NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

STATE-FEDERAL RELATIONS COMMITTEE/NCOIL-NAIC DIALOGUE

SEATTLE, WASHINGTON

JULY 20, 2007

DRAFT MINUTES

The National Conference of Insurance Legislators (NCOIL) State-Federal Relations Committee met at the Sheraton Seattle Hotel & Towers in Seattle, Washington, on Friday, July 20, 2007, at 3:00 p.m.

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

Other members of the Committee present were:


Rep. Kurt Olson, AK


Sen. William J. Larkin, Jr., NY


Rep. Greg Wren, AL


Sen. James Seward, NY


Sen. Ralph Hudgens, GA

Sen. Steve Stivers, OH


Sen. Ruth Teichman, KS

Rep. Ronald Peterson, OK

Rep. Robert Damron, KY

Rep. Brian Kennedy, RI

Sen. Alan Sanborn, MI

Rep. Virginia Milkey, VT

Rep. Fulton Sheen, MI

Other legislators present were: 


Rep. Pat Patterson, FL

Sen. Steve Saland, NY

Rep. Ron Crimm, KY


Rep. William Batchelder, OH


Rep. Tommy Thompson, KY

Sen. David Bates, RI


Sen. Delores Kelley, MD

Sen. William Walaska, RI



Rep. Joe Atkins, MN


Rep. Charles Curtiss, TN


Sen. Pete Pirsch, NE


Rep. Kathleen Keenan, VT

Rep. Donald Flanders, NH

Rep. Warren Kitzmiller, VT

Also in attendance were:


Susan Nolan, Nolan Associates, NCOIL Executive Director


Candace Thorson, NCOIL Deputy Executive Director


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 March 2, 2007, in Savannah, Georgia.

OPTIONAL FEDERAL CHARTER LEGISLATION
Kevin McKechnie of the American Bankers Insurance Association (ABIA) said Senators John Sununu (R-NH) and Tim Johnson (D-SD) had introduced S. 40, the National Insurance Act of 2007, in April.  He said the bill would establish a dual federal/state system of regulation and supervision for insurers and insurance producers, and noted that the optional federal charter (OFC) bill had been expanded from last year’s proposal to include surplus lines insurance.  He informed members that Congressman Ed Royce (R-CA) would introduce companion legislation in the House.  Mr. McKechnie stated that the 2008 presidential election had slowed OFC progress in the Senate and that Senators may try to hold a hearing on S. 40 in the fall.

Mr. McKechnie said that an OFC coalition would, by Labor Day, include 15 members and represent 95 percent of all banking assets in the country, 95 percent of all life insurance premium, 56 percent of all property-casualty business, and almost all reinsurance interests.  

Rep. Wren, representing the Coalition Opposed to a Federal Insurance Regulator (COFIR), said that in June the Council of State Governments (CSG) and National Association of Attorneys General (NAAG) approved a resolution and a position paper, respectively, opposing an OFC.  He said that he expected the National Conference of State Legislatures (NCSL) and National Governors Association (NGA) to adopt similar resolutions during upcoming national meetings.  He further stated that the American Legislative Exchange Council (ALEC) would also debate an OFC resolution.        
Rep. Kennedy said that the Committee had before it a proposed NCOIL letter to Sens. Sununu and Johnson that opposed S. 40.  He urged members to approve the letter and refer it to the NCOIL Executive Committee so that Executive Committee members could sign the document.  Following a friendly amendment by Rep. Eiland that would include CSG in a list of organizations opposed to an OFC, members voted unanimously to approve the letter.    
McCarran-Ferguson act
Neil Alldredge of the National Association of Mutual Insurance Companies (NAMIC) said that S. 618, the Insurance Industry Competition Act of 2007, would repeal the limited antitrust exemption granted to insurance companies under the McCarran-Ferguson Act.  He said that several senators support the measure but that there is little support in the House.  He noted that industry representatives and state legislatures oppose S. 618.  He speculated that S. 618 would not advance through the Senate as a stand-alone bill, but he cautioned that senators may try to attach it to a more popular measure.   
Rep. Kennedy said that a proposed Resolution in Opposition to Amending or Repealing the McCarran-Ferguson Act would reinforce concerns regarding McCarran-Ferguson Act repeal.  He said the resolution would oppose S. 618, affirm state authority to regulate the business of insurance, and recognize the importance of McCarran-Ferguson’s limited insurer antitrust exemption.  Upon a motion made and seconded, members voted unanimously to adopt the resolution.

Long-Term Solutions to Terrorism Insurance

Julie Gackenbach of Confrere Strategies stated that the current federal backstop for terrorism insurance would expire on December 31, 2007.  She said that Congressman Barney Frank (D-MA) had introduced H.R. 2761, the Terrorism Risk Insurance Revision and Extension Act of 2007, and that the House Financial Services Committee planned to mark-up the proposal.  She noted that introduction of a Senate bill was expected.

Ms. Gackenbach said that H.R. 2761 would, among other things, provide for a ten-year extension of the terrorism insurance program; expand the program to cover domestic terrorism and group life insurance; and establish a separate parallel system to address nuclear, chemical, biological, and radiological (NCBR) risks.    

Dennis Smith, representing the American Association of State Compensation Insurance Funds (AASCIF), said that H.R. 2761 would establish a ten-year commission to be comprised of various interested parties, including insurance and real estate representatives.  He said the commission would report to Congress and the President every three years on the status of the terrorism insurance program, as well as insurance industry efforts to develop a terrorism insurance product.  He said the commission would also make recommendations regarding necessary legislation.     
Interstate Insurance Product Regulation Compact

Ohio Insurance Director Mary Jo Hudson announced that the Interstate Insurance Product Regulation Commission (IIPRC) had opened for business and that it had received and approved two company filings in June.  She said that after a company filing is approved, the company may offer the approved product in every IIPRC member state.  She noted that the IIPRC had approved 22 product standards for life insurance products.  She reported that 30 states had enacted compact legislation and joined the IIPRC.   
Rep. Damron said the IIPRC includes a legislative committee, an industry advisory committee, and a consumer advisory committee.  He urged non-member states to join the IIPRC and said that consumers from member states would benefit through faster speed-to-market for new products.  
Responding to a question from Rep. Eiland, Rep. Damron reported that member states do not lose filing fees for insurance products.  He said the IIPRC collects and distributes the money to the participating states.   
Surplus Lines Interstate Compact

Phil Ballinger of the Surplus Lines Stamping Office of Texas said that surplus lines insurance was originally conceived in the 1890s as a transaction that would never cross state boundaries, but he noted that the business had evolved since that time.  He said states had not updated their laws to address the new market and described problems agents face trying to comply with inconsistent and conflicting state policies.  
Mr. Ballinger said that an informal “Group of 60” had been established in 2006 to address issues in the regulation of surplus lines.  He said the Group included stamping offices, insurance regulators, tax officials, and trade association representatives.  He reported that the Group had created an interstate compact proposal that would (1) protect state tax revenue; (2) streamline and improve the efficiency of surplus lines markets; (3) provide for exclusive single-state regulatory compliance; (4) establish a national clearinghouse for the receipt and dissemination of premium tax data; and (5) authorize a compact commission to adopt mandatory rules for premium taxes and uniform regulatory requirements.  He noted that states would be permitted to opt out of regulatory rules.  

Answering a question from Rep. Eiland, Mr. Ballinger said that the compact proposal would be presented to the National Association of Insurance Commissioners (NAIC) at its September meeting and introduced to NCOIL during its November Annual Meeting.

NAIC Accreditation Standards

Rhode Island Insurance Superintendent Joe Torti, chair of the NAIC Financial Regulation Standards and Accreditation (F) Committee, called the NAIC accreditation program a success because, he said, it has improved solvency regulation.  He said it was designed as a partnership between state lawmakers and insurance regulators, and he credited the working relationship between the two parties as leading to the success of the program.

Superintendent Torti said that while NCOIL has been critical of the NAIC process for including model laws as accreditation standards, the NAIC had developed 33 new model laws, and revised an additional 56 since 1999, but only four (4) of those models are required as accreditation standards.  He said the process for including models required thorough deliberation and input from all stakeholders and stressed that only models crucial for financial solvency had been added as accreditation standards.         
Superintendent Torti also noted that the NAIC voted in June to expose for one year, commencing in January of 2008, a Model Audit Rule, and a substitution to the accreditation program’s reference to an old receivership model with the name of a new Insurance Receivership Model Act (IRMA).  He said the NAIC would not vote on including either as accreditation standards until 2009.   

Mr. Alldredge expressed concern regarding legislative participation in the accreditation process and noted that standards that are technical in nature may be adopted by regulation without legislative approval.  He cited the Model Audit Rule as an example of a product that several states plan to enact by regulation.  He said that a standard should not be considered for inclusion into the accreditation program until it had been adopted by a majority of the states.      
Rep. Kennedy said that NCOIL was concerned about what he called a degradation of the process by which the NAIC chooses accreditation standards.  He said that since 1997, NCOIL has stressed the need for a three-year exposure period in the states for prospective models and that no model should become an accreditation standard unless it had been passed by 26 states.  He stated that the NAIC had cut the NCOIL-proposed exposure period from three years to one, and he questioned the purpose of including models that have not received significant support in the states.       

After further discussion, Superintendent Torti explained that the NAIC reviews the number of states that have approved a model before choosing accreditation standards and that a model with little state support would probably not be selected as a standard.

Sen. Seward urged the NAIC to formalize its position that a model must receive state support before being accepted as an accreditation standard and suggested including a 26-state requirement for a model to be included in the program.  Superintendent Torti said that the NAIC would consider the proposal.

NAIC Model Law Process

Andy Beal of the NAIC said that the NAIC had instituted a new process for adopting model laws in order to exercise better control over the development of models.  He reported that the new process would require model laws to meet a two-pronged test before being developed.  He said models would need to address a national issue that requires uniformity and that state insurance regulators must agree to devote significant resources to educate and support the model act in their respective states.

Rep. Kennedy said the NAIC model law framework was adopted by the NAIC prior to its June meeting during a conference call that was closed to the public.  He added that the policy had led to regulator confusion.       
Executive Sessions of Public Policy Officials

Rep. Kennedy said that he and NAIC President Alabama Insurance Commissioner Walter Bell had been in communication regarding NAIC policies and meeting agendas.  He reported that, in their conversations Commissioner Bell was optimistic that changes would be made at future NAIC meetings related to name badges for attendees and a dialogue with legislators.  Rep. Kennedy said that he had suggested to Commissioner Bell that the NAIC schedule a commissioner-legislator dialogue during its upcoming meeting to discuss issues of common concern.       

Rep. Kennedy then described a proposed Resolution Opposing Certain Executive Sessions of Public Policy Officials which, he said, would recognize the importance of Open Meetings Laws and acknowledge certain appropriate exceptions including, among others, discussion of pending litigation, personnel, and budget matters.  He noted that the NAIC had amended its open meetings policy in 2001 to permit the closing of meetings for legislative strategy.  He said the resolution would urge the NAIC and all other associations of state officials to conduct all meetings in open session, as appropriate.
Upon a motion made and seconded, members voted overwhelmingly to adopt a proposed Resolution Opposing Certain Executive Sessions of Public Policy Officials.  Rep. Peterson voted against adoption.
Legal Settlements as Public Policy Instruments

Rep. Eiland recommended that, due to a Saturday general session regarding the role of state attorneys general in insurance public policy making, and also due to time constraints, members defer 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, until the 2007 NCOIL Annual Meeting.  Upon a motion made and seconded, members voted unanimously to defer consideration.
ADJOURNMENT
There being no further business, the meeting adjourned at 4:30 p.m.
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