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PROJECT HISTORY - 2006 
 

UNAUTHORIZED TRANSACTION OF INSURANCE CRIMINAL MODEL ACT (#890) 
 
1. 
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2) The definition of “Represent or aid” was added to the model to have the meaning provided from a 
state’s applicable Insurance Code definition.  

 
3) State Department of Insurance shall preempt local regulation of insurance.  Interested parties 

wanted to make sure that the preemption was for local and not federal regulation and that 
jurisdiction was defined. 

 
4) The non-admitted or surplus lines insurers wanted explicit language in the context of the model to 

give specific recognition for surplus lines transaction or exemption from sanctions.  The working 
group decided to address the issue with a drafting note. 

 
5) Industry wanted a “knowingly” standard in Section 4 and the working group agreed on “knowingly 

acted as or reasonably should have known”.  
 

6) Industry urged the working group to create a new section to provide producers a “safe harbor” from 
prosecution if they receive verification from the state department of insurance that an entity was 
authorized. The working group expressed concern about producers claiming they contacted the 
state department of insurance without a way to verify or refute these claims. The working group 
wanted to maintain the responsibility for producers to conduct their own due diligence on the 
companies and products they wish to sell. The working group felt that inadvertent acts would not 
equate to knowingly or intentional acts. Because of this, the working group decided a producer 
could argue in a court about theAny Other Important Information (e.g., amending an accreditation standard).

 
Congress and the General Accounting Office (GAO) have expressed interest in unauthorized activity by licensed 
and unlicensed producers taking advantage of unsuspecting consumers. Many states have enacted legislation 
criminalizing the sale and marketing of unauthorized products.    
 
 


