NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

STATE-FEDERAL RELATIONS COMMITTEE/NCOIL-NAIC DIALOGUE

LAS VEGAS, NEVADA
NOVEMBER 16, 2007

DRAFT MINUTES

The National Conference of Insurance Legislators (NCOIL) State-Federal Relations Committee met at the Rio All-Suites Hotel and Casino in Las Vegas, Nevada, on Friday, November 16, 2007, at 1:20 p.m.

Rep. Craig Eiland of Texas, chair of the Committee, presided.

Other members of the Committee present were:


Rep. Greg Wren, AL


Assem. Ivan Lafayette, NY

Sen. Joe Crisco, CT


Sen. William J. Larkin, Jr., NY

Sen. Ruth Teichman, KS

Sen. James Seward, NY

Rep. Robert Damron, KY

Rep. Brian Kennedy, RI

Rep. Tommy Thompson, KY

Rep. Larry Taylor, TX
Sen. Alan Sanborn, MI


Rep. Gini Milkey, VT


Rep. Fulton Sheen, MI


Del. Harry Keith White, WV

Rep. Frank Wald, ND

Other legislators present were: 

Rep. Robert Herkes, HI


Sen. Harvey Tallackson, ND



Sen. Tom Buford, KY


Rep. Donald Flanders, NH


Rep. Joseph Fischer, KY

Rep. Jim Raussen, OH



Rep. Dennis Horlander, KY

Rep. Charles Key, OK


Sen. Richard Roeding, KY

Rep. Hubert Vo, TX

Sen. Linda Scheid, MN


Rep. James Dunnigan, UT
Also in attendance were:


Susan Nolan, Nolan Associates, NCOIL Executive Director


Candace Thorson, NCOIL Deputy Executive Director


Mike Humphreys, NCOIL Director of State-Federal Relations


Jordan Estey, NCOIL Director of Legislative Affairs & Education
MINUTES

The Committee voted unanimously to approve the minutes of its meeting, as well as the minutes of a special Committee meeting on producer and company licensing, both on July 20, 2007, in Seattle, Washington.

OPTIONAL FEDERAL CHARTER (OFC) LEGISLATION
Mr. Humphreys said the U.S. House Subcommittee on Capital Markets, Insurance, and Government Sponsored Enterprises held hearings on October 3 and 30 to discuss insurance regulatory reform, and he noted that Rep. Eiland represented NCOIL at the October 30 hearing.  Mr. Humphreys said the hearings were part of a series the Committee will hold to determine how to reform insurance marketplaces.   
Rep. Eiland reported that during his congressional testimony he stated that until an identical product is available for the same price nationally, there is little argument for a single federal regulator.  He said that only life insurance products are similar across state boundaries.  Rep. Eiland urged legislators to implement the Interstate Insurance Product Regulation Compact and an NCOIL Market Conduct Surveillance Model Law—and emphasized the importance of having large states adopt uniform measures—to counter arguments from OFC proponents that the states cannot address uniformity.

Brett Palmer of the National Association of Insurance Commissioners (NAIC) said that NAIC President Commissioner Walter Bell (AL) had testified during the October 3 hearing that states have achieved many successes in regulating insurance, but that their successes are often unappreciated.  He cited a System for Electronic Rate and Form Filing (SERFF) as a success and noted that a new version had been released in August, which insurance industry representatives had praised.  Mr. Palmer said that Congressman Barney Frank (D-MA), House Committee on Financial Services chair, recently announced that an OFC bill would not pass in 2007 because of significant opposition.

Kevin McKechnie of the American Bankers Insurance Association (ABIA) and representing the Optional Federal Charter Coalition (OFCC) emphasized the importance of Congress considering a large number of insurance bills.  He said that Congress was being asked to intervene in the insurance marketplace to address surplus lines, agent licensing, terrorism and flood insurance, among other issues, and noted that if Congress passes many of the bills, the Treasury Department would seek authority to operate as a federal regulator.    
Rep. Wren, representing the Coalition Opposed to a Federal Insurance Regulator (COFIR), said that tremendous resources have been used by OFC proponents.  He said that NCOIL has historically opposed an OFC and noted that current legislation could supplant state insurance regulators, attorneys general, legislators, and governors regarding insurance regulation.  
Mr. Palmer opined that the Treasury Department had commenced a review of the entire financial services regulatory structure, including insurance.  He said the review was part of a coordinated effort in support of an OFC and coincided with a Government Accountability Office (GAO) review of all previous GAO reports related to insurance.  He reported that both studies would be completed in early 2008.    
Rep. Eiland said that a proposed letter from the NCOIL Executive Committee would be submitted in accordance with the Treasury Department’s request for comment.  He said the letter would describe state efforts to address uniformity, including an IIPRC, and argue that creating an OFC would harm, not help, consumers.  
Following a unanimous vote to waive the NCOIL 30-day deadline rule, members voted unanimously to submit the letter to the Treasury Department.  A technical amendment to address the letter to Secretary Henry Paulson was also approved. 

McCarran-Ferguson act

Neil Alldredge of the National Association of Mutual Insurance Companies (NAMIC) cautioned that although no action was imminent on legislation to repeal the limited antitrust exemption granted to insurers under the McCarran-Ferguson Act, proponents included legislative leaders Senators Harry Reid (D-NV), Trent Lott (R-MS), and Patrick Leahy (D-VT), as well as House Speaker Nancy Pelosi (D-CA).  He added that Congress could try to attach McCarran-Ferguson repeal to legislation supported by the insurance industry.

Interstate Insurance Product Regulation COMMISSION
Director Mary Jo Hudson (OH), vice chair of the IIPRC, said the IIPRC provides a central product filing platform for qualified life insurance products and noted that insurers can file a product under one set of uniform standards and offer an approved product in all 30 IIPRC member jurisdictions.  

Director Hudson then updated members on IIPRC progress since the NCOIL Summer Meeting.  She said the IIPRC has approved nine product filings and has 20 filings in queue.  She reported that New York, New Jersey, Illinois, Wisconsin, and the District of Columbia have Compact legislation pending.

Rep. Damron, chair of an IIPRC Legislative Committee, added that members of the Legislative Committee from NCOIL and the National Conference of State Legislatures (NCSL) have been working with lawmakers from non-members states regarding enacting Compact legislation.    
NCOIL-NAIC DIALOGUE

Rep. Kennedy said that the NAIC has taken several positive steps since the NCOIL Summer Meeting, including creating a new badge system to distinguish between those who can and cannot attend NAIC sessions, and scheduling an NAIC-legislator dialogue during NAIC meetings.  He reported that at the inaugural NAIC-legislator dialogue in September legislators requested an opportunity to suggest future agenda items.  He said that an educational briefing on SERFF would be scheduled during the liaison meeting at the NAIC Winter Meeting.  

Brett Palmer of the NAIC, responding to a question from Rep. Eiland, said that SERFF is an on-line Web-based system where companies can file rates and forms in a single location.  He said that while all states use SERFF, regulators need legislator assistance to promote fuller use of the system.    

Director Hudson said that regulators and legislators share an interest in several issues including speed-to-market, market conduct, and agent licensing and suggested that participants in the next NAIC-legislator liaison meeting discuss a 2008 legislative outlook regarding such issues.  

Surplus Lines Interstate Compact

Ted Pierce of the Surplus Lines Association of California described a Surplus Lines Multi-State Compliance Compact (SLIMPACT) as an administrative compact, rather than one that would approve products.  He said SLIMPACT would clarify state law to ease the regulatory burdens on excess and surplus lines (E & S) brokers who place multi-state risk and would allow each compacting state to collect taxes on all non-admitted risk that exists in the state.
Mr. Pierce said SLIMPACT would require E & S brokers to file E & S transactions and data only in the home state of an insured on a multi-state risk, and he noted that SLIMPACT would save E & S brokers hundreds of millions of dollars in frictional costs associated with trying to pay taxes on a state-by-state basis.  He further said that SLIMPACT could prompt compacting states to agree on uniform compliance standards.  
Mr. Pierce said that, under SLIMPACT, a new commission would create a clearinghouse to receive transaction and tax data and to periodically issue a report regarding the amount of money that each state is owed and by which broker.  

Regarding federal surplus lines activity, Brett Palmer of the NAIC reported that H.R. 1065, the Nonadmitted and Reinsurance Reform Act, had again passed the House and may be the subject of future Senate hearings.  He said that the bill would require an interstate compact to determine the allocation of tax monies.  Failure to have a compact, he noted, would create a situation in which a state collecting tax money would have no mechanism or obligation to return that money to other states.    
Mr. Humphreys said that a proposed Resolution in Support of Surplus Lines Insurance Multi-State Compliance Compact (“SLIMPACT”), which he said would encourage state adoption of SLIMPACT, had not been submitted in accordance with the 30-day deadline rule.  He said the proposal would require a two-thirds vote to allow for Committee consideration.  Upon motions made and seconded, the Committee unanimously waived the 30-day rule and adopted the draft resolution.
Legal Settlements as Public Policy Instruments

In recognition of a report on Phase II recommendations of an ILF Study on State Authority, legislators deferred until the 2008 NCOIL Spring Meeting consideration of a proposed Resolution Concerning the Recent Use of Legal Settlements As Public Policymaking Instruments in the Insurance Arena, as well as a friendly amendment to the resolution.  Rep. Eiland noted that Phase II would address issues related to the proposed resolution, which, among other things, would express concern regarding the public policy implications of recent legal settlements with insurers.
PROPOSED 2008 COMMITTEE CHARGES

Mr. Humphreys said proposed Committee charges for 2008 were as follows:

· expand efforts to educate Congress on the benefits of a state-based insurance system, oppose federal preemptive measures, and pursue joint initiatives with other organizations as appropriate
· expand efforts regarding implementation of state modernization initiatives, specifically related to market conduct surveillance, rate and form filing, and speed-to-market for life insurance products

· explore, as authorized by the Insurance Legislators Foundation (ILF) Board, development of proposals—based on recommendations contained in an ILF Study on State Authority—that would enhance state insurance regulation

· support implementation and expansion of the Interstate Insurance Product Regulation Compact (IIPRC), and monitor progress regarding a proposed surplus lines compact, developing a position as appropriate

· monitor NAIC activity regarding accreditation and open meetings

Upon a motion made and seconded, the Committee unanimously approved the charges.
ADJOURNMENT
There being no further business, the meeting adjourned at 2:40 p.m.
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