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The National Conference of Insurance Legislators (NCOIL) International Insurance Issues Committee met at the Beau Rivage Hotel & Casino in Biloxi, Mississippi, on Friday, February 24, 2012, at 9:30 a.m.

Rep. Greg Wren of Alabama, acting chair of the Committee, presided.

Other members of the Committee present were:



Rep. Barry Hyde, AR




Rep. George Keiser, ND


Sen. David O’Connell, ND







Sen. Carroll Leavell, NM


Rep. Charles Curtiss, TN

Other legislators present were:



Rep. Buddy Lovell, AR


Sen. Jerry Klein, ND






Rep. Ron Crimm, KY


Sen. Neil Breslin, NY



Rep. Greg Cromer, LA


Assem. Nancy Calhoun, NY



Rep. Denise Garlick, MA

Sen. William Larkin, Jr., NY



Rep. Pete Lund, MI


Rep. Cindy Ryu, WA



Sen. Timothy Green, MO

Sen. Frank Lasee, WI
Also in attendance were:


Susan Nolan, Nolan Associates, NCOIL Executive Director


Candace Thorson, Nolan Associates, NCOIL Deputy Executive Director 


Mike Humphreys, Nolan Associates, NCOIL Director of State-Federal Relations

MINUTES

After a motion made and seconded, the Committee voted unanimously to approve the minutes of its November 18, 2011, meeting in Santa Fe, New Mexico.

U.S. TRADE AGREEMENT ACTIVITY
OVERVIEW OF USTR OUTREACH EFFORTS
Isaac Faz, Deputy Assistant for Intergovernmental Affairs & Public Engagement with the Office of the U.S. Trade Representative (USTR), reported that the USTR engaged with elected officials and other stakeholders through various means, including via:
· a President’s advisory committee for trade policy and negotiations

· five policy advisory committees that dealt with environmental, labor, agricultural, and African issues, as well as intergovernmental affairs 

· 22 technical, industry-specific advisory committees
· monthly calls with state points-of-contact who were designated by each governor’s office

· interactions between USTR and key U.S. House and Senate committees
· weekly USTR newsletters

In response to a query from Rep. Wren, Mr. Faz said that the intergovernmental advisory committee was USTR’s primary way of reaching out to state legislators. Regarding interactions with other local officials, he said that the USTR spoke with groups such as the United States Conference of Mayors and the National Association of Counties. 
Rep. Wren urged the USTR to work with committees of jurisdiction at the state level, saying that state legislators passed the incentive programs that encouraged international companies to locate and do business in the various states.  Mr. Faz agreed with the importance of furthering outreach to state lawmakers, noting that USTR was working to do so.
Rep. Keiser asked if the USTR had a system to determine if a proposed trade policy would contradict an existing state law and, if so, to give a state with a contradicting statute the opportunity to explain the rationale behind it.  Mr. Faz said that state representatives on the intergovernmental advisory committee had access to text being negotiated and could highlight possible contradictions of which they were aware. He said also that a USTR general counsel tried to watch for possible conflicts.   
PROPOSED NCOIL RESOLUTION
Ms. Thorson reported that at the 2011 Annual Meeting, the Committee had voted to postpone indefinitely its consideration of a resolution on possible state drug list infringement and to consider instead a resolution that more generally addressed potential state preemption.  She said the new draft, a proposed Resolution Urging Support for State Authority in U.S. Trade Negotiations, aimed to do that.
Rep. Wren noted that the resolution’s sponsor, Rep. Kathleen Keenan (VT), could not attend the Spring Meeting. In deference to her, the Committee voted unanimously to postpone its consideration of the model until the Summer Meeting.

GLOBAL EFFORTS INFLUENCING U.S. INSURANCE REGULATION
Ms. Thorson spoke to an NCOIL diagram that overviewed various global initiatives, including an International Association of Insurance Supervisors’ (IAIS) Common Framework (ComFrame); a European Union (EU) Solvency II Directive; and a National Association of Insurance Commissioners’ (NAIC) Solvency Modernization Initiative (SMI).  Among other things, she said that:

· ComFrame aimed to create a global, group-wide system for overseeing internationally active insurance groups (IAIGs) and that it emanated from a G-20 request to the Financial Stability Board (FSB) for recommendations on whether insurers pose global systemic risk.
· The EU was evaluating non-EU regulatory systems to determine equivalency with Solvency II and that many observers believed that some agreement would be reached between U.S. and EU regulators.
· The NAIC SMI project looked at five aspects of U.S. regulation—capital requirements, governance and risk management, group supervision, reinsurance, and statutory accounting/financial reporting—in light of global developments.
Ms. Thorson asserted that although SMI-related changes required state legislative approval, most legislators were unaware of what was being asked and of the SMI process. 
Commissioner Eleanor Kitzman (TX) on behalf of the NAIC said that as a result of the financial crisis, the “dynamic ha[d] shifted” away from a widely regarded assumption that Solvency II would be the de facto regulatory approach.  She said there had been a belief among EU regulators that Solvency II was the correct course even though the Directive had not been fully developed.  She said that because the U.S. was competing for global capital, it was important for U.S. regulators to dialogue internationally.

Commissioner Kitzman said there was growing recognition both within the NAIC and globally that consistency and predictability were more important that strict uniformity.  She commented that a law was not always the most effective way to reach agreement and that a focus should be on voluntary cooperation.  

Commissioner Kitzman said that the IAIS, which the NAIC helped to found, promulgated 28 insurance core principles that the International Monetary Fund (IMF) used to assess regulatory systems around the world.  According to the IMF, she said, the U.S. largely observed 25 principles.  She reported that one concern had been whether state legislatures enacted the laws that state regulators requested.  She asserted that the U.S. should not be evaluated on that point because what regulators want may not be the most appropriate approach.  She said that IMF officials had come to appreciate that perspective.

Regarding ComFrame, Commissioner Kitzman said that no decision had been made on its ultimate role but that it stemmed from a general belief that a broad international approach should exist.        

In general, Commissioner Kitzman said, the NAIC believed that global convergence efforts should be outcomes-based rather than require adherence to specific standards. She said that information sharing and peer review were important.
Rep. Keiser suggested that international discussions might have a deleterious effect on U.S. regulation. Commissioner Kitzman said, among other things, that the NAIC was working to promote state oversight and that she, like Rep. Keiser, believed in “American exceptionalism.” 
In response to Rep. Kasper’s concern over growing potential for federal preemption, Commissioner Kitzman commented that global efforts were not necessarily encouraging creation of a federal regulator. She said the activity more likely demonstrated a need for U.S. state regulators to be internationally active. 

Rep. Wren said he supported NAIC efforts to highlight the success of state regulation and reasserted his opposition to federal oversight. 
INTERNATIONAL ACCOUNTING STANDARDS

Doug Barnert of Barnert Associates said there were three questions to keep in mind when examining international activity:

· focus on quality or convergence?

· finish developing conceptual frameworks or start writing the specific standards?

· complete existing projects or beginning working on new ones?  

Mr. Barnert cautioned that regionalization had become a significant factor in global discussions.  He said that the G-20 countries had created six regional bodies (including Eastern Asia, Latin America, North America, and Western Asia) and that regional “forums” at the International Accounting Standards Board (IASB) were recommending accounting changes to these regional G-20 groups.  The recommendations, he said, were being developed without benefit of NAIC input and were bypassing Congress. 

Mr. Barnert warned of similar regionalization in the solvency arena.  He reported that an IAIS implementation committee was developing standards for various global territories but that, despite the importance of its efforts, the committee’s meetings were sparsely attended.  He said that smaller countries were undertaking the work and that larger nations were not paying attention.  
Mr. Barnert then said, among other things, that:

· Consideration of Omnibus II legislation needed to implement Solvency II had been delayed.

· There was movement toward greater convergence between U.S. Generally Accepted Accounting Principles (GAAP) and non-U.S. International Financial Reporting Standards (IFRS).
· The Securities and Exchange Commission (SEC) and the U.S. Financial Accounting Standards Board (FASB) could try to mesh some of the “simpler” IFRS standards with GAAP and then develop some future process for addressing the more difficult items.
· Regionalization could become increasingly popular because the process made it easier for countries to weigh in.

· Under the new IASB chair, a proposal to reduce market volatility was more likely to move forward.
· State legislators could have an important role to play in international discussions.
ADJOURNMENT
There being no further business, the meeting adjourned at 10:45 a.m. 
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