
 
 

CONSUMER PRINCIPLES AND STANDARDS FOR  

INSURANCE REGULATION 
 

 

1. Consumers should have access to timely and meaningful information about the costs, 

terms, risks and benefits of insurance policies. 

 

 Meaningful disclosure prior to sale tailored for particular policies and written at the 

education level of the average consumer sufficient to educate and enable consumers to 

assess a particular policy and its value should be required for all insurance; it should be 

standardized by line to facilitate comparison shopping; it should include comparative 

prices, terms, conditions, limitations, exclusions, loss ratio expected, commissions/fees 

and information on seller (service and solvency); it should address non-English speaking 

or ESL populations.  

 Insurance departments should identify, based on inquiries and market conduct exams, 

populations that may need directed education efforts, e.g., seniors, low-income, low 

education. 

 Disclosure should be made appropriate for medium in which product is sold, e.g., in 

person, by telephone, on-line.  

 Loss ratios should be disclosed in such a way that consumers can compare them for 

similar policies in the market, e.g., a scale based on insurer filings developed by 

insurance regulators or an independent third party. 

 Non-term life insurance policies, e.g., those that build cash values, should include rate of 

return disclosure.  This would provide consumers with a tool, analogous to the APR 

required in loan contracts, with which they could compare competing cash value policies.  

It would also help them in deciding whether to buy cash value policies.  

 A free look period should be required; with meaningful state guidelines to assess the 

appropriateness of a policy and value based on standards the state creates from data for 

similar policies. 

 Comparative data on insurers’ complaint records, length of time to settle claims by size 

of claim, solvency information, and coverage ratings (e.g., policies should be ranked 

based on actuarial value so a consumer knows if comparing apples to apples) should be 

available to the public.  

 Significant changes at renewal must be clearly presented as warnings to consumers, e.g., 

changes in deductibles for wind loss. 

 Information on claims policy and filing process should be readily available to all 

consumers and included in policy information. 
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 Sellers should determine and consumers should be informed of whether insurance 

coverage replaces or supplements already existing coverage to protect against over-

insuring, e.g., life and credit.   

 Consumer Bill of Rights, tailored for each line, should accompany every policy. 

 Consumer feedback to the insurance department should be sought after every transaction 

(e.g., after policy sale, renewal, termination, claim denial). The insurer should give the 

consumer notice of feedback procedure at the end of the transaction, e.g., form on-line or 

toll-free telephone number.  

 

2. Insurance policies should be designed to promote competition, facilitate comparison-

shopping and provide meaningful and needed protection against loss. 

 

 Disclosure requirements above apply here as well and should be included in the design of 

policy and in the policy form approval process. 

 Policies must be transparent and standardized so that true price competition can prevail.  

Components of the insurance policy must be clear to the consumer, e.g., the actual 

current and future cost, including commissions and penalties. 

 Suitability or appropriateness rules should be in place and strictly enforced, particularly 

for investment/cash value policies. Companies must have clear standards for determining 

suitability and compliance mechanism.  For example, sellers of variable life insurance are 

required to find that the sales that their representatives make are suitable for the buyers.  

Such a requirement should apply to all life insurance policies, particularly when 

replacement of a policy is at issue.   

 “Junk” policies, including those that do not meet a minimum loss ratio, should be 

identified and prohibited. Low-value policies should be clearly identified and subject to a 

set of strictly enforced standards that ensure minimum value for consumers. 

 Where policies are subject to reverse competition, special protections are needed against 

tie-ins, overpricing, e.g., action to limit credit insurance rates.   

 

3. All consumers should have access to adequate coverage and not be subject to unfair 

discrimination. 

 

 Where coverage is mandated by the state or required as part of another 

transaction/purchase by the private market (e.g., mortgage), regulatory intervention is 

appropriate to assure reasonable affordability and guaranty availability. 

 Market reforms in the area of health insurance should include guaranty issue and 

community rating and, where needed, subsidies to assure that health care is affordable for 

all. 

 Information sufficient to allow public determination of unfair discrimination must be 

available.  Geo-code data, rating classifications and underwriting guidelines, for example, 

should be reported to regulatory authorities for review and made public.  

 Regulatory entities should conduct ongoing, aggressive market conduct reviews to assess 

whether unfair discrimination is present and to punish and remedy it if found, e.g., 

redlining reviews (analysis of market shares by census tracts or zip codes, analysis of 

questionable rating criteria such as credit rating), reviews of pricing methods, and 

reviews of all forms of underwriting instructions, including oral instructions to producers.   



3 

 

 Insurance companies should be required to invest in communities and market and sell 

policies to prevent or remedy availability problems in communities. 

 Clear anti-discrimination standards must be enforced so that underwriting and pricing are 

not unfairly discriminatory.  Prohibited criteria should include race, national origin, 

gender, marital status, sexual preference, income, language, religion, credit history, 

domestic violence, and, as feasible, age and disabilities.  Underwriting and rating classes 

should be demonstrably related to risk and backed by a public, credible statistical analysis 

that proves the risk-related result. 

 

4. All consumers should reap the benefits of technological changes in the marketplace that 

decrease prices and promote efficiency and convenience. 

 

 Rules should be in place to protect against redlining and other forms of unfair 

discrimination via certain technologies, e.g., if companies only offer better rates, etc. 

online.   

 Regulators should take steps to certify that online sellers of insurance are genuine, 

licensed entities and tailor consumer protection, UTPA, etc. to the technology to ensure 

consumers are protected to the same degree regardless of how and where they purchase 

policies. 

 Regulators should develop rules/principles for e-commerce (or use those developed for 

other financial firms if appropriate and applicable.)  

 In order to keep pace with changes and determine whether any specific regulatory action 

is needed, regulators should assess whether and to what extent technological changes are 

decreasing costs and what, if any, harm or benefits accrue to consumers.  

 A regulatory entity, on its own or through delegation to an independent third party, 

should become the portal through which consumers go to find acceptable sites on the 

web. The standards for linking to acceptable insurer sites via the entity and the records of 

the insurers should be public; the sites should be verified/reviewed frequently and the 

data from the reviews also made public.   

 

5. Consumers should have control over whether their personal information is shared with 

affiliates or third parties. 

 

 Personal financial information should not be disclosed for purposes other than the one for 

which it is given unless the consumer provides prior written or other form of verifiable 

consent. 

 Consumers should have access to the information held by the insurance company to make 

sure it is timely, accurate and complete.  They should be periodically notified how they 

can obtain such information and how to correct errors. 

 Consumers should not be denied policies or services because they refuse to share 

information (unless information is needed to complete the transaction). 

 Consumers should have meaningful and timely notice of the company’s privacy policy 

and their rights and how the company plans to use, collect and or disclose information 

about the consumer. 

 Insurance companies should have a clear set of standards for maintaining the security of 

information and have methods to ensure compliance. 
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 Health information is particularly sensitive and, in addition to a strong opt-in, requires 

particularly tight control and use only by persons who need to see the information for the 

purpose for which the consumer has agreed to the sharing of the data. 

 Protections should not be denied to beneficiaries and claimants because a policy is 

purchased by a commercial entity rather than by an individual (e.g., a worker should get 

privacy protection under workers’ compensation). 

 

6. Consumers should have access to a meaningful redress mechanism when they suffer 

losses from fraud, deceptive practices or other violations; wrongdoers should be held 

accountable directly to consumers. 

 

 Aggrieved consumers must have the ability to hold insurers directly accountable for 

losses suffered due to their actions.  UTPAs should provide private cause of action. 

 Alternative Dispute Resolution clauses should be permitted and enforceable in consumer 

insurance contracts only if the ADR process is: 1) contractually mandated with non-

binding results, 2) at the option of the insured/beneficiary with binding results, or 3) at 

the option of the insured/beneficiary with non-binding results. 

 Bad faith causes of action must be available to consumers. 

 When regulators engage in settlements on behalf of consumers, there should be an 

external, consumer advisory committee or other mechanism to assess fairness of 

settlement and any redress mechanism developed should be an independent, fair and 

neutral decision-maker. 

 Private attorney general provisions should be included in insurance laws. 

 There should be an independent agency that has as its mission to investigate and enforce 

deceptive and fraudulent practices by insurers, e.g., the reauthorization of FTC. 

 

7. Consumers should enjoy a regulatory structure that is accountable to the public, 

promotes competition, remedies market failures and abusive practices, preserves the 

financial soundness of the industry and protects policyholders’ funds, and is responsive 

to the needs of consumers.  

   

 Insurance regulators must have a clear mission statement that includes as a primary goal 

the protection of consumers. 

 The mission statement must declare basic fundamentals by line of insurance (such as 

whether the state relies on rate regulation or competition for pricing).  Whichever 

approach is used, the statement must explain how it is accomplished.  For instance, if 

competition is used, the state must post the review of competition (e.g., market shares, 

concentration by zone, etc.) to show that the market for the line is workably competitive, 

apply anti-trust laws, allow groups to form for the sole purpose of buying insurance, 

allow rebates so agents will compete, assure that price information is available from an 

independent source, etc.  If regulation is used, the process must be described, including 

access to proposed rates and other proposals for the public, intervention opportunities, 

etc. 

 Consumer bills of rights should be crafted for each line of insurance and consumers 

should have easily accessible information about their rights. 
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 Regulators should focus on online monitoring and certification to protect against 

fraudulent companies. 

 A department or division within the regulatory body should be established for education 

and outreach to consumers, including providing: 

o Interactive websites to collect from and disseminate information to consumers, 

including information about complaints, complaint ratios and consumer rights 

with regard to policies and claims. 

o Access to information sources should be user friendly. 

o Counseling services to assist consumers, e.g., with health insurance purchases, 

claims, etc. where needed should be established. 

 Consumers should have access to a national, publicly available database on complaints 

against companies/sellers, i.e., the NAIC database. (NAIC is implementing this.) 

 To promote efficiency, centralized electronic filing and use of centralized filing data for 

information on rates for organizations making rate information available to consumers, 

e.g., help develop the information brokering business.   

 Regulatory system should be subject to sunshine laws that require all regulatory actions 

to take place in public unless clearly warranted and specified criteria apply.  Any insurer 

claim of trade secret status of data supplied to the regulatory entity must be subject to 

judicial review with the burden of proof on the insurer. 

 Strong conflict of interest, code of ethics and anti-revolving door statutes are essential to 

protect the public. 

 Election of insurance commissioners must be accompanied by a prohibition against 

industry financial support in such elections. 

 Adequate and enforceable standards for training and education of sellers should be in 

place.  

 The regulatory role should in no way, directly or indirectly, be delegated to the industry 

or its organizations.  

 The guaranty fund system should be prefunded, national fund that protects policyholders 

against loss due to insolvency. It is recognized that a phase-in program is essential to 

implement this recommendation. 

 Solvency regulation/investment rules should promote a safe and sound insurance system 

and protect policyholder funds, e.g., providing a rapid response to insolvency to protect 

against loss of assets/value. 

 Laws and regulations should be up to date with and applicable to e-commerce. 

 Antitrust laws should apply to the industry. 

 A priority for insurance regulators should be to coordinate with other financial regulators 

to ensure consumer protection laws are in place and adequately enforced regardless of 

corporate structure or ownership of insurance entity.  Insurance regulators should err on 

side of providing consumer protection even if regulatory jurisdiction is at issue.  This 

should be stated mission/goal of recent changes brought about by GLB law. 

o Obtain information/complaints about insurance sellers from other agencies and 

include in databases. 

 A national system of “Consumer Alerts” should be established by the regulators, e.g., 

companies directed to inform consumers of significant trends of abuse such as race-based 

rates or life insurance churning. 
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 Market conduct exams should have standards that ensure compliance with consumer 

protection laws and be responsive to consumer complaints; exam standards should 

include agent licensing, training and sales/replacement activity; companies should be 

held responsible for training agents and monitoring agents with ultimate review/authority 

with the regulator.  Market conduct standards should be part of an accreditation process. 

 The regulatory structure must ensure accountability to the public it serves.  For example, 

if consumers in state X have been harmed by an entity that is regulated by state Y, 

consumers would not be able to hold their regulators/legislators accountable to their 

needs and interests.  To help ensure accountability, a national consumer advocate office 

with the ability to represent consumers before each insurance department is needed when 

national approaches to insurance regulation or “one-stop” approval processes are 

implemented. 

 Insurance regulator should have standards in place to ensure mergers and acquisitions by 

insurance companies of other insurers or financial firms, or changes in the status of 

insurance companies (e.g., demutualization, non-profit to for-profit), meet the needs of 

consumers and communities.  

 Penalties for violations must be updated to ensure they serve as incentives against 

violating consumer protections and should be indexed to inflation. 

 

8. Consumers should be adequately represented in the regulatory process.  

 

 Consumers should have representation before regulatory entities that is independent, 

external to regulatory structure and should be empowered to represent consumers before 

any administrative or legislative bodies. To the extent that there is national treatment of 

companies, a national partnership, or “one-stop” approval, there must be a national 

consumer advocate’s office created to represent the consumers of all states before the 

national treatment state, the one-stop state or any other approving entity. 

 Insurance departments should support public counsel or other external, independent 

consumer representation mechanisms before legislative, regulatory and NAIC bodies. 

 Regulatory entities should have a well-established structure for ongoing dialogue with 

and meaningful input from consumers in the state, e.g., a consumer advisory committee.  

This is particularly true to ensure that the needs of certain populations in the state and the 

needs of changing technology are met.  

 

 

 


