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AN ACT

To amend chapter 374, RSMo, by adding thereto three new sections relating to the Interstate
Insurance Product Regulation Compact.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapter 374, RSMo, isamended by adding thereto three new sections, to be
known as sections 374.350, 374.351, and 374.352, to read as follows:

374.350. Sections 374.350 to 374.352 may be cited as the " Interstate Insurance
Product Regulation Compact” .

374.351. Thelnterstatel nsuranceProduct Regulation Compact isintended tohelp
States join together to establish an inter state compact to regulate designated insurance
products. Pursuant totermsand conditionsof thisAct, the State of Missouri seekstojoin
with other Statesand establish thelnter statel nsuranceProduct Regulation Compact, and
thus become a member of the I nter state I nsurance Product Regulation Commission. The
Director of the Department of | nsurance, Financial and Professional Regulation isher eby
designated to serve astherepresentative of this State to the Commission.

374.352. The State of Missouri ratifies, approves, and adopts the following
inter state compact:

ARTICLE I. PURPOSES

The purposes of this Compact are, through means of joint and cooper ative action

among the Compacting States:

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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1. To promote and protect the interest of consumers of individual and group
annuity, lifeinsurance, disability income and long-term car e insurance products;

2. To develop uniform standards for insurance products covered under the
Compact;

3. To establish a central clearinghouse to receive and provide prompt review of
insurance products covered under the Compact and, in certain cases, advertisements
related thereto, submitted by insurers authorized to do business in one or more
Compacting States;

4. To give appropriate regulatory approval to those product filings and
advertisements satisfying the applicable uniform standard;

5. To improve coordination of regulatory resources and expertise between state
insurancedepartmentsregar dingthesetting of uniform standardsand review of insurance
products covered under the Compact;

6. Tocreatethe Interstate Insurance Product Regulation Commission; and

7. Toperformtheseand such other related functionsasmay be consistent with the
stateregulation of the business of insurance.

ARTICLE II. DEFINITIONS

For purposes of this Compact:

1. "Advertisement” means any material designed to create public interest in a
Product, or induce the public to purchase, increase, modify, reinstate, borrow on,
surrender, replace or retain a policy, as more specifically defined in the Rules and
Operating Procedures of the Commission.

2. " Bylaws' mean those bylawsestablished by the Commission for itsgover nance,
or for directing or controlling the Commission's actions or conduct.

3. " Compacting State" meansany Statewhich hasenacted thisCompact legislation
and which has not withdrawn pursuant to Article X1V, Section 1, or been terminated
pursuant to Article X1V, Section 2.

4. "Commission” means the "Interstate Insurance Product Regulation
Commission" established by this Compact.

5. "Commissioner” means the chief insurance regulatory official of a State
including, but not limited to commissioner, superintendent, director or administrator.

6. "Domiciliary State" means the state in which an Insurer is incorporated or
organized; or, in the case of an alien Insurer, its state of entry.

7. "Insurer” meansany entity licensed by a Statetoissuecontractsof insurancefor
any of thelines of insurance covered by thisAct.
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8. "Member" meanstheper son chosen by aCompacting Stateasitsrepresentative
to the Commission, or hisor her designee.

9. "Non-compacting State" meansany Statewhich isnot at thetimea Compacting
State.

10. " Operating Procedures’ mean procedures promulgated by the Commission
implementing a Rule, Uniform Standard or a provision of this Compact.

11. "Product" meansthe form of a policy or contract, including any application,
endorsement, or related form which is attached to and made a part of the policy or
contract, and any evidence of coverage or certificate, for an individual or group annuity,
life insurance, disability income or long-term care insurance product that an Insurer is
authorized to issue.

12. "Rule" means a statement of general or particular applicability and future
effect promulgated by theCommission, includingaUniform Standar d developed pur suant
toArticleVIIl of thisCompact, designed toimplement, inter pret, or prescribelaw or policy
or describing the organization, procedure, or practice requirements of the Commission,
which shall have the force and effect of law in the Compacting States.

13. " State" meansany state, district or territory of the United States of America.

14. "Third-Party Filer" means an entity that submits a Product filing to the
Commission on behalf of an Insurer.

15. "Uniform Standard" means a standard adopted by the Commission for a
Product line, pursuant to Article VI of this Compact, and shall includeall of the Product
requirements in aggregate; provided, that each Uniform Standard shall be construed,
whether express or implied, to prohibit the use of any inconsistent, miseading or
ambiguous provisions in a Product and the form of the Product made available to the
public shall not be unfair, inequitable or against public policy as determined by the
Commission.

ARTICLE Ill. ESTABLISHMENT OF THE COMMISSION AND VENUE

1. TheCompacting Statesher eby createand establish ajoint public agency known
asthe" Inter statel nsuranceProduct Regulation Commission.” PursuanttoArticlelV,the
Commission will havethe power to develop Uniform Standardsfor Product lines, receive
and provideprompt review of Productsfiled therewith, and giveapproval tothoseProduct
filings satisfying applicable Uniform Standards,; provided, it is not intended for the
Commission to bethe exclusive entity for receipt and review of insurance product filings.
Nothing herein shall prohibit any Insurer from filing itsproduct in any Statewherein the
Insurer islicensed to conduct thebusinessof insurance; and any such filing shall besubject
to thelaws of the State wherefiled.
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2. The Commission isa body corporate and poalitic, and an instrumentality of the
Compacting States.

3. The Commission is solely responsible for its liabilities except as otherwise
specifically provided in this Compact.

4. Venueisproper and judicial proceedingsby or against the Commission shall be
brought solely and exclusively in a Court of competent jurisdiction where the principal
office of the Commission islocated.

ARTICLE IV. POWERSOF THE COMMISSION

The Commission shall have the following powers:

1. Topromulgate Rules, pursuant to Article VI of thisCompact, which shall have
theforceand effect of law and shall bebindingin the Compacting Statesto the extent and
in the manner provided in this Compact;

2. To exercise its rulemaking authority and establish reasonable Uniform
Standardsfor Products covered under the Compact, and Advertisement related ther eto,
which shall havethefor ceand effect of law and shall be bindingin the Compacting States,
but only for those Productsfiled with the Commission, provided, that a Compacting State
shall have theright to opt out of such Uniform Standard pursuant to Article VI, to the
extent and in the manner provided in this Compact, and, provided further, that any
Uniform Standard established by the Commission for long-term car einsurance products
may providethe sameor greater protectionsfor consumers as, but shall not provide less
than, those protectionsset forth in the National Association of I nsurance Commissioners
Long-Term CarelnsuranceModel Act and Long-Term CarelnsuranceM odel Regulation,
respectively, adopted asof 2001. The Commission shall consider whether any subsequent
amendments to the NAIC Long-Term Care Insurance Model Act or Long-Term Care
Insurance Model Regulation adopted by the NAIC require amending of the Uniform
Standar ds established by the Commission for long-term careinsurance products,

3. To receive and review in an expeditious manner Products filed with the
Commission, and ratefilingsfor disability incomeand long-term car einsurance Products,
and give approval of those Products and rate filings that satisfy the applicable Uniform
Standard, wheresuch approval shall havethefor ceand effect of law and bebindingon the
Compacting Statesto the extent and in the manner provided in the Compact;

4. Toreceiveand review in an expeditiousmanner Advertisement relatingtolong-
term care insurance products for which Uniform Standards have been adopted by the
Commission, and giveapproval to all Advertisement that satisfiesthe applicable Uniform
Standard. For any product covered under this Compact, other than long-term care
insurance products, the Commission shall have the authority to require an insurer to
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submit all or any part of its Advertisement with respect to that product for review or
approval prior touse, if the Commission deter minesthat the natur e of the product issuch
that an Advertisement of the product could have the capacity or tendency to mislead the
public. The actions of Commission as provided in this section shall have the force and
effect of law and shall bebindingin the Compacting Statestothe extent and in themanner
provided in the Compact;

5. Toexerciseitsrulemakingauthority and designate Productsand Advertisement
that may be subject to a self-certification process without the need for prior approval by
the Commission.

6. Topromulgate Operating Procedures, pursuant to Article VI of thisCompact,
which shall bebindingin the Compacting Statesto the extent and in themanner provided
in this Compact;

7. To bring and prosecute legal proceedings or actions in its name as the
Commission; provided, that the standing of any state insurance department to sue or be
sued under applicable law shall not be affected;

8. Toissuesubpoenasrequiring theattendanceand testimony of withessesand the
production of evidence,

9. Toestablish and maintain offices;

10. To purchase and maintain insurance and bonds;

11. To borrow, accept or contract for services of personnel, including, but not
limited to, employees of a Compacting State;

12. Tohireemployees, professionalsor specialists, and elect or appoint officers, and
tofix their compensation, definetheir dutiesand givethem appropriateauthority tocarry
out the purposes of the Compact, and determinetheir qualifications; and to establish the
Commission's personnel policies and programsrelating to, among other things, conflicts
of interest, rates of compensation and qualifications of personnel;

13. Toaccept any and all appropriate donationsand grants of money, equipment,
supplies, materials and services, and to receive, utilize and dispose of the same; provided
that at all timesthe Commission shall strive to avoid any appearance of impropriety;

14. To lease, purchase, accept appropriate gifts or donations of, or otherwiseto
own, hold, improveor use, any property, real, personal or mixed; provided that at all times
the Commission shall striveto avoid any appearance of impropriety;

15. Tosdl, convey, mortgage, pledge, lease, exchange, abandon or otherwisedispose
of any property, real, personal or mixed;

16. Toremit filing fees to Compacting States as may be set forth in the Bylaws,
Rules or Operating Procedures;
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17. To enforce compliance by Compacting Stateswith Rules, Uniform Standards,
Operating Procedures and Bylaws;

18. To providefor dispute resolution among Compacting States,

19. Toadvise Compacting Stateson issuesrelating to Insurersdomiciled or doing
businessin Non-compacting jurisdictions, consistent with the purposes of this Compact;

20. To provide advice and training to those personnel in state insurance
departments responsible for product review, and to be a resource for state insurance
departments;

21. Toestablish a budget and make expenditures;

22. To borrow money;

23. To appoint committees, including advisory committees comprising Members,
stateinsuranceregulators, statelegidator sor their representatives, insuranceindustry and
consumer representatives, and such other interested persons as may be designated in the
Bylaws,

24. To provide and receive information from, and to cooperate with law
enforcement agencies,

25. To adopt and use a cor porate seal; and

26. Toperform such other functionsasmay benecessary or appropriatetoachieve
the purposes of this Compact consistent with the state regulation of the business of
insurance.

ARTICLE V. ORGANIZATION OF THE COMMISSION

1. Membership, Voting and Bylaws

a. Each Compacting Stateshall haveand belimited tooneMember. Each Member
shall be qualified to servein that capacity pursuant to applicable law of the Compacting
State. Any Member may beremoved or suspended from office as provided by the law of
the State from which he or she shall be appointed. Any vacancy occurring in the
Commission shall befilled in accordance with the laws of the Compacting State wherein
the vacancy exists. Nothing herein shall be construed to affect the manner in which a
Compacting State deter mines the election or appointment and qualification of its own
Commissioner.

b. Each Member shall be entitled to one vote and shall have an opportunity to
participate in the governance of the Commission in accordance with the Bylaws.
Notwithstanding any provision herein to the contrary, no action of the Commission with
respect tothepromulgation of aUniform Standar d shall beeffectiveunlesstwo-thirds(2/3)
of the Membersvotein favor thereof.
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¢. TheCommission shall, by amajority of theM ember s, prescribeBylawstogovern
itsconduct asmay benecessary or appropriateto carry out the purposes, and exer cisethe
powers, of the Compact, including, but not limited to:

i. Establishing thefiscal year of the Commission;

ii. Providing reasonable proceduresfor appointing and electing members, aswell
as holding meetings, of the Management Committee;

iii. Providing reasonable standards and procedures: (i) for the establishment and
meetings of other committees, and (ii) governing any general or specific delegation of any
authority or function of the Commission;

iv. Providing reasonable procedures for calling and conducting meetings of the
Commission that consists of a majority of Commission members, ensuring reasonable
advance notice of each such meeting and providing for theright of citizensto attend each
such meeting with enumerated exceptions designed to protect the public's interest, the
privacy of individuals,and insurers proprietaryinformation, includingtradesecrets. The
Commission may meet in camera only after a majority of the entire member ship votesto
close a meeting en toto or in part. Assoon as practicable, the Commission must make
public (i) acopy of thevoteto closethe meeting revealing the vote of each Member with no
proxy votes allowed, and (ii) votes taken during such meeting;

v. Establishingthetitles, duties and authority and reasonable proceduresfor the
election of the officers of the Commission;

vi. Providing reasonable standards and procedures for the establishment of the
personnel policiesand programsof the Commission. Notwithstanding any civil serviceor
other similar laws of any Compacting State, the Bylaws shall exclusively govern the
personnel policies and programs of the Commission;

vii. Promulgating a code of ethicsto address permissible and prohibited activities
of commission member s and employees; and

viii. Providing amechanism for winding up the oper ations of the Commission and
the equitable disposition of any surplusfundsthat may exist after the termination of the
Compact after the payment and/or reserving of all of its debts and obligations.

d. The Commission shall publish its bylawsin a convenient form and file a copy
thereof and a copy of any amendment thereto, with the appropriate agency or officer in
each of the Compacting States.

2. Management Committee, Officersand Personnel

a. A Management Committeecomprisingnomor ethan fourteen (14) member sshall
be established asfollows:
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i. One (1) member from each of the six (6) Compacting States with the largest
premium volumefor individual and group annuities, life, disability incomeand long-term
careinsurance products, determined from the records of the NAIC for the prior year;

ii. Four (4) membersfrom those Compacting Stateswith at least two per cent (2%)
of the market based on the premium volume described above, other than the six (6)
Compacting States with the largest premium volume, selected on a rotating basis as
provided in the Bylaws; and

iii. Four (4) members from those Compacting States with less than two percent
(2%) of themarket, based on the premium volume described above, with one (1) selected
from each of the four (4) zone regions of the NAIC asprovided in the Bylaws.

b. TheManagement Committee shall have such authority and dutiesasmay be set
forth in the Bylaws, including but not limited to:

i. Managing theaffairsof the Commission in a manner consistent with the Bylaws
and pur poses of the Commission;

ii. Establishingand over seeingan organizational structurewithin, and appropriate
procedures for, the Commission to provide for the creation of Uniform Standards and
other Rules, receipt and review of product filings, administrative and technical support
functions, review of decisionsregar dingthedisapproval of aproduct filing, and thereview
of electionsmade by a Compacting Stateto opt out of a Uniform Standard; provided that
a Uniform Standard shall not be submitted to the Compacting Statesfor adoption unless
approved by two-thirds (2/3) of the members of the Management Committeg;

iii. Overseeing the offices of the Commission; and

iv. Planning, implementing, and coor dinating communications and activitieswith
other state, federal and local gover nment or ganizationsin order toadvancethegoalsof the
Commission.

c. TheCommission shall elect annually officer sfrom the M anagement Committee,
with each having such authority and duties, as may be specified in the Bylaws.

d. TheManagement Committee may, subject to the approval of the Commission,
appoint or retain an executive director for such period, upon such termsand conditions
and for such compensation as the Commission may deem appropriate. The executive
director shall serve as secretary to the Commission, but shall not be a Member of the
Commission. The executive director shall hire and supervise such other staff as may be
authorized by the Commission.

3. Legidative and Advisory Committees

a. A legislative committee comprising state legislators or their designees shall be
established to monitor the operationsof, and makerecommendationsto, the Commission,
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including the M anagement Committee; provided that the manner of selection and ter m of
any legidativecommitteemember shall beasset forth in theBylaws. Prior totheadoption
by the Commission of any Uniform Standard, revision to the Bylaws, annual budget or
other significant matter as may be provided in the Bylaws, the Management Committee
shall consult with and report to the legisative committee.

b. The Commission shall establish two (2) advisory committees, one of which shall
comprise consumer representativesindependent of theinsuranceindustry, and the other
comprising insurance industry representatives.

¢. TheCommission may establish additional advisory committeesasitsBylawsmay
providefor the carrying out of itsfunctions.

4. Corporate Records of the Commission

TheCommission shall maintain itscor por atebooksand recor dsin accor dancewith
the Bylaws.

5. Qualified Immunity, Defense and I ndemnification

a. TheMembers, officers, executivedirector, employeesand representativesof the
Commission shall beimmunefrom suit and liability, either personally or in their official
capacity, for any claim for damageto or loss of property or personal injury or other civil
liability caused by or arising out of any actual or alleged act, error or omission that
occurred, or that the person against whom the claim is made had a reasonable basis for
believing occurred within thescopeof Commission employment, dutiesor responsibilities;
provided, that nothing in this paragraph shall be construed to protect any such person
from suit and/or liability for any damage, loss, injury or liability caused by theintentional
or willful and wanton misconduct of that person.

b. TheCommission shall defend any M ember, officer, executivedirector, employee
or representative of the Commission in any civil action seeking to impose liability arising
out of any actual or alleged act, error or omission that occurred within the scope of
Commission employment, duties or responsibilities, or that the person against whom the
claim is made had a reasonable basis for believing occurred within the scope of
Commission employment, dutiesor responsibilities; provided, that nothingherein shall be
construed to prohibit that person from retaining his or her own counsel; and provided
further, that theactual or alleged act, error or omission did not result from that person's
intentional or willful and wanton misconduct.

c. The Commission shall indemnify and hold harmless any Member, officer,
executive director, employee or representative of the Commission for the amount of any
settlement or judgment obtained against that person arising out of any actual or alleged
act, error or omission that occurred within the scope of Commission employment, duties



H.B. 789 10

291
292
293
294
295
296
297
298
299
300
301
302
303
304
305
306
307
308
309
310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
325
326

or responsibilities, or that such per son had areasonablebasisfor believingoccurred within
the scope of Commission employment, dutiesor responsibilities, provided, that the actual
or alleged act, error or omission did not result from theintentional or willful and wanton
misconduct of that person.

ARTICLE VI. MEETINGSAND ACTSOF THE COMMISSION

1. The Commission shall meet and take such actions as are consistent with the
provisions of this Compact and the Bylaws.

2. Each Member of the Commission shall havetheright and power to cast a vote
towhich that Compacting Stateisentitled and to participatein thebusinessand affair s of
theCommission. A Member shall votein person or by such other meansasprovided inthe
Bylaws. TheBylawsmay providefor Members' participation in meetingsby telephoneor
other means of communication.

3. TheCommission shall meet at least onceduring each calendar year. Additional
meetings shall be held as set forth in the Bylaws.

ARTICLE VII. RULESAND OPERATING PROCEDURES: RULEMAKING
FUNCTIONSOF THE COMMISSION AND OPTING OUT OF UNIFORM
STANDARDS

1. Rulemaking Authority. The Commission shall promulgate reasonable Rules,
including Uniform Standards, and Operating Procedures in order to effectively and
efficiently achieve the purposes of this Compact. Notwithstanding the foregoing, in the
event the Commission exercisesits rulemaking authority in a manner that is beyond the
scope of the purposesof thisAct, or the power sgranted hereunder, then such an action by
the Commission shall beinvalid and have no for ce and effect.

2. Rulemaking Procedure. Rules and Operating Procedures shall be made
pursuant to a rulemaking process that conforms to the Model State Administrative
Procedure Act of 1981 as amended, as may be appropriate to the operations of the
Commission. Beforethe Commission adopts a Uniform Standard, the Commission shall
givewritten noticeto therelevant state legidative committee(s) in each Compacting State
responsible for insurance issues of its intention to adopt the Uniform Standard. The
Commission in adopting a Uniform Standard shall consider fully all submitted materials
and issue a concise explanation of its decision.

3. Effective Date and Opt Out of a Uniform Standard. A Uniform Standard shall
become effective ninety (90) days after its promulgation by the Commission or such later
dateasthe Commission may deter mine; provided, however, that a Compacting State may
opt out of a Uniform Standard as provided in thisArticle. " Opt out" shall be defined as
any action by a Compacting State to decline to adopt or participate in a promulgated



H.B. 789 11

327
328
329
330
331
332
333
334
335
336
337
338
339
340
341
342
343
344
345
346
347
348
349
350
351
352
353
354
355
356
357
358
359
360
361

Uniform Standard. All other Rulesand Oper ating Procedur es, and amendmentsther eto,
shall become effective as of the date specified in each Rule, Operating Procedure or
amendment.

4. Opt Out Procedure. A Compacting State may opt out of a Uniform Standard,
either by legislation or regulation duly promulgated by the I nsurance Department under
the Compacting State'sAdministrative ProcedureAct. |f aCompacting Stateelectsto opt
out of aUniform Standard by regulation, it must (a) givewritten noticetothe Commission
no later than ten (10) business days after the Uniform Standard ispromulgated, or at the
time the State becomes a Compacting State and (b) find that the Uniform Standard does
not providereasonable protectionsto the citizens of the State, given the conditionsin the
State. TheCommissioner shall makespecificfindingsof fact and conclusionsof law, based
on a preponder ance of the evidence, detailing the conditionsin the State which warrant a
departurefrom theUniform Standar d and deter mining that the Uniform Standard would
not reasonably protect the citizens of the State. The Commissioner must consider and
balance the following factors and find that the conditions in the State and needs of the
citizens of the State outweigh: (i) the intent of the legislature to participate in, and the
benefitsof, an inter stateagr eement to establish national uniform consumer protectionsfor
theProductssubject tothisAct; and (ii) the presumption that aUniform Standar d adopted
by the Commission providesreasonable protectionsto consumer sof therelevant Product.
Notwithstandingthefor egoing, a Compacting Statemay, at thetimeof itsenactment of this
Compact, prospectively opt out of all Uniform Standards involving long-term care
insurance products by expressly providing for such opt out in the enacted Compact, and
such an opt out shall not betreated asamaterial variancein theoffer or acceptance of any
State to participate in this Compact. Such an opt out shall be effective at the time of
enactment of thisCompact by the Compacting Stateand shall apply toall existingUniform
Standards involving long-term care insurance products and those subsequently
promulgated.

5. Effect of Opt Out. If a Compacting State elects to opt out of a Uniform
Standard, theUniform Standard shall remain applicablein the Compacting Stateelecting
to opt out until such timetheopt out legislation isenacted into law or theregulation opting
out becomes effective. Once the opt out of a Uniform Standard by a Compacting State
becomes effective as provided under the laws of that State, the Uniform Standard shall
haveno further force and effect in that State unlessand until thelegislation or regulation
implementingtheopt out isrepealed or otherwisebecomesineffectiveunder thelawsof the
State. If a Compacting State optsout of a Uniform Standard after the Uniform Standard
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hasbeen made effectivein that State, the opt out shall have the same prospective effect as
provided under Article X1V for withdrawals.

6. Stay of Uniform Standard. If a Compacting State has formally initiated the
process of opting out of a Uniform Standard by regulation, and while the regulatory opt
out is pending, the Compacting State may petition the Commission, at least fifteen (15)
days before the effective date of the Uniform Standard, to stay the effectiveness of the
Uniform Standard in that State. The Commission may grant a stay if it determinesthe
regulatory opt out is being pursued in a reasonable manner and thereis a likelihood of
success. If astay isgranted or extended by the Commission, the stay or extension ther eof
may postponetheeffectivedateby up to ninety (90) days, unlessaffirmatively extended by
the Commission; provided, a stay may not be permitted toremain in effect for morethan
one (1) year unless the Compacting State can show extraordinary circumstances which
warrant a continuance of the stay, including, but not limited to, the existence of a legal
challengewhich preventsthe Compacting Statefrom optingout. A stay may beter minated
by the Commission upon notice that the rulemaking process has been terminated.

7. Not later than thirty (30) days after a Rule or Operating Procedure is
promulgated, any person may file a petition for judicial review of the Rule or Operating
Procedure; provided, that thefiling of such a petition shall not stay or otherwise prevent
the Rule or Operating Procedur e from becoming effective unlessthe court findsthat the
petitioner has a substantial likelihood of success. The court shall give deference to the
actions of the Commission consistent with applicable law and shall not find the Rule or
Operating Procedure to be unlawful if the Rule or Operating Procedure represents a
reasonable exer cise of the Commission’'s authority.

ARTICLE VIII. COMMISSION RECORDS AND ENFORCEMENT

1. TheCommission shall promulgate Rulesestablishing conditionsand procedur es
for public inspection and copying of its information and official records, except such
information and recordsinvolving the privacy of individualsand insurers' trade secrets.
The Commission may promulgate additional Rulesunder which it may make availableto
federal and state agencies, including law enfor cement agencies, records and infor mation
otherwise exempt from disclosure, and may enter into agreements with such agenciesto
receive or exchange information or records subject to nondisclosure and confidentiality
provisions.

2. Except as to privileged records, data and information, the laws of any
Compacting State pertaining to confidentiality or nondisclosure shall not relieve any
Compacting State Commissioner of the duty to disclose any relevant records, data or
information to the Commission; provided, that disclosureto the Commission shall not be
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deemed towaiveor otherwiseaffect any confidentiality requirement; and further provided,
that, except as otherwise expressly provided in this Act, the Commission shall not be
subject totheCompacting State' slawspertainingto confidentiality and nondisclosurewith
respect torecords, dataand information in itspossession. Confidential information of the
Commission shall remain confidential after such information is provided to any
Commissioner.

3. The Commission shall monitor Compacting States for compliance with duly
adopted Bylaws, Rules, including Uniform Standards, and Operating Procedures. The
Commission shall notify any non-complying Compacting State in writing of its
noncompliance with Commission Bylaws, Rules or Operating Procedures. If a non-
complying Compacting State fails to remedy its noncompliance within the time specified
in the notice of noncompliance, the Compacting State shall be deemed to bein default as
set forth in Article X1V.

4. TheCommissioner of any Statein which an Insurer isauthorized to do business,
or isconducting the business of insurance, shall continueto exercise hisor her authority
to over see the market regulation of the activities of the Insurer in accordance with the
provisions of the State's law. The Commissioner's enforcement of compliance with the
Compact isgoverned by the following provisions:

a. With respect to the Commissioner's market regulation of a Product or
Advertisement that isapproved or certified to the Commission, the content of the Product
or Advertisement shall not constitute a violation of the provisions, standards or
requirements of the Compact except upon a final order of the Commission, issued at the
request of aCommissioner after prior noticetothelnsurer and an opportunity for hearing
beforethe Commission.

b. Before a Commissioner may bring an action for violation of any provision,
standard or requirement of the Compact relating to the content of an Advertisement not
approved or certified tothe Commission, the Commission, or an authorized Commission
officer or employee, must authorize the action. However, authorization pursuant to this
paragraph doesnot requirencticetothelnsurer, opportunity for hearingor disclosure of
requestsfor authorization or records of the Commission's action on such requests.

ARTICLE IX. DISPUTE RESOLUTION

The Commission shall attempt, upon the request of a Member, to resolve any
disputesor other issuesthat aresubject to thisCompact and which may arise between two
or more Compacting States, or between Compacting States and Non-compacting States,
and the Commission shall promulgate an Operating Procedure providing for resolution
of such disputes.
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ARTICLE X. PRODUCT FILING AND APPROVAL

1. Insurers and Third-Party Filers seeking to have a Product approved by the
Commission shall filethe Product with, and pay applicablefiling feesto, the Commission.
Nothing in this Act shall be construed to restrict or otherwise prevent an insurer from
filing its Product with the insurance department in any State wherein the insurer is
licensed to conduct the business of insurance, and such filing shall be subject to the laws
of the Stateswherefiled.

2. The Commission shall establish appropriate filing and review processes and
procedures pursuant to Commission Rules and Operating Procedures. Notwithstanding
any provision herein tothe contrary, the Commission shall promulgate Rulesto establish
conditions and procedures under which the Commission will provide public access to
Product filing information. In establishing such Rules, the Commission shall consider the
interests of the public in having access to such information, as well as protection of
personal medical and financial information and trade secrets, that may be contained in a
Product filing or supporting information.

3. Any Product approved by the Commission may be sold or otherwiseissued in
those Compacting Statesfor which the Insurer islegally authorized to do business.
ARTICLE XI. REVIEW OF COMMISSION DECISIONS REGARDING FILINGS

1. Not later than thirty (30) days after the Commission has given notice of a
disapproved Product or Advertisement filed with the Commission, the Insurer or Third
Party Filer whosefiling was disapproved may appeal the determination to areview panel
appointed by the Commission. The Commission shall promulgate Rules to establish
procedures for appointing such review panels and provide for notice and hearing. An
allegation that the Commission, in disapprovingaProduct or Advertisement filed with the
Commission, acted arbitrarily, capriciously, or in amanner that isan abuse of discretion
or otherwise not in accordance with the law, is subject to judicial review in accordance
with Articlelll, Section 4.

2. TheCommission shall haveauthority tomonitor, review and reconsider Products
and Advertisement subsequent to their filing or approval upon afinding that the product
does not meet therelevant Uniform Standard. Where appropriate, the Commission may
withdraw or modify its approval after proper notice and hearing, subject to the appeal
processin Section 1 above.

ARTICLE XII. FINANCE

1. TheCommission shall pay or providefor thepayment of ther easonableexpenses
of its establishment and organization. To fund the cost of its initial operations, the
Commission may accept contributions and other forms of funding from the National
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Association of Insurance Commissioners, Compacting States and other sources.
Contributionsand other formsof funding from other sour cesshall beof such anaturethat
theindependence of the Commission concer ning the per formance of itsdutiesshall not be
compromised.

2. TheCommission shall collect afilingfeefrom each Insurer and Third Party Filer
filing a product with the Commission to cover the cost of the operations and activities of
the Commission and itsstaff in atotal amount sufficient to cover the Commission'sannual
budget.

3. TheCommission'sbudget for afiscal year shall not beapproved until it hasbeen
subject to notice and comment as set forth in Article V11 of this Compact.

4. The Commission shall be exempt from all taxation in and by the Compacting
States.

5. TheCommission shall not pledgethe credit of any Compacting State, except by
and with the appropriate legal authority of that Compacting State.

6. The Commission shall keep complete and accurate accounts of all itsinternal
receipts, including grantsand donations, and disbur sementsof all fundsunder itscontrol.
The internal financial accounts of the Commission shall be subject to the accounting
proceduresestablished under itsBylaws. Thefinancial accountsand reportsincludingthe
system of internal controls and procedures of the Commission shall be audited annually
by an independent certified public accountant. Upon the determination of the
Commission, but no less frequently than every three (3) years, the review of the
independent auditor shall include a management and performance audit of the
Commission. The Commission shall make an Annual Report to the Governor and
legislatur eof the Compacting States, which shall includeareport of theindependent audit.
The Commission'sinternal accounts shall not be confidential and such materials may be
shared with the Commissioner of any Compacting State upon request provided, however,
that any work papersrelated to any internal or independent audit and any information
regardingtheprivacy of individualsand insurers proprietary information, includingtrade
secrets, shall remain confidential.

7. No Compacting State shall have any claim to or owner ship of any property held
by or vested in the Commission or to any Commission funds held pursuant to the
provisions of this Compact.

ARTICLE XIIl. COMPACTING STATES, EFFECTIVE DATE AND AMENDMENT

1. Any Stateise€ligibleto become a Compacting State.

2. The Compact shall become effective and binding upon legisative enactment of
the Compact into law by two Compacting States; provided, the Commission shall become
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effectivefor purposesof adopting Uniform Standar dsfor, reviewing, and giving approval
or disapproval of, Products filed with the Commission that satisfy applicable Uniform
Standards only after twenty-six (26) States are Compacting States or, alternatively, by
States representing greater than forty percent (40%) of the premium volume for life
insurance, annuity, disability income and long-term care insurance products, based on
records of the NAIC for theprior year. Thereafter, it shall become effective and binding
asto any other Compacting State upon enactment of the Compact into law by that State.

3. AmendmentstotheCompact may beproposed by theCommission for enactment
by the Compacting States. No amendment shall become effective and binding upon the
Commission and the Compacting States unless and until all Compacting States enact the
amendment into law.

ARTICLE XIV. WITHDRAWAL, DEFAULT AND TERMINATION

1. Withdrawal

a. Once effective, the Compact shall continuein force and remain binding upon
each and every Compacting State; provided, that a Compacting State may withdraw from
theCompact (" Withdrawing State" ) by enacting astatutespecifically repealingthestatute
which enacted the Compact into law.

b. The effective date of withdrawal is the effective date of the repealing statute.
However, thewithdrawal shall not apply to any product filingsapproved or self-certified,
or any Advertisement of such products, on thedatetherepealing statutebecomeseffective,
except by mutual agreement of the Commission and the Withdrawing State unless the
approval isrescinded by the Withdrawing Stateasprovided in Par agr aph e of thissection.

c. The Commissioner of the Withdrawing State shall immediately notify the
Management Committee in writing upon the introduction of legisation repealing this
Compact in the Withdrawing State.

d. TheCommission shall notify theother Compacting States of theintroduction of
such legidation within ten (10) days after itsreceipt of notice ther eof.

e. TheWithdrawing State isresponsible for all obligations, duties and liabilities
incurred through the effective date of withdrawal, including any obligations, the
per for mance of which extend beyond the effective date of withdrawal, except to the extent
those obligations may have been released or relinquished by mutual agreement of the
Commission and the Withdrawing State. The Commission's approval of Products and
Advertisement prior to the effective date of withdrawal shall continueto be effective and
be given full force and effect in the Withdrawing State, unless formally rescinded by the
Withdrawing Statein the same manner asprovided by thelaws of the Withdrawing State
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for the prospective disapproval of productsor advertisement previously approved under
state law.

f. Reinstatement following withdrawal of any Compacting State shall occur upon
the effective date of the Withdrawing State reenacting the Compact.

2. Default

a. If the Commission determines that any Compacting State has at any time
defaulted (" Defaulting State") in the performance of any of its obligations or
responsibilitiesunder this Compact, the Bylawsor duly promulgated Rulesor Operating
Procedures, then, after notice and hearing as set forth in the Bylaws, all rights, privileges
and benefits conferred by this Compact on the Defaulting State shall be suspended from
the effective date of default asfixed by the Commission. Thegroundsfor default include,
but are not limited to, failure of a Compacting State to perform its obligations or
responsibilities, and any other groundsdesignated in Commission Rules. TheCommission
shall immediately notify theDefaulting Statein writing of the Defaulting State' ssuspension
pending a cureof thedefault. The Commission shall stipulatethe conditionsand thetime
period within which the Defaulting Statemust cureitsdefault. If the Defaulting Statefails
tocurethedefault withinthetimeperiod specified by theCommission, theDefaulting State
shall beterminated from the Compact and all rights, privilegesand benefits conferred by
this Compact shall be terminated from the effective date of termination.

b. Product approvals by the Commission or product self-certifications, or any
Advertisement in connection with such product, that arein force on the effective date of
termination shall remain in force in the Defaulting State in the same manner as if the
Defaulting State had withdrawn voluntarily pursuant to Section 1 of thisarticle.

c. Reinstatement following termination of any Compacting State requires a
reenactment of the Compact.

3. Dissolution of Compact

a. The Compact dissolves effective upon the date of the withdrawal or default of
theCompacting Statewhich reducesmember ship in the Compact toone Compacting State.

b. Upon thedissolution of this Compact, the Compact becomes null and void and
shall be of nofurther forceor effect, and the businessand affairsof the Commission shall
be wound up and any surplusfunds shall bedistributed in accordance with the Bylaws.
ARTICLE XV. SEVERABILITY AND CONSTRUCTION

1. The provisions of this Compact shall be severable; and if any phrase, clause,
sentence or provision isdeemed unenfor ceable, the remaining provisions of the Compact
shall be enfor ceable.
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2. The provisions of this Compact shall be liberally construed to effectuate its

pur poses.
ARTICLE XVI. BINDING EFFECT OF COMPACT AND OTHER LAWS
1. Other Laws

a. Nothingherein preventstheenfor cement of any other law of aCompacting State,
except asprovided in Paragraph b of this section.

b. For any Product approved or certified to the Commission, the Rules, Uniform
Standards and any other requirements of the Commission shall constitute the exclusive
provisions applicable to the content, approval and certification of such Products. For
Advertisement that issubject tothe Commission'sauthority, any Rule, Uniform Standard
or other requirement of the Commission which gover nsthe content of the Advertisement
shall constitute the exclusive provision that a Commissioner may apply to the content of
the Advertisement. Notwithstanding the foregoing, no action taken by the Commission
shall abrogateor restrict: (i) theaccessof any per sontostatecourts; (ii) remediesavailable
under statelaw related to breach of contract, tort, or other laws not specifically directed
to the content of the Product; (iii) state law relating to the construction of insurance
contracts; or (iv) theauthority of theattor ney gener al of thestate, including but not limited
to maintaining any actions or proceedings, asauthorized by law.

c. All insurance productsfiled with individual Statesshall be subject tothelaws of
those States.

2. Binding Effect of this Compact

a. All lawful actions of the Commission, including all Rules and Operating
Procedures promulgated by the Commission, are binding upon the Compacting States.

b. All agreementsbetween the Commission and the Compacting Statesarebinding
in accor dance with their terms.

c. Upon therequest of a party to a conflict over the meaning or interpretation of
Commission actions, and upon amajority vote of the Compacting States, the Commission
may issue advisory opinions regarding the meaning or interpretation in dispute.

d. In the event any provision of this Compact exceeds the constitutional limits
imposed on the legislature of any Compacting State, the obligations, duties, powers or
jurisdiction sought to be conferred by that provision upon the Commission shall be
ineffective as to that Compacting State, and those obligations, duties, powers or
jurisdiction shall remain in the Compacting State and shall be exercised by the agency
ther eof to which those obligations, duties, powersor jurisdiction are delegated by law in
effect at the time this Compact becomes effective.
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