group with regard to this issue. 
 
Mr. Walters said in regard to secondary review provisions in Section 6F(1)(d) of the Model, in the event a particular 
transaction is subject to the “safe harbor” provisions, IMSA proposes that the insurer would not be required to conduct a 
secondary review of the transaction, because the transaction would have already been reviewed by a principal of the broker-
dealer. Mr. Walters said IMSA suggests that insurers employ sampling procedures as a means to confirm suitability 
information after issuance or delivery of an annuity, and to identify transactions that require a secondary review. 
 
Mr. Mumford said examiners should focus not on whether a sale is suitable or not, but rather review the regulated entity’s 
procedural requirements to see if there is a suitability monitoring system in place that follows the provisions of the Model; 
that provides information regarding suitability requirements, applies it against the product being sold and that has a review 
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process. Mr. Mumford said if an individual sale, upon examination, does not look suitable, the examiner should look for other 
sales that are unsuitable to determine if a trend is occurring. Mr. Ramge said multiple sales that are identified during the 
examination process as clearly not suitable would mean that the monitoring system in place has failed, and needs to be 
modified.  
 
Mr. Nyhan said revisions to draft Chapter 19 provide the Working Group with an opportunity to create acceptable standards 
for suitability monitoring systems. Mr. Mumford said examiners need to focus on the suitability monitoring system, and then 
proceed to the individual transactional level to see whether the monitoring system is working. Mr. Mumford said he would 
work with Mr. Nyhan to submit draft language to the Working Group to elaborate upon the examination methodology to be 
utilized.  
 
Mr. Ramge said the American Council of Life Insurers (ACLI) indicated that they would be submitting comments on 
product-specific training in Section 6F(1)(c) and Section 7A of the Model. 
 
Mr. Walters said that given the onset of technology-driven types of training, there are various methods in which an insurer 
can provide product-specific training to satisfy the provisions outlined in the Model—for example, a producer can go through 
a series of computer screens and check each screen to attest that they have read and understood the material. Mr. Mealer said 
clicking and acknowledging that a producer has read training material is not the kind of product-specific annuity training that 
Missouri is looking for. He said Missouri would instead look at the end result to see if the producer has the knowledge they 
need to sell a certain type of product.  
 
Mr. Nyhan said the language of the last sentence of Section 7A of the Model is unclear and that the Working Group should 
provide guidance regarding “an insurance producer may rely on insurer-provided product-specific training standards and 
materials to comply with this subsection.” 
 
John Piller (Genworth Financial) said regulators need to provide guidance regarding Section 7A. He said the section 
regarding general continuing education is the only section of the Model that has a formal verification process built into the 
language. He said it would be difficult to verify that an insurance producer has adequate knowledge of a product. Mr. Piller 
said one method of verification would be to require a producer to check an attestation affixed to the application form for a 
product to acknowledge that he/she has been provided with product-specific training materials, and based upon his/her 
review, the producer has adequate knowledge of the product. 
 
Mr. Walters said that with regard to state-specific general annuity training provisions in Section 7B of the Model, guidance is 
needed regarding how state insurance departments can record and provide information so that insurers can easily verify that 
their producers have completed state-specific general annuity training requirements. He said perhaps state insurance 
departments could provide this information on their websites, or NIPR could record and provide this type of information. He 
said there needs to be an easy method for insurers to verify that a producer has fulfilled state-specific general annuity training 
requirements. 
 
Mr. Walters asked if there would be reciprocity between states with substantially similar requirements, so that producers do 
not have to complete their continuing education requirement in every state. Mr. Ramge suggested that the Working Group 
check with Anne Marie Narcini (NJ) to see if that is the case. 
 
Mr. Mumford said the “safe harbor” provision in the Model does not apply to training. He said insurance companies have to 
do what they feel comfortable with to ensure that their producers have received adequate training, and if a third party is 
performing the training, companies need to monitor third parties adequately to see if training is sufficient. He said it would be 
difficult to develop a uniform standard for adequate training for all possible products. Mr. Mealer said regulators may 
therefore not be able to be as specific as the industry wants regulators to be.  
 
Mr. Mealer said that since producers may take the path of least resistance, product-specific training needs to be substantive. 
He said Missouri would test for this during a market conduct examination by inquiring about the producer’s product 
knowledge. He said that in Missouri, examiners can mine complaints to single out a subset of complaints regarding producer 
misrepresentations. He encouraged insurance companies to develop training appropriate for the products being delivered. 
 
Mr. Piller questioned the language in Marketing and Sales Standard 10, which refers to Section F(1)(a) of the Model and 
asked whether the insurer’s product-specific training is to focus on products or on the provisions of the Model. Mr. Nyhan 
said product-specific training should focus on product-specific knowledge. 
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Mr. Mumford said he had asked Commissioner Susan Voss (IA), a member of the NIPR Board of Directors, to request that 
the NIPR be modified to reflect when general annuity training has been provided to producers. 
 
Mr. Walters said the Model does not contain a provision regarding a time frame to address how often an insurer must monitor 
the activities of a third-party distributor. He said IMSA suggests that an insurer may choose to conduct an audit of their third-
party distributors to identify the nature and scope of potential harm, as appropriate.  
 
Mr. Nyhan said that by the end of 2010, the Working Group should provide, at a minimum, overall guidance in the Market 
Regulation Handbook regarding insurer annuity suitability supervision and monitoring—to enable examiners to review the 
general issues of: 1) what an insurer knew; 2) when an insurer knew it; and 3) what an insurer did about it. Mr. Ramge said 
the Working Group can adopt a draft containing overall guidance by the end of 2010, and can reopen the chapter for review, 
discussion and additional revisions in 2011, if necessary. 
 
Kim O’Brien (National Association for Fixed Annuities—NAFA) said NAFA would be submitting comments on draft 
Chapter 19. Mr. Piller said Genworth Financial would submit comments on the draft chapter either directly or through the 
ACLI. 
 
2. Review and Discuss Draft Chapter 22—Conducting the Long-Term Care Examination 
 
Mr. Ramge said a draft of Chapter 22—Conducting the Long-Term Care Examination had been circulated to Working Group 
members, interested regulators and interested parties on July 20. He said the chapter was revised with regard to updates to the 
Long-Term Care Model Act (#640) and the Long-Term Care Model Regulation (#641). He said ACLI/AHIP had submitted 
comments dated Aug. 24 regarding the chapter. He said the Sept. 1 comments due date for the draft would be extended to 
Oct. 12. Mr. Ramge requested that the Working Group and interested parties develop specific questions and be prepared to 
discuss Chapter 22 in more detail on the next Working Group call. 
 
3. Any Other Matters Brought Before the Working Group 
 
Mr. Ramge said a draft of Chapter 18—Conducting the Title Insurance Company and Title Insurance Agent Examination was 
circulated Sept. 1. He said the chapter had been updated to include Real Estate Settlement Procedures Act—RESPA changes. 
He said the comments due date on the title chapter is Oct. 15, and discussion on the draft chapter would occur at the next 
scheduled conference call. Ella Gower (American Land Title Association—ALTA) and Ron Blitenthal (Old Republic 
Insurance Company) said they would be submitting comments on the chapter. 
 
Mr. Ramge said the next Working Group conference call would be Oct. 27. He said NAIC staff will circulate a notice 
regarding the time and the agenda for the call. 
 
Having no further business, the Market Conduct Examination Standards (D) Working Group adjourned. 
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Retained Asset Accounts (A/D) Working Group 
Orlando, FL 

October 18, 2010 
 
The Retained Asset Accounts (A/D) Working Group of the Life Insurance and Annuities (A) Committee and the Market 
Regulation and Consumer Affairs (D) Committee met in Orlando, FL, Oct. 18, 2010. The following Working Group 
members participated: Thomas R. Sullivan, Co-Chair (CT); Roger A. Sevigny, Co-Chair (NH); Susan E. Voss represented by 
Jim Mumford (IA); Michael T. McRaith (IL); Sharon P. Clark (KY); Mila Kofman (ME); John M. Huff (MO); Thomas B. 
Considine (NJ); Mary Jo Hudson (OH); Mike Kreidler represented by Leslie Krier (WA); Sean Dilweg (WI); and Jane L. 
Cline represented by Mark Hooker (WV). Also participating were: Bob Wake (ME); and Keith Nyhan (NH). 
 
1. Adopt Interim Conference Call Minutes 
 
Director Huff made a motion to adopt the interim conference call minutes of Aug. 27 and Oct. 6. Superintendent Kofman 
seconded the motion. There was no additional discussion and the minutes were unanimously adopted (Attachment Six-A and 
Attachment Six-B). 
 
2. Review Preliminary Findings 
 
Commissioner Sevigny reported that the Working Group sent a survey to the top 20 writers of life insurance, the top three 
fraternal insurers and a random sample of mid-size and small-size life insurers to obtain additional information regarding 
company practices with respect to the use of retained asset accounts (RAAs). The survey requested the voluntary submission 
of several items, including disclosure forms, claims forms, insurance policy language and supplemental contracts used for life 
insurance policies. Commissioner Sevigny said the submitted disclosure forms and claim forms were reviewed by a subgroup 
of the Working Group against the best practices set forth in the NAIC’s Retained Asset Accounts Sample Bulletin, which the 
NAIC membership adopted in 1993. Upon the request of Commissioner Sevigny, Mr. Nyhan reviewed the preliminary 
findings of the subgroup (Attachment Six-C). 
 
Commissioner Considine recommended that the Working Group enhance the existing NAIC sample bulletin by addressing 
the absence of FDIC coverage at the claims stage and the absence of guaranty fund coverage at the claims stage. Mr. Wake 
agreed with the suggested disclosures, but said he questioned the importance of clarifying the difference between a “draft” 
and a “check.” Brenda Cude (University of Georgia) agreed that the distinction between a draft and check is not important to 
the average consumer and that her informal questioning of financial professionals revealed many did not know the difference 
between a check and a draft. Mr. Wake suggested that the Working Group might want to review the amount of money held in 
RAAs that escheats to the states. Commissioner Sullivan said he is concerned with RAAs that have remained dormant for 
more than three years and the need for beneficiaries holding these RAAs to receive additional communications.  
 
Director McRaith said he is concerned with the use of the term “generally” in the preliminary findings document. 
Director McRaith said the use of this term does not allow enough specificity regarding the findings and questioned if 
company practices change by product and whether additional inquiry is needed to reach firmer conclusions. 
Commissioner Sullivan said the survey was not intended to make conclusions about specific companies. Mr. Nyhan said the 
term “generally” was used to reflect the trends identified in the review of disclosure forms. Ms. Cude agreed that the findings 
need to be more descriptive and definitive.  
 
Peter Kochenburger (University of Connecticut School of Law) said the distinction between a check and a draft is not critical. 
Mr. Kochenburger then requested that the Working Group publicly release the disclosures collected through the survey. 
Brendan Bridgeland (Center for Insurance Research) agreed that the disclosures should be released to the public to allow 
interested parties to provide additional input. Mr. Bridgeland also urged the Working Group to review how much money in 
RAAs escheats to the states. 
 
Daniel Schwarz (University of Minnesota School of Law) said the Working Group should review what type of default 
settlement option is established, because this impacts consumers’ decisions. Mr. Schwarz said the default option should not 
be an RAA. 
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3. Update on Work of NCOIL 
 
State Rep. Ralph Hudgens (R-GA) said NCOIL has proposed a new Beneficiaries’ Bill of Rights Model Act on RAAs and 
will consider the adoption of the model in November. State Rep. Brian Patrick Kennedy (D-RI) said the earlier version of the 
NCOIL draft, which included a requirement for a consumer to opt in to the use of RAAS and prohibited the use of RAAs, has 
been revised to delete these provisions. Rep. Kennedy said the NCOIL model now focuses on requiring strong disclosures. 
Rep. Kennedy said the NCOIL model requires the following key disclosures: 1) the recommendation to consult a tax, 
investment or other financial advisor regarding tax liability and investment options; 2) the initial interest rate, when and how 
interest rates may change and any dividends and other gains that may be paid or distributed to the account holder; 3) the 
custodian of the funds or assets of the account; 4) whether FDIC coverage exists and, if so, the coverage guaranteed by the 
FDIC; 5) the limitations, if any, on the numbers and amounts of withdrawals of funds from the account or investment, 
including any minimum or maximum benefit payment amounts; 6) the delays, if any, that the account holder may encounter 
in completing authorized transactions and the anticipated duration of such delays; 7) the services provided for a fee, including 
a list of the fees or the method of their calculation; 8) the nature and frequency of statements of account; 9) the payment of 
some or all of the proceeds of the death benefit may be by the delivery of checks, drafts or other instruments to access the 
available funds; 10) the entire proceeds are available to the account holder by the use of one such check, draft or other 
instrument; 11) the insurer or a related party may derive income, in addition to any fees charged on the account, from the 
total gains received on the investment of the balance of funds in the account; and 12) the telephone number, address and other 
contact information, including website address, to obtain additional information regarding the account. 
 
Commissioner Sullivan questioned the utility of a model over a bulletin because of state variations that would arise and the 
time it would take for the states to adopt a model act. Rep. Kennedy questioned whether the states would modify language of 
a sample bulletin and whether all of the states would issue a sample bulletin. Commissioner Sullivan said it would be easier 
and faster for the states to issue a bulletin than to adopt new legislation. In addition, Commissioner Sullivan said that, while 
only a handful of states have adopted the NAIC sample bulletin, most companies follow the guidelines of the bulletin. 
Commissioner Dilweg said any model act considered in Wisconsin would not occur until later next year. Rep. Kennedy said 
he believes the sample bulletin and model act are complementary to each other. A state may issue the bulletin, adopt the 
model act or both. 
 
Director McRaith questioned what fact-finding NCOIL did to identify problems and verify whether the suggested solutions 
would address factual problems in the marketplace. Susan Nolan (NCOIL) said NCOIL asked the industry to provide a 
summary of their practices.  
 
4. Discussion of Guaranty Fund Coverage 
 
Paul Graham (American Council of Life Insurers—ACLI) said he appreciates the fact-finding approach, but cautioned about 
the required disclosure of guaranty fund coverage. Mr. Graham said the guaranty fund coverage might vary by state, and the 
amount of recovery might vary, depending upon the factual circumstances. Mr. Graham said an explanation of how guaranty 
fund coverage works can be complicated, and suggested that the existence of guaranty fund coverage should not be 
referenced. Commissioner Sullivan said NAIC research and prior testimony from the National Organization of Life and 
Health Insurance Guaranty Associations (NOLHGA) clarified that RAAs are covered by guaranty fund coverage because 
RAAs are supplemental contracts. Commissioner Considine said FDIC coverage is similar to guaranty fund coverage, in that 
FDIC coverage provides a minimum of $250,000, but might provide more coverage depending on the circumstances. 
Commissioner Considine said a disclosure, similar to what the FDIC uses, could be used for the disclosure of guaranty fund 
coverage. For example, Commissioner Considine said the disclosure could read: “there is guaranty fund coverage to at least 
$250,000.” 
 
5. Discuss Next Steps 
 
Commissioner Considine made a motion that the subgroup modify the NAIC sample bulletin to 1) address items 1–5 as 
outlined in the preliminary findings under areas of possible improvement; and 2) require disclosure of the existence of FDIC 
and guaranty fund coverage at the claims stage. In addition, Commissioner Considine said the subgroup should include a 
recommendation that RAA disclosures should be filed with the insurance department. Director McRaith seconded the 
motion. Superintendent Kofman expressed concerns about the states’ ban on the disclosure of guaranty fund coverage and 
said any recommendation of the subgroup should be consistent with state law. Commissioner Considine said the ban on 
disclosure is at the time of sale and not at the time a claim is filed. Commissioner Considine and Director McRaith accepted 
Superintendent Kofman’s friendly amendment that the subgroup’s recommendation should be consistent with state law. 
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Director Hudson questioned which companies would be required to file and what criteria the states would apply in their 
review of such filings. Commissioner Considine said the criteria would be developed and the states would look to the 
Interstate Insurance Product Regulation Commission to provide the appropriate standard. Commissioner Sullivan suggested 
that the issue of filing disclosures should be taken up once the Working Group receives the subgroup’s recommendations. 
Commissioner Considine and Director McRaith accepted this suggestion as a friendly amendment to the motion. At the same 
time, Director McRaith said he wants to ensure that the bulletin also requires those practices that have generally been found 
to be appropriate company practices. Upon a request from Commissioner Sullivan about Illinois joining the subgroup, 
Director McRaith said Illinois would support the efforts of the subgroup. 
 
Based on the discussion, Commissioner Considine withdrew his motion and made a motion that the subgroup modify the 
NAIC’s sample bulletin consistent with the preliminary findings, including a review of whether additional disclosures are 
needed regarding the proceeds exceeding FDIC and guaranty fund coverage. Director McRaith seconded the motion. 
Director Hudson said that state insurance departments should consider company certification, rather than the filing of 
disclosures. Commissioner Considine said that a state with a filing requirement can always accept a certification. There was 
no additional discussion, and the motion was unanimously adopted. Mr. Nyhan reported that the subgroup would provide its 
recommendations to the Working Group in two weeks. 
 
Having no further business, the Retained Asset Accounts (A/D) Working Group adjourned. 
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Draft: 10/15/10 
 

Retained Asset Accounts (A/D) Working Group  
Conference Call 
August 27, 2010 

 
The Retained Asset Accounts (A/D) Working Group of the Life Insurance and Annuities (A) Committee and the Market 
Regulation and Consumer Affairs (D) Committee met by conference call Aug. 27, 2010. The following Working Group 
members participated: Roger A. Sevigny, Co-Chair (NH); Thomas R. Sullivan, Co-Chair (CT); Susan Voss represented by 
Jim Mumford (IA); Sharon Clark (KY); Mila Kofman (ME); Thomas B. Considine (NJ); Mary Jo Hudson represented by 
Dale Bruggeman (OH); Mike Kreidler (WA); Jane L. Cline represented by Mike Riley (WV); and Sean Dilweg represented 
by Eileen Mallow (WI). Also in attendance were: Ted Hamby (NC); and Joseph Torti, III (RI). 
 
1. Discuss Proposed Action Plan 
 
Commissioner Sevigny discussed the proposed Action Plan and asked for comments. Commissioner Clark suggested that, in 
the third item under the “Additional Information Needed” heading, the solicitation of supplemental contracts be limited to 
those that relate to retained asset accounts (RAAs). The suggestion was accepted by consensus.  
 
Superintendent Kofman suggested that the phrase at the end of the first item under the “Additional Information Needed” 
heading be amended as follows: “Obtain sample disclosures and claim forms used by insurance companies to determine if 
consumers are aware of settlement options as they relate to RAAs. The suggestion was accepted by consensus.” 
 
The Working Group discussed who decides which options would be available to beneficiaries. Commissioner Sullivan 
observed that buyers of group life policies generally select the settlement options available to beneficiaries.  
 
Superintendent Kofman said she wanted clarification from insurers regarding whether interest earned on an RAA issued 
under a group life policy would be credited to the beneficiary. Commissioner Considine said the interest was always credited 
to the beneficiary. Commissioner Clark agreed with Superintendent Kofman and the Working Group added the following 
language as an additional item under the “Additional Information Needed” heading: “Clarify whether interest payable on an 
RAA is always credited to the beneficiary on group life accounts.” 
 
Superintendent Kofman said recent news stories questioned how forgeries of RAA drafts are treated by insurers and 
contrasted their treatment with how banks treat check forgeries. She suggested an addition to the list of tasks to evaluate the 
differences with respect to forgeries. The Working Group added the following language as an additional item under the 
“Additional Information Needed” heading: “Determine who is responsible if a forged draft from an RAA account is 
presented and funded by the insurer.” 
 
Mr. Hamby said that a point not mentioned in the discussions is where the applicant or owner has predetermined what 
method of disbursement the beneficiaries are to be given upon death of the insured. He said if that were to occur, the 
beneficiary would not have any options other than the option selected by applicant or owner. He recommended the following 
language as an additional item under the “Additional Information Needed” heading: “Determine whether the use of RAAs 
conflicts with carrying out settlement agreements as previously directed by the policy owner.” The Working Group agreed to 
add the language. Commissioner Considine cautioned against a national position that locks in Mr. Hamby’s position. 
 
Commissioner Considine suggested that the best practices model bulletin should include disclosure of the presence of state 
guaranty fund coverage and the absence of FDIC coverage. He also recommended that the supplemental contracts related to 
RAAs be filed for approval with insurance departments. As a result of his suggestions, the Working Group added the 
following language to item #3 under the “Options Under Consideration” heading so that it now reads: “Develop a Uniform 
Disclosure Form for the use of RAAs that includes disclosure of the presence of guaranty fund coverage and the absence of 
FDIC coverage, unless the insurer deposits RAA proceeds in an FDIC-insured bank.” 
 
Commissioner Considine suggested a clarification to item #4 under the “Operations Under Consideration” heading. He was 
supportive of clarifying the possibility of increasing the guaranty fund limits for RAAs as follows: “Increase limits of 
guaranty fund coverage on RAAs, particularly when a solvent insurer issues an RAA and subsequently becomes insolvent so 
that the beneficiary receives 100% of the value of the RAA and credited interest.” The Working Group agreed with the 
recommendation. 
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Superintendent Torti recommended a change to item #6 under the “Additional Information Needed” heading. He suggested 
that the phrase “and other financial” be added between “liquidity” and “risks.” The Working Group agreed with the 
suggestion. 
 
2. Consider Motion to Adopt Proposed Action Plan 
 
Upon a motion by Commissioner Kreidler, and second by Superintendent Kofman, the Working Group, by an e-mail vote 
conducted after the conference call, adopted the proposed Action Plan as amended (Attachment Six-A1). 
 
3. Discuss Next Steps 
 
Commissioner Sevigny said NAIC staff could begin immediately to collect the additional information called for by the 
Action Plan. Commissioner Sullivan inquired how much information was needed for the Working Group to consider making 
some public policy decisions. He suggested that having an ironclad and complete data set was not necessary for sound public 
policy to be made. He said that an informal survey might be preferable to a data call to quickly respond to the public policy 
issues before the Working Group. Superintendent Kofman said she hoped that major market participants would be 
forthcoming with sufficient information to capture most of the market. Commissioner Kreidler agreed, noting that building a 
transparent data set containing sufficient information would encourage insurers to report others that are not complying with 
best practices. Commissioner Sevigny asked NAIC staff to develop a survey instrument. 
 
Having no further business, the Retained Asset Accounts (A/D) Working Group adjourned. 
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Retained Asset Account Working Group 
Action Plan 

September 1, 2010 
 
 

Charge of Working Group 
 
The Executive (EX) Committee directs the Life Insurance and Annuities (A) Committee and the Market 
Regulation and Consumer Affairs (D) Committee to establish a Joint Working Group to review the use of retained 
asset accounts (RAAs) by insurance companies and make recommendations as may be necessary, including 
whether there is appropriate consumer disclosure.  
 
Conclusions from Working Group Meeting of August 15 and August 27, 2010  
 
1. Funds held in RAAs by insurance companies are not FDIC insured. 
2. Pursuant to the NAIC Life and Health Insurance Guaranty Association Model Act, RAAs are considered 

supplemental contracts. The model act defines “supplemental contract” as a written agreement entered into for 
the distribution of proceeds under a life, health or annuity policy or contract. 

3. Beneficiaries have the option to withdraw all funds from a RAA at any time. 
4. RAAs provide a crediting rate to beneficiaries, which is generally higher than the interest rate provided 

through a checking account at a bank. 
5. Insurance companies earn a rate of return above the crediting rate paid to beneficiaries.  
6. Settlement options are provided to the policyowner or beneficiary. If a settlement option is not selected, a 

RAA often becomes the default settlement option. 
7. Courts have generally found that the existence of an RAA does not create a fiduciary duty for the insurer to 

the beneficiary; however, an insurer might create a fiduciary duty by contract. 
8. Insurance companies generally use the same disclosures in every state; however, the actual claim form may 

vary by state.  
 
Additional Information Needed 
 
1. Obtain sample disclosures and claim forms used by insurance companies as they relate to RAAs. 
2. Obtain policy language to determine if settlement options are included in policies and whether the use of 

RAAs is consistent with policy language. 
3. Obtain copies of supplemental contracts as they relate to RAAs to determine if the contracts appropriately 

protect policyholders and beneficiaries. 
4. Determine whether supplemental contracts should be filed with state insurance regulators for approval. 
5. Review provisions governing supplemental contracts in state guaranty fund laws to determine if further 

clarification is warranted. 
6. Evaluate liquidity and other financial risks created by RAAs to determine if additional regulatory action is 

appropriate.  
7. Determine who is responsible if a forged draft from an RAA account is presented to a bank or merchant. 
8. Clarify whether interest payable on an RAA is always credited to the beneficiary on group life accounts. 
9. Develop a chart comparing features of RAAs to banking alternatives. 
10. Determine whether the use of RAAs conflicts with carrying out settlement agreements as previously directed 

by the policyowner.  
 
Options Under Consideration 
 
1. Clarify ability of companies to provide consumers with information regarding RAA coverage under guaranty 

fund laws. 
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2. Develop policy statement on clear disclosure if an insurance company uses RAAs. 
3. Develop a Uniform Disclosure Form for the use of RAAs that includes disclosure of the presence of guaranty 

fund coverage and the absence of FDIC coverage, unless the insurer deposits RAA proceeds in an FDIC-
insured bank. 

4. Increase limits of guaranty fund coverage on RAAs, particularly when a solvent insurer issues an RAA and 
subsequently becomes insolvent so that the beneficiary receives 100% of the value of the RAA and credited 
interest. 

5. Update the NAIC’s Retained Asset Account Bulletin to reflect established policy direction. 
 
Timeline for Action Plan  
 
1. September 10, 2010: Distribute Survey to Insurance Companies 
2. September 22, 2010: Deadline for the Receipt of Survey Responses 
3. October 1, 2010: Conference Call to Discuss Compilation of Survey Responses 
4. October 18, 2010 (NAIC Fall National Meeting): Adopt Final Recommendations 
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Draft: 10/13/10 
 

Retained Asset Accounts (A/D) Working Group  
Conference Call 
October 6, 2010  

 
The Retained Asset Accounts (A/D) Working Group of the Life Insurance and Annuities (A) Committee and the Market 
Regulation and Consumer Affairs (D) Committee met by conference call Oct. 6, 2010. The following Working Group 
members participated: Roger A. Sevigny, Co-Chair (NH); Thomas R. Sullivan, Co-Chair (CT); Michael T. McRaith 
represented by Bob Wagner and Bruce Sartain (IL); Susan E. Voss (IA); Sharon P. Clark (KY); Mila Kofman represented by 
Bob Wake (ME); John M. Huff represented by David Hippen (MO); Thomas B. Considine (NJ); Mary Jo Hudson (OH); 
Mike Kreidler represented by Jim Tompkins and Doug Pennington (WA); Jane L. Cline represented by Mike Riley (WV); 
and Sean Dilweg represented by Sue Ezalarab (WI).  
 
1. Provide Background on Retained Asset Accounts Sample Bulletin (#573)  
 
Commissioner Sevigny said that the work of state insurance regulators from the mid-1990s provided a good start to the work 
occurring today. Commissioner Sevigny said the NAIC adopted a Retained Asset Accounts Sample Bulletin (#573) that 
outlines best practices for the states. Commissioner Sevigny said the regulators identified the following best practices.  
• The insurer should provide the beneficiary with a supplemental contract that clearly discloses the rights and obligations 

of the beneficiary and the insurer with respect to the benefit. 
• Literature describing the settlement options should clearly disclose that payment of the total proceeds is accomplished by 

delivery of a “checkbook,” if that is the case. It should be disclosed to the beneficiary that one check can be written to 
access the entire proceeds, and that the other options are preserved until the entire balance is withdrawn or the balance 
drops below the insurer’s minimum payment requirements. 

• The insurer should disclose whether the account is a checking or draft account and explain the account’s features. 
• If the retained asset account (RAA) is maintained by a bank or thrift, the disclosure document should include information 

about what banking services are provided to the account holder and by whom. 
• It should be clearly stated which services are provided at no charge and which services involve a fee. 
• The nature and frequency of statements should be disclosed. 
• The disclosure document should provide a phone number and address where the beneficiary can obtain additional 

information and answers to questions. 
• The disclosure information should indicate that there might be tax on the interest earned on the account, and the 

beneficiary should consult a tax advisor. 
• Literature describing the settlement options should clearly disclose what other options are available under the policy. 

Where appropriate, the interest rate being paid under those options should be disclosed. 
• The insurer should disclose the interest rate being paid under the RAA. The disclosure should include a description of 

how the interest rate is determined and how it is credited to the account. 
• The funds necessary to cover liabilities under these accounts shall be reported on the insurer’s annual financial statement 

as required by the Accounting Practices and Procedures Manual. 
 
Commissioner Sevigny said that, in the 1990s, the regulators discussed whether to insist on disclosures related to the 
availability of guaranty funds and the lack of FDIC coverage . At the time, regulators decided to not include either of these as 
best practices. 
 
2. Review Action Plan and Status of Work 
 
Commissioner Sevigny said the Working Group’s Action Plan contains eight conclusions reached during its Aug. 15 meeting 
during the NAIC Summer National Meeting and Aug. 27 conference call. Commissioner Sevigny said the Action Plan also 
identified 10 areas where additional information was needed. Commissioner said a survey was sent to a select sample of 
insures to gain further insight into the use of RAAs and related disclosures by insurers. The survey (Attachment Six-B2) 
addresses “additional information items” #1, #2, #3, #7, #8 and #10 of the Action Plan. Commissioner Sevigny said item #4 
under “additional information needed” calls for a public policy discussion regarding whether supplemental contracts should 
be filed with state insurance regulators for approval. Commissioner Sevigny said NAIC Legal Division staff has begun its 
review of provisions governing supplemental contracts in state guaranty fund laws to determine if further clarification is 
warranted. Financial regulators and NAIC financial staff are working on item #6, which involves evaluating liquidity and 
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other financial risks created by RAAs to determine if additional regulatory action is appropriate. Commissioner Sevigny said 
preliminary work is being completed on item #9 under “additional information items” to compare features of RAAs to 
banking alternatives.  
 
3. Summary of Preliminary Findings  
 
Commissioner Sevigny said a subgroup consisting of Connecticut, New Hampshire, Iowa and Ohio has been appointed to 
facilitate the review of the survey responses with NAIC staff. While Commissioner Sevigny said the survey compilation 
work is incomplete at this time, he provided the following preliminary findings:  
 
• The settlement options of RAAs are generally not included in policy language. This is why RAAs have already been 

referenced as supplemental contracts. (Addresses item #2 of the Action Plan.) 
• Policyholders and beneficiaries are appropriately protected by supplemental contracts as they relate to RAAs. Current 

research indicates all but two states include supplemental contracts in the coverage section of the state’s guaranty fund 
law. Commissioner Sevigny said the necessity of these supplemental contracts being filed with state insurance regulators 
for approval is still a public policy discussion and decision that regulators collectively must make at the appropriate time.  
(Addresses item #3 and item #4 of the Action Plan.) 

• Regarding what party is responsible for a forged draft from an RAA, the survey results reflect many companies would 
voluntarily assume responsibility to ensure the beneficiary is protected. Other companies have indicated that this is going 
to be fact-specific and governed by the Uniform Commercial Code governing negotiable instruments (Addresses item #7 
of the Action Plan.) 

• Companies using RAAs have indicated that interest payable on an RAA is always credited to the beneficiary on group 
life accounts. For individual life insurance, most companies use RAAs as the default option if no settlement option is 
made. Some companies further clarified that this default option is only used if the settlement exceeds a certain amount, 
such $5,000. These practices are also used for group life insurance. (Addresses item #8 of the Action Plan.) 

 
Commissioner Sullivan said the testimony of Peter Gallanis (National Organization of Life and Health Insurance Guaranty 
Associations—NOLHGA) during the Summer National Meeting also indicated that NOLGHA concluded they are required to 
cover RAAs. Commissioner Sullivan said NOLGHA’s conclusion is based upon its interpretation and state adoption of the 
NAIC’s Life and Health Insurance Guaranty Association Model Act (#520), which is part of the NAIC’s Financial 
Regulation and Accreditation Standards program.  
 
In response to Commissioner Voss’ question about company responses to the survey, Tim Mullen (NAIC) said 31 companies 
have responded. Commissioner Sevigny said the survey was sent to companies that write 70% of the life insurance in the 
United States and that the Working Group is trying to obtain a representative sample of the market. 
 
4. Options and Recommendations for Work Product  
 
Commissioner Servigny said the following options, as outlined in the Action Plan, remain under consideration. 
 
• Clarify the ability of companies to provide consumers with information regarding RAA coverage under guaranty fund 

laws. 
• Develop a policy statement on clear disclosure if an insurance company uses RAAs. 
• Develop a uniform disclosure form for the use of RAAs that includes disclosure of the presence of guaranty fund 

coverage and the absence of FDIC coverage, unless the insurer deposits RAA proceeds in an FDIC-insured bank. 
• Increase limits of guaranty fund coverage on RAAs, particularly when a solvent insurer issues an RAA and subsequently 

becomes insolvent, so that the beneficiary receives 100% of the value of the RAA and credited interest. 
• Update the NAIC’s Retained Asset Account Bulletin to reflect established policy direction. 
 
Commissioner Sevigny said he would like to have a draft of one or all three of the following documents for the Working 
Group’s review during the Fall National Meeting: 1) policy statement on clear disclosures; 2) uniform disclosure form; 
and/or 3) updated NAIC Retained Asset Account Bulletin. Commissioner Sevigny then asked for comments and suggestions 
from the Working Group members and all interested parties.  
 
Director Hudson said she supports the three suggestions. She said any disclosure or policy statement should not suggest the 
absence of FDIC coverage is problematic and should recognize the protections afforded by state guaranty funds. 
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Brendan Bridgeland (Center for Insurance Research) said he does not want the Working Group to reach conclusions prior to 
the review and analysis of survey responses. Commissioner Sevigny said the Working Group would not do this and is still 
collecting data. Mr. Bridgeland also asked if the Working Group will review the issue of dormant RAAs, in which the 
beneficiary has not written checks. Commissioner Sevigny said the Working Group will address this issue. Finally, 
Mr. Bridgeland asked for additional coordination with the Financial Condition (E) Committee and suggested the Working 
Group discuss the funds of RAAs going to the states’ abandoned property funds.  
 
Having no further business, the Retained Asset Accounts (A/D) Working Group adjourned. 
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DATE:  September 10, 2010 
 
TO:  Insurers Writing Individual or Group Life Insurance 
 
FROM: Roger Sevigny (NH) and Tom Sullivan (CT), Co-Chairs 

The NAIC Retained Asset Accounts Working Group 
 
RE:  Industry Practices for Retained Asset Account for Life Insurance Policies 
 
 
A recent series of news articles has called into question insurers’ use of retained asset accounts as a settlement 
option for life insurance beneficiaries. As a result, insurance regulators need timely information to address some 
of the criticisms raised and to determine what, if any, regulatory action is needed. The purpose of this 
communication is to request the timely submission of the attached questionnaire by your company(ies) to provide 
the information base needed to inform sound public policy decisions. 
 
During the NAIC Summer National Meeting in August, the NAIC Executive Committee directed the Life 
Insurance and Annuities (A) Committee and the Market Regulation and Consumer Affairs (D) Committee to 
establish a Joint Working Group to review the use of retained asset accounts (RAAs) by insurance companies and 
make recommendations as may be necessary, including whether there is appropriate consumer disclosure. The 
Working Group held its first meeting August 15 to obtain further information regarding the use of RAAs and held 
a conference call on August 27 to discuss its future Action Plan.  
 
To achieve the goals of the Action Plan, the Working Group requests the voluntary submission of several items, 
including disclosure forms, claims forms, insurance policy language and supplemental contracts used for life 
insurance policies. The information requested is not believed to be proprietary or confidential in nature and will 
be used for informational purposes. The Working Group intends to review the disclosures and other information 
used by insurers to determine what recommendations the Working Group would make to the NAIC Executive 
Committee. 
 
Your cooperation with the voluntary submission of public data is appreciated. 
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CONTACT INFORMATION: 
 
Insurer Group:  
Your Name:  
Title:  
E-Mail:  
Telephone:  
 
QUESTIONS: 
 
1. Do one or more of the companies within the group write individual life insurance policies?  
2. Do one or more of the companies within the group write group life insurance policies?  
3. What was the aggregate amount of funds held in RAAs at year-end 2007? $ 
4. What was the aggregate amount of funds held in RAAs at year-end 2008? $ 
5. What was the aggregate amount of funds held in RAAs at year-end 2009? $ 
6. Who is responsible if a forged draft from an RAA account is presented to a financial 

institution? 
 

7. On a group life account, is interest payable on an RAA always credited to the beneficiary?  
8. Do your companies use an RAA as a default option for individual policies if no selection is 

made by the beneficiary? 
 

9. Do your companies use an RAA as a default option for group policies if no selection is 
made by the beneficiary? 

 

10. Do you allow a group policyholder to select an RAA as the only settlement option for 
beneficiaries? 

 

 
INFORMATION REQUEST: 
 
Please provide the following information to supplement the questions listed above: 
 
1. One representative sample copy of a disclosure form related to the use of RAAs to settle a life insurance 

claim. 
2. One representative sample copy of a claim form where a beneficiary may select an RAA as a settlement 

option. 
3. One representative sample copy of a claim form where a beneficiary must accept an RAA as the only 

settlement option. 
4. One representative sample copy of policy language where an RAA is used as a settlement option. 
5. One representative sample copy of policy language where an RAA is the only settlement option. 
6. One representative sample copy of a supplemental contract as it relates to RAAs. 
 
For each representative sample copy provided, clearly indicate what question the sample copy is addressing. Each 
sample copy should be clearly marked with the appropriate group and company names and the time period of use. 
To the extent this information varies by individual or group policies, please provide one representative sample for 
each. 
 
To ensure the Working Group may proceed in a timely manner, please submit all public information by 
5:00 p.m. Central Time, Wednesday, September 22, 2010. All information should be submitted in an 
electronic format to Tim Mullen, NAIC Director of Market Regulation, at tmullen@naic.org. 
 
If you have any questions, please submit these in an electronic format to Tim Mullen for the creation of a 
Frequently Asked Questions Document. You may also reach Mr. Mullen by telephone at 816-783-8260. 
 
Thank you for your cooperation. 
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NAIC Memorandum 
 
DATE:  October 15, 2010 
 
TO:  Retained Asset Accounts Working Group 
 
FROM: Retained Asset Accounts Subgroup - Keith Nyhan (NH), Mark Franklin (CT), Jim Mumford (IA), 

Lynette Baker (OH) 
 
RE:   Preliminary Findings on Retained Asset Accounts 
 

 
On Sept. 10, 2010, the Retained Asset Accounts Working Group sent a survey to the top 20 writers of life 
insurance, the top 3 fraternal insurers, and a random sample of mid- and small-sized life insurers to obtain 
additional information regarding company practices with respect to the use of retained asset accounts (RAAs). 
The survey requested the voluntary submission of several items including: disclosure forms, claims forms, 
insurance policy language and supplemental contracts used for life insurance policies. As of October 15, 2010, 30 
company responses have been received. Of these 30 companies, 13 do not use RAAs. 
 
The submitted disclosure forms and claim forms from 13 companies were reviewed against the best practices set 
forth in the NAIC’s Retained Asset Accounts Sample Bulletin, which the NAIC Membership adopted in 1993. 
(Appendix A) Preliminary findings reflect areas in which company practices appear appropriate and areas where 
possible improvements could be made. 
 
Areas of Appropriate Practice 
 
1. Companies generally disclose that one check or draft can be written for the full amount of the proceeds. 
2. Companies generally disclose the beneficiary will be paid interest on the funds in the RAA. 
3. Companies generally disclose the beneficiary may owe taxes on the interest earned. 
4. Companies generally disclose the nature and frequency of statements.  
5. Companies generally disclose RAA fees, if applicable. 
6. Companies generally provide a phone number and address where the beneficiary can obtain additional 

information. 
7. Companies generally disclose that a draft account (vs. a checking account) is used to access the RAA.  

However, most companies continue to refer to “checks” and “checkbooks.” 
 
Areas of Possible Improvement 
 
1. Companies generally portray RAAs as “checkbooks” rather than draft accounts leading to possible confusion 

for consumers. 
2. Companies do not always indicate where the proceeds are kept; either transferred to a bank or kept in the 

company’s general account. 
3. While companies indicate interest will be earned, companies generally do not provide the interest rate to be 

earned in the initial disclosure form. 
4. Companies do not always clarify whether the funds are FDIC insured. 
5. Companies do not reference the protection of Guaranty Fund Coverage, when applicable. 
6. The disclosure forms vary widely in length from insurer to insurer. 
7. Additional disclosure may be needed regarding the proceeds exceeding FDIC and Guaranty Fund Coverage. 
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Additional Findings of Survey 
 

1. Many companies would voluntarily assume responsibility to ensure the beneficiary is protected in the event of 
a forged draft. Other companies have indicated this is going to be fact-specific and governed by the Uniform 
Commercial Code governing negotiable instruments.  

2. Companies using RAAs have indicated that interest payable on an RAA is always credited to the beneficiary 
on group life accounts.  

3. For individual life insurance, most companies use RAAs as the default option if no settlement option is made. 
Some companies further clarified this default option is only used if the settlement exceeds a certain amount, 
such $5,000. These practices are also used for group life insurance. 

4. Most companies accrue interest daily, but only post monthly, thereby reducing amounts payable to consumers 
on full liquidation.    

 
Additional Key Policy Discussion Point 
 
Should RAA supplemental contracts be filed with state insurance regulators for approval? 
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Appendix A 
 

RETAINED ASSET ACCOUNTS 
SAMPLE BULLETIN 

 
TO: All Life Insurers Licensed to Write Business in [State] 
 
FROM: [Commissioner, Director, Superintendent] 
 
DATE: [Insert Date] 
 
RE: Retained Asset Accounts 
 
The purpose of this bulletin is to set forth the procedures this department expects to see in place in 
regard to the settlement of life insurance proceeds through the mechanism known by the term “retained 
asset accounts.”  These accounts are designed to be a temporary repository of funds while the 
beneficiary considers the available options.  While the majority of insurers handle these accounts in an 
appropriate manner, the potential for misunderstanding is present.  In market conduct examinations and 
handling of complaints these are the procedures the department will expect to find in place: 
 
A. Supplemental Contract 
 
If the insurer offers the beneficiary settlement options other than immediate cash payment of the full 
benefit amount, the insurer should provide the beneficiary with a supplemental contract that clearly 
discloses the rights and obligations of both the beneficiary and the insurer with respect to the benefit. 
 
B. Disclosure 
 

(1) The “Checkbook” 
 
Literature describing the settlement options should clearly disclose that payment of the total 
proceeds is accomplished by delivery of a “checkbook,” if that is the case.  It should be disclosed 
to the beneficiary that one check can be written to access the entire proceeds, and that the other 
options are preserved until the entire balance is withdrawn or the balance drops below the 
insurer’s minimum payment requirements.   

 
Drafting Note:  In some states payment is not considered made until actual physical receipt of the proceeds.  The above 
paragraph should be changed as required by state law. 
 

(2) The Account 
 
The insurer should disclose whether the account is a checking or draft account and explain the 
account’s features.  The disclosure document should include information about what banking 
services are provided to the account holder and by whom.  It should be clearly stated which 
services are provided at no charge, and which services involve a fee.  The nature and frequency 
of statements should be disclosed.  The disclosure document should also provide a phone number 
and address where the beneficiary can obtain additional information and answers to questions. 
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(3) Tax Implications 
 
The disclosure information should indicate that there may be tax on the interest earned on the 
account, and the beneficiary should consult his or her tax advisor. 
 
 (4) Other Options 
 
Literature describing the settlement options should clearly disclose what other options are 
available under the policy.  Where appropriate, the interest rate being paid under those options 
should also be disclosed. 
 

C. Interest 
 
The insurer should disclose the interest rate being paid under the retained asset account.  The disclosure 
should include a description of how the interest rate is determined and how it is credited to the account. 
 
D. Accounting 
 
The funds necessary to cover liabilities under these accounts shall be reported on the annual statement as 
required by the Accounting Practices and Procedures Manual of the National Association of Insurance 
Commissioners. 
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