
 
 
 
 
 
 

 
February 14, 2013 
 
Dear Chairman Davis,  
 
On behalf of the National Association of Mutual Insurance Companies I am writing to ask for 
the Committee’s assistance in amending HB 431 on the Maryland Insurance Acquisitions 
and Control Act- Revisions.  
 
We are 1,400 property/casualty insurance companies serving more than 135 million auto, 
home and business policyholders, with more than $196 billion in premiums accounting for 
50 percent of the automobile/homeowners market and 31 percent of the business 
insurance market. We are the largest and most diverse property/casualty trade association 
in the country, with regional and local mutual insurance companies on main streets across 
America joining many of the country’s largest national insurers who also call NAMIC their 
home. More than 200,000 people are employed by NAMIC members. 160 NAMIC members 
write over 4.3 billion dollars in Maryland’s property and casualty market, accounting for 
48% of all P&C premium written. 
 
NAMIC does not oppose the adoption of the NAIC model Holding Company Act and 
regulations if they include:  
 

• Exemption from the enterprise risk filing for small companies with less than $500 
million in direct written premium (DWP). Texas has adopted a similar exemption. 
Several other states are considering adoption of a small company exemption.  

 
• Consistent July 1 effective dates for enterprise risk report Form F filings; and  

 
• Language to ensure that the confidentiality protection is supported by master 

confidentiality agreements signed by all states, the NAIC and any international 
regulators receiving company information.  
 
 

NAMIC asserts that HB 431 deviates significantly with the NAIC model HCA act in critical 
provisions regarding confidentiality and travel cost recovery.  
 
On the first issue of confidentiality, the bill does not include any requirement that the NAIC 
or a commissioner of another state receiving access to the documents disclosed pursuant to 
the act sign a confidentiality agreement with Maryland.  The model act was very clear on 
this point.  It also appears to omit the restrictions on sharing confidential information 
during discovery or allowing it to be admissible in evidence. 
 
Secondly, in HB 431, the supervisory college section (2-209.1) extends supervisory colleges 
not just to companies with international operations, but also for companies with "national" 
operations. This is not in the Model Act, and seems duplicative. There are already 



 
 
 
 
 
 
mechanisms for regulators to meet about these issues for nationally active companies, and 
we question the need to deviate from the model here.  
 
We have included, as Appendix 1 to this letter, suggested edits to HB 431 that we believe 
will bring it into compliance with the NAIC model law.  
 
We also ask for the Committee’s consideration of a NAMIC amendment that is not in the 
NAIC model act. Revisions to the Model Holding Company Act were made in response to the 
AIG bailout, to improve group supervision of insurers, including supervision of non-
regulated subsidiaries and affiliates. These changes give insurance regulators power to 
require filings and examine the non-insurance entities in a holding company to assess the 
possibility of solvencies that might lead to systemic risk. NAMIC therefore asserts that these 
changes were not aimed at small insurers who may also engage in a holding company 
structure as they do not provide a systemic risk. Given the potential financial and 
manpower impact of these changes to small domestic insurers in Maryland, we ask you to 
consider a threshold of compliance for companies with a DWP of 500 million or higher. To 
the best of our knowledge, this change would alleviate one small domestic insurer of the 
reporting requirement.  
 
We have included, as Appendix 2, a white paper explaining our position on this exemption 
and some sample amendment language that we believe will address this issue for 
Maryland’s small insurers. We also include in the proposed amendment discretionary 
authority for the Commissioner to request Form F filings from companies that are in an RBC 
level event or in a hazardous financial condition. 
 
NAMIC thanks you for the opportunity to speak to HB 431 and asks that you consider 
making Maryland’s changes to the Holding Company Act as we have outlined above. If we 
may be of any assistance to the Committee in this process please do not hesitate to contact 
me. 
 
Sincerely,  
 
Erin Collins 
State Affairs Manager – Mid-Atlantic 
National Association of Mutual Insurance Companies 
804.878.6473 Cell     www.namic.org 
 
Where the future of insurance has its voiceTM 

 

 

 

Encl: 

Appendix 1: Suggested Maryland Bill Language for Compliance with the Model Holding 
Company Act 
 
Appendix 2: NAIC HOLDING COMPANY MODEL ACT/REGULATIONS Summary 
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Suggested Maryland Bill Language for Compliance with the Model 
Holding Company Act 
 
 
2-209.1 (B) (1) WITH RESPECT TO ANY INSURER REGISTERED UNDER TITLE 7 , SUBTITLE 
6 OF THIS ARTICLE, THE COMMISSIONER MAY PARTICIPATE IN A UPERVISORY COLLEGE 
FOR ANY DOMESTIC INSURER THAT IS PART OF AN INSURANCE HOLDING COMPANY 
SYSTEM WITH NATIONAL OR INTERNATIONAL OPERATIONS IN ORDER TO DETERMINE 
COMPLIANCE BY THE INSURER WITH THIS ARTICLE. 
 
7-106. 12 [Replace with the model language below] 
 
(a) Except as provided in subsections (b) and (c) of this section or otherwise by law, all 
information and documents that are filed with the Commissioner in compliance with the 
requirements of this title or that are reported to, obtained by, or otherwise disclosed to the 
Commissioner or any other person in the course of an examination or investigation made 
under this title:  
(1) are confidential material;  
(2) are not subject to subpoena; and  
(3) may not be made public by the Commissioner, the National Association of Insurance 
Commissioners, or any other person. 
(b) Material that otherwise is confidential under subsection (a) of this section may be made 
public by any person [to whom] WHO HAS RECEIVED THE PRIOR WRITTEN CONSENT 
OF the [insurer] PERSON to [which] WHOM the material relates [gives prior written 
consent].  
(c) If, after giving [an insurer and its affiliates] THE PERSON TO WHOM THE MATERIAL 
RELATES notice and an opportunity to be heard, the Commissioner determines that it is in 
the interest of the policyholders, stockholders, or the public to make public any material 
relating to the [insurer] PERSON that otherwise is confidential under subsection (a) of this 
section, the Commissioner may make public all or part of the material in an appropriate 
manner.  
 
 
Model Law Language  
 
Section 8. Confidential Treatment  
A. Documents, materials or other information in the possession or control of the 
Department of Insurance that are obtained by or disclosed to the commissioner or any 
other person in the course of an examination or investigation made pursuant to Section 6 
and all information reported pursuant to Section 3B(12) and (13), Section 4 and Section 5 
shall be confidential by law and privileged, shall not be subject to [insert open records, 
freedom of information, sunshine or other appropriate phrase], shall not be subject to 
subpoena, and shall not be subject to discovery or admissible in evidence in any private civil 
action. However, the commissioner is authorized to use the documents, materials or other 



 
 
 
 
 
 
information in the furtherance of any regulatory or legal action brought as a part of the 
commissioner's official duties. The commissioner shall not otherwise make the documents, 
materials or other information public without the prior written consent of the insurer to 
which it pertains unless the commissioner, after giving the insurer and its affiliates who 
would be affected thereby notice and opportunity to be heard, determines that the interest 
of policyholders, shareholders or the public will be served by the publication thereof, in 
which event the commissioner may publish all or any part in such manner as may be 
deemed appropriate. 
 B. Neither the commissioner nor any person who received documents, materials or other 
information while acting under the authority of the commissioner or with whom such 
documents, materials or other information are shared pursuant to this Act shall be 
permitted or required to testify in any private civil action concerning any confidential 
documents, materials, or information subject to Subsection A. 
 C. In order to assist in the performance of the commissioner's duties, the commissioner:  
(1) May share documents, materials or other information, including the confidential and 
privileged documents, materials or information subject to Subsection A, with other state, 
federal and international regulatory agencies, with the NAIC and its affiliates and 
subsidiaries, and with state, federal, and international law enforcement authorities, 
including members of any supervisory college described in Section 7, provided that the 
recipient agrees in writing to maintain the confidentiality and privileged status of the 
document, material or other information, and has verified in writing the legal authority to 
maintain confidentiality. 
 (2) Notwithstanding paragraph (1) above, the commissioner may only share confidential 
and privileged documents, material, or information reported pursuant to Section 4L with 
commissioners of states having statutes or regulations substantially similar to Subsection A 
and who have agreed in writing not to disclose such information. 
 (3) May receive documents, materials or information, including otherwise confidential and 
privileged documents, materials or information from the NAIC and its affiliates and 
subsidiaries and from regulatory and law enforcement officials of other foreign or domestic 
jurisdictions, and shall maintain as confidential or privileged any document, material or 
information received with notice or the understanding that it is confidential or privileged 
under the laws of the jurisdiction that is the source of the document, material or 
information; and 
 (4) Shall enter into written agreements with the NAIC governing sharing and use of 
information provided pursuant to this Act consistent with this subsection that shall: 
 (i) specify procedures and protocols regarding the confidentiality and security of 
information shared with the NAIC and its affiliates and subsidiaries pursuant to this Act, 
including procedures and protocols for sharing by the NAIC with other state, federal or 
international regulators; 
 (ii) specify that ownership of information shared with the NAIC and its affiliates and 
subsidiaries pursuant to this Act remains with the commissioner and the NAIC's use of the 
information is subject to the direction of the commissioner: 
 (iii) require prompt notice to be given to an insurer whose confidential information in the 
possession of the NAIC pursuant to this Act is subject to a request or subpoena to the NAIC 
for disclosure or production; and 



 
 
 
 
 
 
 (iv) require the NAIC and its affiliates and subsidiaries to consent to intervention by an 
insurer in any judicial or administrative action in which the NAIC and its affiliates and 
subsidiaries may be required to disclose confidential information about the insurer shared 
with the NAIC and its affiliates and subsidiaries pursuant to this Act. 
D. The sharing of information by the commissioner pursuant to this Act shall not constitute 
a delegation of regulatory authority or rulemaking, and the commissioner is solely 
responsible for the administration, execution and enforcement of the provisions of this Act. 
E. No waiver of any applicable privilege or claim of confidentiality in the documents, 
materials or information shall occur as a result of disclosure to the commissioner under this 
section or as a result of sharing as authorized in Subsection C. 
 F. Documents, materials or other information in the possession or control of the NAIC 
pursuant to this Act shall be confidential by law and privileged, shall not be subject to 
[insert open records, freedom of information, sunshine or other appropriate phrase], shall 
not be subject to subpoena, and shall not be subject to discovery or admissible in evidence 
in any private civil action. 
 
 



 

 

 

  

 

 

NAIC HOLDING COMPANY MODEL ACT/REGULATIONS 

Summary 

 

The NAIC adopted revisions to the Model Holding Company Act (HCA) and Regulations in 2010. 

These revisions are currently working their way through the accreditation process at the NAIC. In 

2011-12, 10 states --California, Connecticut, Indiana, Kentucky, Louisiana, Nebraska, Pennsylvania, 

Rhode Island, and West Virginia--and Puerto Rico moved forward with adoption of these revisions 

in some form.  

 

The revisions were made in response to the AIG bailout, to improve group supervision of insurers, 

including supervision of non-regulated subsidiaries and affiliates.  These changes give insurance 

regulators power to require filings and examine the non-insurance entities in a holding company to 

assess the possibility of solvencies that might lead to systemic risk. There are several changes to the 

former model included in these revisions, but the most significant changes include: 

 

 Enterprise Risk Reporting – A new annual filing (Form F) is required that includes 

enterprise risks that are expected to have a material adverse effect on group solvency.  In the 

model the obligation applies to holding companies of all sizes. 

 

 Confidential Information – The model allows insurance regulators to share filed 

company/group confidential information with the NAIC and with other regulators (state, 

federal and international). International organizations are not included, just international 

regulators.   

 

 Supervisory College Authorization – A provision authorizing the creation of and 

participation in “supervisory colleges,” a confidential regulator- to-regulator forum for the 

discussion of financial issues involving international insurer groups.  These supervisory 

colleges will include state, federal and international regulators supervising the group. 

 

Position and Advocacy 

 

NAMIC does not oppose the adoption of the model act and regulations if they include: 

 

o Exemption from the enterprise risk filing for small companies with less than $500 

million in direct written premium (DWP). Texas has adopted a similar exemption. 

Several other states are considering adoption of a small company exemption. 

 

o Consistent July 1 effective dates for enterprise risk report Form F filings; and 

 

o Language to ensure that the confidentiality protection is supported by master 

confidentiality agreements signed by all states, the NAIC and any international 

regulators receiving company information.  



 

 

 

  

 

 

NAIC HOLDING COMPANY MODEL ACT  

Enterprise Risk Report - Small Company Exemption 

 

Proposal: NAMIC proposes that small insurers--including those with less than $500 

million in direct written premium--be exempted from the Enterprise Risk Report (Form F) 

filing requirement under the NAIC Model Holding Company Act (HCA). We also include in 

the proposed amendment discretionary authority to request Form F filings from companies 

that are in an RBC level event or in a hazardous financial condition. 

 

Rationale: 

 In 2010 the NAIC revised the HCA requiring an annual Enterprise Risk Report 

from all insurers in a holding company system. The new report was added to 

address the 2008 financial crisis and concerns over regulatory oversight of very 

large and complex holding companies.  

 The purpose of the annual Enterprise Risk Report is to provide regulators with 

more information about these large and complex holding companies that can 

create risk to the economy or the insurance affiliates in the holding company.  

 The model act sweeps small holding company groups into its reach. 

Unfortunately, the impact of this requirement on small company groups was not 

considered when the model was debated at the NAIC. 

 Completion of the Enterprise Risk Report (Form F) will be costly and time-

consuming for small companies and state regulators. This would add costs to the 

insurance system that would ultimately be borne by consumers. 

 Small company filings will not help regulators identify systemic risks and could 

actually dilute regulatory attention and divert regulatory resources.  

 In 2011, Texas adopted the revisions to the HCA exempting companies with less 

than $300 million in direct written premiums from the Enterprise Risk Report 

requirement. Several other states are considering similar revisions. 

 There is precedent for exempting small companies from the provisions of other 

NAIC models: 

o The Risk Management Own Risk and Solvency Assessment (RMORSA) 

model act exempts small companies (i.e., premium threshold of $500 

million for individual insurers or $1 billion for an insurance group). 

o The Model Audit Rule exempts insurers with less than $500 million of 

annual direct written and assumed premium from the requirement that they 

file a Management Report of Internal Control over Financial Reporting.

  



 

 

 

  

 

 
Bill to Amend the Maryland Holding Company Act 

 

Proposed Amendment 

 

 
Maryland H.B. 0431 
 
Section 7-603(H)  
 
(1) THE ULTIMATE CONTROLLING PERSON OF EVERY INSURER SUBJECT TO REGISTRATION, 

THAT HAS ANNUAL DIRECT WRITTEN AND ASSUMED PREMIUMS OF $500,000,000 OR 

MORE (EXCLUDING PREMIUMS REINSURED WITH THE FEDERAL CROP INSURANCE 

CORPORATION AND FEDERAL FLOOD PROGRAM), SHALL FILE AN ANNUAL ENTERPRISE 

RISK REPORT ON OR BEFORE MAY 1 UNLESS THE COMMISSIONER EXTENDS THE TIME FOR 

FILING FOR GOOD CAUSE.   
(2) THE ENTERPRISE RISK REPORT SHALL, TO THE BEST OF THE ULTIMATE CONTROLLING 

PERSON’S KNOWLEDGE AND BELIEF, IDENTIFY THE MATERIAL RISKS WITHIN THE 

INSURANCE HOLDING COMPANY SYSTEM THAT COULD POSE ENTERPRISE RISK TO THE 

INSURER. 
(3) THE ENTERPRISE RISK REPORT SHALL BE FILED WITH THE LEAD STATE COMMISSIONER 

OF THE INSURANCE HOLDING COMPANY SYSTEM AS DEFINED AND DETERMINED BY THE 

PROCEDURES IN THE FINANCIAL ANALYSIS HANDBOOK ADOPTED BY THE NATIONAL 

ASSOCIATION OF INSURANCE COMMISSIONERS.  
(4)  NOTWITHSTANDING THE PREMIUM LIMITATION STATED ABOVE, THE COMMISSIONER 

MAY REQUIRE THAT ANY INSURER FILE AN ENTERPRISE RISK REPORT IF THE INSURER HAS 

RISK-BASED CAPITAL FOR COMPANY ACTION LEVEL EVENT AS SET FORTH IN SECTION 

3903.83 OF THE REVISED CODE, OR MEETS ONE OR MORE OF THE STANDARDS OF AN 

INSURER DEEMED TO BE IN A HAZARDOUS FINANCIAL CONDITION.    
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OTHER MODEL EXEMPTIONS FOR SMALL COMPANIES 

 

NAIC Model Audit Rule Language 

A. Every insurer required to file an Audited financial report pursuant to this regulation that has 

annual direct written and assumed premiums, excluding premiums reinsured with the Federal Crop 

Insurance Corporation and Federal Flood Program, of $ 500,000,000 or more shall prepare a report 

of the insurer's or Group of insurers' Internal control over financial reporting, as these terms are 

defined in Section 3. The report shall be filed with the commissioner along with the Communication 

of Internal Control Related Matters Noted in an Audit described under Section 11. Management's 

Report of Internal Control over Financial Reporting shall be as of December 31 immediately 

preceding. 

 

B. Notwithstanding the premium threshold in Subsection A, the commissioner may require an 

insurer to file Management's Report of Internal Control over Financial Reporting if the insurer is in 

any RBC level event, or meets any one or more of the standards of an insurer deemed to be in 

hazardous financial condition as defined in (include reference to Corrective Action statute). 

 
NAIC RMORSA Model Act Exemption Language 
 
Section 6. Exemption.  

A. An insurer shall be exempt from the requirements of this Act, if  

(1) The insurer has annual direct written and unaffiliated assumed premium, including international 

direct and assumed premium but excluding premiums reinsured with the Federal Crop Insurance 

Corporation and Federal Flood Program, less than $500,000,000; and,  

(2) The insurance group of which the insurer is a member has annual direct written and unaffiliated 

assumed premium including international direct and assumed premium, but excluding premiums 

reinsured with the Federal Crop Insurance Corporation and Federal Flood Program, less than 

$1,000,000,000.  

B. If an insurer qualifies for exemption pursuant to paragraph (1) of subsection A, but the insurance 

group of which the insurer is a member does not qualify for exemption pursuant to paragraph (2) of 

subsection A, then the ORSA Summary Report that may be required pursuant to Section 5 shall 

include every insurer within the insurance group. This requirement may be satisfied by the 

submission of more than one ORSA Summary Report for any combination of insurers provided any 

combination of reports includes every insurer within the insurance group.  



 

 

 

  

 

 

C. If an insurer does not qualify for exemption pursuant to paragraph (1) of subsection A, but the 

insurance group of which it is a member qualifies for exemption pursuant to paragraph (2) of 

subsection A, then the only ORSA Summary Report that may be required pursuant Section 5 shall be 

the report applicable to that insurer.  

D. An insurer that does not qualify for exemption pursuant to subsection A may apply to the 

commissioner for a waiver from the requirements of this Act based upon unique circumstances. In 

deciding whether to grant the insurer’s request for waiver, the commissioner may consider the type 

and volume of business written, ownership and organizational structure, and any other factor the 

commissioner considers relevant to the insurer or insurance group of which the insurer is a member. 

If the insurer is part of an insurance group with insurers domiciled in more than one state, the 

commissioner shall coordinate with the lead state commissioner and with the other domiciliary 

commissioners in considering whether to grant the insurer’s request for a waiver.  

E. Notwithstanding the exemptions stated in this section,  

(1) The commissioner may require that an insurer maintain a risk management framework, conduct 

an ORSA and file an ORSA Summary Report based on unique circumstances including, but not 

limited to, the type and volume of business written, ownership and organizational structure, federal 

agency requests, and international supervisor requests.  

(2) The commissioner may require that an insurer maintain a risk management framework, conduct 

an ORSA and file an ORSA Summary Report if the insurer has Risk-Based Capital for company 

action level event as set forth in [insert cross-reference to appropriate section of Risk-Based Capital 

(RBC) Model Act], meets one or more of the standards of an insurer deemed to be in hazardous 

financial condition as defined in [insert cross-reference to appropriate section of Model Regulation 

to define standards and commissioner’s authority over companies deemed to be in hazardous 

financial condition], or otherwise exhibits qualities of a troubled insurer as determined by the 

commissioner.  

F. If an insurer that qualifies for an exemption pursuant to subsection A subsequently no longer 

qualifies for that exemption due to changes in premium as reflected in the insurer’s most recent 

annual statement or in the most recent annual statements of the insurers within the insurance group 

of which the insurer is a member, the insurer shall have one (1) year following the year the threshold 

is exceeded to comply with the requirements of this Act. 
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