THE NATIONAL CONFERENCE OF INSURANCE LEGISLATORS
Resolution in Support of Flex-Rating as an Interim Step toward 

Rate Regulation Based More on Open Competition

Adopted by the NCOIL Executive Committee on November 21, 2003.
WHEREAS, the McCarran-Ferguson Act of 1945 granted states the authority to regulate insurance products, including property-casualty insurance rates; and

WHEREAS, over the years the states have established various systems for regulating those rates, including enactment of prior-approval approaches that some say may stifle competition, hamper speed-to-market, and ultimately offer consumers fewer protections than systems based more on open competition; and
WHEREAS, Congress has repeatedly pressed the states to take swift action to streamline rate approval for property-casualty insurance products as part of an effective financial modernization agenda, or face the threat of an optional federal charter that could endanger the $10 billion in premium taxes states receive each year; and
WHEREAS, Congress has pointed favorably to the Illinois regulatory system that for over 30 years has offered consumers a strong, competitive insurance marketplace with low rates and ample capacity, and to flex-rating approaches in states such as South Carolina and Louisiana; and

WHEREAS, the National Conference of Insurance Legislators (NCOIL) Property/ Casualty Insurance Modernization Act promotes a rate-regulatory approach based substantially on the Illinois system; and
WHEREAS, in states that currently enforce strict rate regulation, the direct move to a use-and-file system may be politically, legislatively, and/or technically difficult, prohibiting speed-to-market unless some interim step is adopted; 

NOW, THEREFORE, BE IT RESOLVED, that NCOIL supports flex-rating as an interim approach to enactment of an open competition–based system like that endorsed by the NCOIL Property/Casualty Insurance Modernization Act; and

BE IT FURTHER RESOLVED, that NCOIL will investigate ways, prior to the 2004 NCOIL Spring Meeting, to assist states interested in enacting flex-rating as a means to realizing more significant speed-to-market reforms; and

BE IT ALSO RESOLVED, that NCOIL will distribute this resolution to state legislative leadership interested in insurance public policy across the country.      
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