PROJECT HISTORY — 2004
MARKET CONDUCT SURVEILLANCE MODEL ACT (#693)
1. Project Description

The model act establishes a legislative framework for the implementation of structured market analysis, uniform
targeted examinations and interstate collaboration. More specifically, the purpose of the model act is to
accomplish the following: (1) establish a system for identifying, assessing and prioritizing market regulatory
problems that have a substantial adverse impact on consumers, policyholders and claimants; (2) set forth a
broader continuum of regulatory responses that a commissioner might take to substantiate market problems;
and (3) develop procedures to communicate and coordinate market regulatory actions among states to foster
the most efficient and effective use of resources.

The National Conference of Insurance Legislators (NCOIL) was heavily involved in the process since NCOIL
adopted the model act prior to the NAIC. Subsequent to NCOIL’s initial adoption of its model act in February of
2004, the NAIC provided additional comment. As a result of these comments, NCOIL modified its model act and
adopted a revised model act in July of 2004.

2. Group Responsible for Drafting Model and States Participating
The Market Conduct and Consumer Affairs (D) Committee was responsible for revising and providing comment
on the NCOIL model act. Once NCOIL considered the NAIC’'s comments, the model was provided to the NAIC

Executive Committee for adoption. The following states are members of the D Committee: Oregon (chair),
MM
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5. Significant Issues Raised

Some states expressed concern that the model act places restrictions on a state’s authority to conduct
regulatory investigations and examinations. Contrary to this opinion, is the opinion that the model act sets forth
a regulatory structure that will create greater uniformity and consistency of market regulation among the states.

Interested parties were concerned that specific references to NAIC products may permit the NAIC to change
market regulatory standards by changing its work products without going through the legislative process. The
three options of subsection 5D, which address a “material change” to a NAIC work product and opportunity for a
hearing address this issue.

There was significant discussion regarding the use of “budget” or “cost estimate” in subsection 6D(1)(h). The
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