NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

STATE-FEDERAL RELATIONS COMMITTEE/NCOIL-NAIC DIALOGUE

SAVANNAH, GEORGIA
MARCH 2, 2007
MINUTES
The National Conference of Insurance Legislators (NCOIL) State-Federal Relations Committee met at the Hyatt Regency Savannah in Savannah, Georgia, on Friday, March 2, 2007, at 2:00 p.m.
Rep. Craig Eiland of Texas, Chair of the Committee, presided.

Other members of the Committee present were:

	            Sen. Steven Geller, FL


Sen. Ralph Hudgens, GA

Sen. Ruth Teichman, KS 
Rep. Robert Damron, KY
Rep. Shirley Bowler, LA

Rep. Fulton Sheen, MI
Sen. Neil Breslin, NY

Assem. Ivan Lafayette, NY

	Sen. William Larkin, NY

Sen. James Seward, NY

Rep. George Keiser, ND
Sen. Steve Stivers, OH
Rep. Brian Kennedy, RI

Del. Harvey Morgan, VA

Rep. Virginia Milkey, VT




Other legislators present were: 
	            Rep. Pat Patterson, FL


Sen. James Lewis, IN


Sen. Nancy Sullivan, ME


Sen. Alan Sanborn, MI

Sen. Michael Chaney, MS


Assem. Nancy Calhoun, NY


	            Sen. Jake Corman, PA


Rep. Robert Godshall, PA


Sen. Stewart Greenleaf, PA


Sen. Jeff Plale, WI


Sen Dale Schultz, WI


Also in attendance were:


Susan Nolan, Nolan Associates, NCOIL Executive Director


Candace Thorson, NCOIL Deputy Executive Director


Kevin Horan, NCOIL Director of State-Federal Relations

Mike Humphreys, NCOIL Director of Legislative Affairs and Education, 


Health, Life, and Workers’ Compensation

MINUTES

The Committee voted unanimously to approve the minutes of its meeting on November 10, 2006, in Napa Valley, California.
OPTIONAL FEDERAL CHARTER LEGISLATION
Kevin McKechnie, representing the American Bankers Insurance Association (ABIA), stated the Sununu /Johnson optional federal charter (OFC) bill, named after its sponsors Senators John Sununu (R-NH) and Tim Johnson (D-SD), would be reintroduced in late April or May.  He also stated that Representative Paul Kanjorski (D-PA), Chairman of the Capital Markets, Insurance, and Government-Sponsored Enterprises Subcommittee, is looking to introduce either a life-only OFC bill or one that also includes property-casualty insurance.  Mr. McKechnie stated that there could be action on OFC legislation after Congress deals with the issue of terrorism insurance.

Wes Bissett, representing the Independent Insurance Agents and Brokers of America (IIABA), stated that he believes that OFC legislation was not likely to be considered as soon as Mr. McKechnie stated because the McCarran-Ferguson Act debate is overshadowing it.

MCCARRAN-FERGUSON ACT LEGISLATION

Mr. Horan reported that legislation to repeal the McCarran-Ferguson Act was introduced in the Senate on February 15 by Judiciary Committee Chairman Patrick Leahy (D-VT) and Ranking Member Arlen Specter (R-PA) and co-sponsored by Senator Trent Lott (R-MS) and Majority Leader Harry Reid (D-NV).  He stressed that with Senators Lott and Reid as co-sponsors, the bill was truly bipartisan.  Mr. Horan reported that the Senate Judiciary Committee would hold a hearing on the issue the following week and could act on the bill in the coming months.
Rep. Bowler requested that staff make available a copy of the McCarran-Ferguson Act, marked-up to reflect the proposed legislation’s changes.  Mr. Horan said one would be available shortly.

LONG-TERM SOLUTIONS TO TERRORISM INSURANCE

Julie Gackenbach, representing Confrere Strategies, reported that the insurance industry had coalesced around a dual approach for a new terrorism risk insurance program.  She reported that this approach would offer a permanent “TRIA-like” system for conventional losses and a separate system for nuclear, chemical, biological, and radiological (NBCR) risks, for which the details were still being worked out.  Ms. Gackenbach stated that the industry stands by the need for a permanent program that would have individual retention levels, trigger levels, and aggregate industry levels that would reflect economic realities and allow for the continued participation of small and medium-sized insurers.  
Ms. Gackenbach reported that no legislation had been introduced, but she did state that the Senate recently held its first hearing on the issue and that the House would be having its first hearing the following week.  She reported that, in the Senate hearing, most Republicans and a few Democrats signaled they would oppose a permanent program, although Judiciary Committee Chairman Christopher Dodd (D-CT) has publicly supported a permanent system.  Ms. Gackenbach reported that many members in both the House and Senate endorse a long-term, but not permanent, fix of between six (6) to 16 years.  She also said there is still debate as to the size and scope of a new program, with some members wanting to include group life and workers’ compensation.
Wayne McOwen of GUARD Financial Group reported on the activities of the Terrorism Impact & Education Study group (TIES),   He said the group was working on an information initiative to educate members of Congress on the need to include workers’ compensation in any terrorism risk insurance program.

Sen. Geller questioned whether natural disaster would be wrapped into any terrorism risk legislation.  Cheye Calvo, representing the National Association of Insurance Commissioners (NAIC), responded that it was unlikely natural disaster would be included. 
SURPLUS LINES COMPACT
Dan Maher, representing the Excess Line Association of New York (ELANY), gave an update on efforts to create a surplus lines interstate compact.  He reported that the single biggest problem facing the surplus lines market was multi-state risk.  Mr. Maher said that in such arrangements a broker must decide which state laws apply, and he commented that the process was unnecessarily confusing and inaccurate.  He stated that the creation of a compact would set in place one clear set of regulations and laws and that this would provide brokers with a single clearinghouse for filing.
Mr. Maher went on to report that a broker would need to file with only the home state of an insured, but would report to any other states associated with the transaction the percentage of risk occurring within their borders.   This data would then be shared with all states so that they know what they are entitled to receive.  
Mr. Maher said a compact would standardize the diligent search process that must take place in order for an insured to access the surplus lines market.  Mr. Maher explained that, as the compact draft was currently written, states would be able to opt out of standards created by the compact.  He commented that supporters of the compact would rather have states opt out of standards that may conflict with their own requirements instead of opting out of the compact.
Mr. Calvo noted that the NAIC had not taken a position on a surplus lines compact but stated that a more streamlined system could enhance state revenue.
INTERSTATE COMPACT COMMISSION

Rep. Kennedy gave an update on the activities of the Interstate Insurance Product Regulation Commission (IIPRC) and the Legislative Committee.  He reported that the IIPRC had recently hired an executive director, Frances Arricale, and that Rep. Bob Damron had been elected Chairman of the Legislative Committee.  He reported that the IIPRC continued to meet on almost a bi-weekly basis via conference calls and would have a meeting in New York City during the March 9 through 12 NAIC Spring Meeting.  He said that he and Rep. Damron would attend.  Lastly, Rep. Kennedy stated that the IIPRC was moving forward with product standards and that the IIPRC hoped to begin receiving filings in the coming months.  
NCOIL SUPPORT FOR THE IIPRC
Rep. Bowler, sponsor of a proposed Resolution Withdrawing NCOIL Support of the NAIC Interstate Insurance Product Regulation Commission, said, among other things, that the IIPRC was not an elected body and that its decisions superseded state laws, thereby disenfranchising citizens of states impacted by the IIPRC’s decisions.  She commented that the IIPRC infringed on most, if not all, elements of an open, public government, including provisions regarding ethical standards, civil service, public bids, procurement, disposal of property, public records, open meetings, and administrative procedures.

Rep. Bowler called on the Committee to support her resolution, which she said would withdraw NCOIL support for the IIPRC in favor of working aggressively on other methods to achieve efficiency and uniformity in state regulation.
Following discussion, the Committee voted via voice vote against adopting the resolution.

NAIC ACCREDITATION ISSUES
Mr. Alldredge, representing NAMIC, said the NAIC was working to expand the accreditation process without appropriate legislative scrutiny.  Mr. Alldredge stated that at the upcoming NAIC meeting in New York City the NAIC would consider adding 12 model acts, including the model audit rule discussed earlier by the Financial Services and Investment Products Committee and elements of an Insurance Receivership Model Act (IRMA) that NCOIL was already on record as opposing as an accreditation standard.  
Sen. Geller said that he would like to further discuss the issue but does not want to bring the debate back to where it was when the NAIC and NCOIL were “at war” in the 1990s.
Rep. Eiland stated that the State-Federal Relations Committee would discuss the accreditation process with the NAIC in further depth at the NCOIL Summer Meeting.
USE OF LEGAL SETTLEMENTS AS PUBLIC POLICY INSTRUMENTS
Mr. Bissett commented that some attorneys general and insurance regulators were usurping the authority of lawmakers by using legal settlements as a way to implement public policy.  He stated that he is concerned that the settlements include provisions that extend beyond the purview of attorneys general and insurance regulators.  Mr. Bissett also said that the settlements interfere with the rights of private parties to contract, ban the payment and/or receipt of forms of compensation that are legal in every state, and require entities not party to the settlements to take actions that are inconsistent with state laws.  
Mr. Bissett urged the Committee to adopt a proposed Resolution Concerning the Recent Use of Legal Settlements as Public Policy Instruments in the Insurance Arena.  He said the resolution would reaffirm NCOIL’s commitment to state regulation of insurance and recognize legislatures’ exclusive authority to enact insurance laws and public policy measures.  Among other things, he said, the resolution would also state that NCOIL opposes the use of legal settlements as a vehicle for attorneys general and/or insurance regulators to implement public policy in the insurance arena. 
Sen. Stivers moved that the Committee consider the resolution. Rep. Eiland said he would prefer that the Committee defer the resolution to the NCOIL Summer Meeting, citing the absence of Reps. Greg Wren (AL) and Rich Golick (GA), the resolution’s sponsors.  Rep. Eiland also stated that he had issues with the resolution and that NCOIL should not rush to pass the resolution but should look into it further. He said that, among them, federal preemption is a serious concern for NCOIL and that the National Association of Attorneys General (NAAG) is one of our partners in opposing preemption.  He commented that the language in the resolution was unnecessarily strong and that some attorneys general may have the duty under their own state statutes to enter into these types of legal settlements.  
Sen. Stivers withdrew his motion.  Rep. Eiland said NCOIL should invite NAAG to Seattle to discuss the issue.
OTHER BUSINESS

Rep. Kennedy reported to the Committee that he had introduced in the Rhode Island House an NCOIL Market Conduct Surveillance Model Act.  He further stated that the Corporations Committee, which he chaired, held a hearing on the bill and that he was working with the state insurance superintendent to resolve some issues of concern.
ADJOURNMENT
There being no further business, the meeting adjourned at 3:30 p.m.
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