NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

PROPERTY-CASUALTY INSURANCE COMMITTEE

WASHINGTON, DC
FEBRUARY 29, 2008
MINUTES

The National Conference of Insurance Legislators (NCOIL) Property-Casualty Insurance Committee met at the Hyatt Regency Washington on Capitol Hill in Washington, DC, on Friday, February 29, 2008, at 10:15 a.m.
Sen. David Bates of Rhode Island, co-chair of the Committee, presided.

Other members of the Committee present were:
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Rep. Michael Ripley, IN
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Rep. George Keiser, ND


Sen. William J. Larkin, Jr., NY

Sen. Jerry Klein, ND



Rep. Brian Kennedy, RI

Rep. Frank Wald, ND



Sen. William Walaska, RI

Sen. Carroll Leavell, NM


Rep. Hubert Vo, TX
Other legislators present were: 


Rep. Kurt Olson, AK



Assem. Joseph Hardy, NV
Rep. Greg Wren, AL



Sen. Robert Schuler, OH
Sen. Bill Brady, IL



Rep. Ronald Peterson, OK

Sen. Vi Simpson, IN



Rep. Tony Melio, PA

Sen. Alan Sanborn, MI



Rep. Kelly Hancock, TX

Rep. Daniel Foley, NM


Sen. Dale Schultz, WI

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 November 16, 2007, meeting in Las Vegas, Nevada.

SUBCOMMITTEE ON NATURAL DISASTER INSURANCE LEGISLATION
Sen. Geller, co-chair of the Subcommittee, said the Subcommittee had heard reports regarding recent state and federal initiatives, as well as National Association of Insurance Commissioners (NAIC) efforts on natural catastrophe reform and climate change.  He said a representative of the U.S. Financial Services Committee had been scheduled to address the Subcommittee but ultimately was unable to do so.  Sen. Geller said Congressman Tim Mahoney (D-FL) had delivered a keynote address following the Subcommittee meeting regarding H.R. 3355, a bill aimed at national catastrophe reform.
Sen. Geller said the Subcommittee had deferred until the Summer Meeting a proposed Resolution Regarding a New Approach to State Catastrophe Funds and Federal Mega-Disaster Assistance.  He said the resolution would support a system in which optional state/regional catastrophe funds could serve as pass-through mechanisms for distribution of interest-free federal loans—payable over the course of 20 years—following qualified natural disasters.  Amendments that he had proposed just prior to the meeting, Sen. Geller said, would offer more general requirements for federal assistance but would add that funding options should include a federal reinsurance backstop.  

NATIONAL FLOOD INSURANCE PROGRAM (NFIP)
Ed Pasterick of the Federal Emergency Management Agency (FEMA) said authorization for the NFIP would expire on September 30, 2008, and that Congress must extend the program before then.  He predicted that a combination of election year activity and a relatively quiet flood season would slow comprehensive reform.

Mr. Pasterick reported that a Senate bill would forgive $17.3 billion that the NFIP owed the Treasury as a result of post-Hurricane Katrina borrowing, while House legislation would require payment over ten years.  He expressed much skepticism that the NFIP could repay in that time due to the program’s financial troubles.  The House and Senate bills, Mr. Pasterick said, also differed because the House legislation would mandate NFIP inclusion of wind coverage and the Senate bill would not.
Mr. Pasterick recognized issues regarding repetitive loss properties.  He said it might be appropriate to give repetitive-loss policyholders an option of rebuilding elsewhere and continuing to enjoy subsidized rates, or of staying where they are and paying higher, actuarially sound rates.   

RENTAL VEHICLE DAMAGE WAIVERS
Ms. Thorson gave background on previous Committee activity and said, among other things, that a proposed package of model legislation—which was comprised of three separate model acts—tried to comprehensively address the issue.  She said the first model act in the package (Part A, Option 1) would require that auto insurers include damage waiver coverage in auto liability insurance.  She said the second model act (Part A, Option 2) would mandate certain disclosures by vehicle rental companies.  The third model law (Part B), she said, would prohibit damage waivers altogether.

Sen. Sanborn, sponsor of the disclosure language, overviewed his interest in the issue.  He encouraged the Committee to adopt only his disclosure model act and to reject all other language under Committee consideration.  He then encouraged legislators to adopt an amendment he was offering to his disclosure model that would delete what he described as an unfair requirement—in which vehicle rental companies would have to post information regarding a state’s motor vehicle insurance requirements.
Brian Rothery of Enterprise Rent-a-Car expressed support for Sen. Sanborn’s suggestions, including his opposition to having vehicle rental companies post motor vehicle requirements.  Joe Thesing of the National Association of Mutual Insurance Companies (NAMIC), speaking generally for other property-casualty insurer trade associations, echoed Mr. Rothery’s comments. 
Upon a motion made and seconded, the Committee voted unanimously to adopt only Sen. Sanborn’s disclosure model act, as amended, and to refer it to the Executive Committee for later consideration.
ACCIDENT RESPONSE FEES
Rep. Keiser overviewed his efforts since the 2007 Annual Meeting to work with interested parties to revise a draft Model Act Regarding Accident Response Fees, which would prohibit municipalities and/or related emergency response units from seeking reimbursement for expenses incurred as a result of responding to an accident scene—unless those fees were imposed equitably among all persons involved in an accident; exclusively funded emergency responder services; and in no part paid a commission or other fee to a third-party collector for recovering the accident fees.  Rep. Keiser said that an alternative to amending the proposed model act had been to develop a resolution or some other approach that he believed might be more suitable for Committee consideration.  
In his view, Rep. Keiser said, legislators should want to support the authority of political subdivisions to charge fees or assessments as appropriate but also should oppose hidden charges and/or double taxation, as well as inequitable treatment of accident victims and lack of transparency.  He reported that efforts to craft a new proposal had been unsuccessful.
Rep. Keiser stated that he would move to postpone indefinitely the accident fee model but said that due to the importance of the issue, he believed the Committee should first hear interested-party concerns.  

Regina Moore of Cost Recovery Corporation, a third-party vendor that collects accident response fees on behalf of municipal subdivisions, introduced two emergency response personnel whom she said supported accident fees.  
Greg Graham, deputy chief of police in Ocala, Florida, said it was a fiscal challenge for his department to meet all Ocala’s law enforcement needs.  He said he supported a provision in the proposed NCOIL model act that would require all accident response fees to go to the municipal subdivision that levied them—rather than, as he said frequently happens, having the fees go into a town’s general revenue.  
Mr. Graham opposed the model’s provision in which a subdivision must charge accident fees equally to all parties involved in a crash.  Such a practice, he said, was “inherently unfair” because victims in a crash should not be required to pay any part of the police’s response to that crash.  He also expressed concern that the draft model law would prevent participation of third-party vendors, including Cost Recovery Corporation.  Among other things, Mr. Graham stated, public safety officials would be forced to leave aside their regular duties in order to do billing work.    

William Seng, fire chief in St. Matthews, Kentucky, echoed Mr. Graham’s comments.    
Joe Thesing of NAMIC, again speaking generally for other property-casualty insurer trade associations, acknowledged that many emergency response departments struggle to provide basic services but asserted that accident response fees are not a suitable answer to budget challenges.  He noted that 24 municipalities have defeated or repealed ordinances or proposals to allow accident charges.  He said Pennsylvania had recently prohibited all police-related accident fees.   
Mr. Thesing said response fees amount to double taxation that penalizes law-abiding citizens who have auto insurance as opposed to those who do not.  He said insurers do not factor into underwriting the costs of paying accident response charges, meaning that premiums would need to rise if these fees became more common.      
Ms. Moore countered that Cost Recovery bills people without auto insurance as well as those with coverage.  Regarding double taxation, she said that most parties to an accident live outside the town in which the crash occurred—and so are not already being taxed in that municipality.  She explained that if a resident is billed by Cost Recovery and his/her insurer refuses to pay—on the grounds, for instance, that it amounts to double taxation—Cost Recovery waives the response fee.  Ms. Moore said that some insurance companies support Cost Recovery’s work and that some have publicly endorsed accident fee collection.       
Upon a motion made by Rep. Keiser and seconded, the Committee voted unanimously to postpone indefinitely a draft Model Act Regarding Accident Response Fees.
CONSUMER FRAUD ATTITUDES
Howard Goldblatt of the Coalition Against Insurance Fraud said new findings in a Coalition survey highlighted a growing, and what he described as “startling,” tolerance of fraud.  The survey, which he said updated a 1997 Coalition poll, classified respondents as either Moralists, Realists, Conformists, or Critics based on their acceptance of and/or willingness to engage in unethical behavior.  Mr. Goldblatt said the percentage of Moralists, who reject all fraud and support strong punishments, had dropped from 30 percent to 26 percent.  The number of Realists, he said, who have a low tolerance level but to some degree understand why people commit fraud, had remained steady at 21 percent.

Conformists, Mr. Goldblatt continued, are relatively open-minded about fraud and believe that “everyone is doing it.”  He noted that in 1997, 25 percent of respondents fell into this category, as compared to 27 percent today.  Mr. Goldblatt said the most disturbing results pertained to Critics, who believe that insurers deserve the fraud committed against them and who are highly tolerant of unethical behavior.  He explained that 26 percent of those surveyed today are Critics, up significantly from the 20 percent tabulated in 1997.   
Mr. Goldblatt said the results were particularly troubling since in the ten years between the first and second polls the insurance industry had advanced an aggressive educational effort to increase consumer awareness and lower fraud costs.  He said some people may find the higher tolerance levels understandable given the insurance-related media following Hurricanes Katrina and Rita.
STATE REGULATION RANKINGS

Eli Lehrer of the Competitive Enterprise Institute (CEI) overviewed a recently released CEI-Heartland Institute report that grades states based on their regulatory environments.  He said the report took two principle items into consideration:  consumer ability to access products they choose and insurer ability to get those products to market.  The study, Mr. Lehrer said, based its rankings on nine variables—residual auto and homeowners’ markets, auto and homeowners’ market concentrations, loss ratio stability, rate and form regulations, use of credit scores, and territorial restrictions.  He said the report had garnered attention in some states, including Florida, and that CEI-Heartland was raising interest in other jurisdictions.
Sen. Geller offered concerns regarding the report’s treatment of Florida, among other things, and ongoing NCOIL discussion of the issue.
ADJOURNMENT

There being no further business, the meeting adjourned at 10:45 a.m.
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