NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

PROPERTY-CASUALTY INSURANCE COMMITTEE

BILOXI, MISSISSIPPI
FEBRUARY 26, 2012
MINUTES

The National Conference of Insurance Legislators (NCOIL) Property-Casualty Insurance Committee met at the Beau Rivage Hotel & Casino in Biloxi, Mississippi, on Sunday, February 26, 2012, at 7:00 a.m.
Rep. Steve Riggs of Kentucky, chair of the Committee, presided.

Other members of the Committee present were:


Rep. Barry Hyde, AR


Rep. George Keiser, ND

Sen. Travis Holdman, IN

Sen. Carroll Leavell, NM



Rep. Matt Lehman, IN


Sen. Neil Breslin, NY

Rep. Ron Crimm, KY


Assem. Nancy Calhoun, NY
Sen. Dan Morrish, LA


Sen. William Larkin, Jr., NY

Rep. Barb Byrum, MI


Sen. James Seward, NY

Sen. Joe Hune, MI


Rep. Michael Stinziano, OH
Rep. Pete Lund, MI


Rep. Charles Curtiss, TN
Sen. Dean Kirby, MS

Other legislators present were: 

Sen. David O’Connell, ND

Sen. Mike Hall, WV

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

CERTIFICATES OF INSURANCE MODEL ACT

The Committee resumed its consideration of a proposed Certificates of Insurance Model Act, sponsored for discussion by Rep. Keiser and first aired at the 2010 Summer Meeting.

P-C AGENT COMMENTS

Wes Bissett of the Independent Insurance Agents & Brokers of America (IIABA) said that a certificate of insurance was an informational document meant to summarize an underlying insurance policy. He said that if lenders wanted proof of insurance with more official “standing,” then agents could provide an insurance binder or the policy itself. He overviewed lender objections to “information only” status, saying that it can take many months for an insurer to issue a commercial policy for lender review and that binders, which stand in for the policy until it’s issued, expire in some states.  He said that binders in New York do not expire. 
Mr. Bissett then suggested that NCOIL work to eliminate state binder expiration dates in order to address lender concerns rather than exempt lenders from a proposed Certificates of Insurance Model Act.  He suggested striking Section 5 in the proposed model, which would require “information only” disclosure on each certificate form.  
David Eppstein of the National Association of Independent Insurance Agents (PIA) echoed Mr. Bissett’s remarks.
COMMERCIAL LENDER COMMENTS
Jose Becquer of Wells Fargo said that the ACORD evidence of insurance forms used by lenders had stood in for policies from 1984 through 2006, at which time ACORD changed the forms to include “info only” disclosure.  He said that since the NCOIL Annual Meeting, lenders had compiled additional responses to a survey on the length of time it took lenders to receive insurance policies. He said the results showed that lenders received policies only seven percent of the time.     
Mr. Becquer supported the proposed deletion of Section 5 in the draft model act. He also expressed some support for pursuing binder law reform but noted that binders do not provide sufficient coverage details and do not list lenders as parties to a policy. 

Katherine Rodewald of Prudential Asset Resources commented that the New York insurance binder law worked well for residential properties but not for commercial. She outlined coverage disputes regarding the World Trade Center after September 11, as well as regarding Opry Mills, a Tennessee shopping mall, in which the owners had purported to have flood insurance coverage when, in fact, they had not. Ms. Rodewald said that these cases showed why lenders need forms that are not informational in order to protect their loans.
Although Ms. Rodewald supported deleting the Section 5 disclosure requirement, she asserted that the draft model needed to clearly say that certificates are not “information only.”  She said that saying silent on the issue would not assist lenders.

ACORD COMMENTS
At the request of Rep. Riggs, Ann Henstrand of the Association for Cooperative Operations Research and Development (ACORD) overviewed her organization and the “info only” disclosure language under debate. She said ACORD was a standards-development organization that published 750 insurance forms, as well as insurance binder forms and other products.  She said that ACORD updated its documents to comply with state legislative and/or regulatory changes, as well as when ACORD working group members saw a need for revision. 
Ms. Henstrand said that the mortgage banking, insurance regulatory, and insurance communities had decided to revisit an ACORD 28 Evidence of Commercial Property Insurance form in response to then-newly enacted requirements in a 2002 Terrorism Risk Insurance Act (TRIA).  In the process, she said, attorneys for the p-c industry had noticed that ACORD 28 did not include the “information only” disclosure, as all other ACORD certificates did.  She reported that after much discussion and debate, the ACORD membership had voted to add the disclosure language. She said that subsequent interested-party efforts to revisit the disclosure language and reach consensus among the lending and p-c industries had been unsuccessful.
P-C INSURER COMMENTS
Eric Goldberg of the American Insurance Association (AIA) said that a model law allowing a certificate to be a surrogate for an insurance policy would have unintended consequences. He said that agents might decide not to provide certificates as a result. He asserted that certificates of insurance were never intended to be anything but informational. Among other things, he supported striking Section 5 from the proposed model act.   
OTHER COMMENTS/DISCUSSION
Rep. Riggs asked why lenders did not file complaints with state insurance departments when they did not receive policies in a timely manner. Ms. Rodewald cited Prudential’s experience in Texas, where the commissioner reportedly had said that he lacked the ability to assist. Rep. Riggs responded that a timely delivery of policies was not an issue in Kentucky because state law required insurers to issue policies “in a reasonable amount of time.”      
In discussion that followed, among other things:

· Rep. Keiser noted that the original purpose of the model was to stem fraud related to certificate use and commented, among other things, that the model may be an inappropriate vehicle to address lender concerns. 
· Mr. Bissett said that lenders had valid issues but that, in his opinion, a lender should want more than a one-page insurance certificate.
· Rep. Curtiss supported addressing lender concerns by looking at how insurers issue binders.  

· Sen. Leavell warned of a significant increase in agent errors and omissions liability if “info only” disclosure was removed and said that oil and gas industry liability coverage was a particular problem.
· Rep. Lehman urged the Committee to consider the proposed model without the lender exemption and to address lender concerns in some other fashion.

· Ms. Rodewald said that lenders were primarily concerned with receiving evidence of insurance at policy renewal because, among other reasons, lenders needed to know what their rights and obligations were.
· Paul Brown of AIG said that the proposed model act would be problematic for insurers of environmental coverage because states already require use of very specific certificate forms for those lines.
After the Committee considered options for future action, Rep. Keiser moved that members meet via conference call to discuss proposed legislation, including a version of the Certificates of Insurance Model Act without the Section 5 “info only” disclosure and look at a separate model law establishing that binders do not expire. He suggested that Rep. Lehman help to lead Committee discussion.  The Committee approved Rep. Keiser’s motion via unanimous voice vote.
SUNSETTING MODEL LEGISLATION

Ms. Thorson reported that the Committee was scheduled to review, as per NCOIL bylaws, an NCOIL Model State Legislation Creating a Natural Disaster Catastrophe Fund, first adopted in 1995 and based on a Florida catastrophe fund.  In response to Sen. Seward’s inquiry regarding alternate approaches, she said that states were using premium and tax credits, residual market reforms, catastrophe savings accounts, and captive insurers, among other things.
Sen. Seward moved that the Committee allow the catastrophe fund model to sunset and instead pursue alternate state approaches.  He said that NCOIL should take a “fresh look” at the issue. 
An interested-party supporter of the model then said, among other things, that:
· Catastrophe funds are critical to state mega-catastrophe financing.

· Legislatures around the country have considered the NCOIL model.

· Supporters of the model were working on proposed amendments that would be ready for Summer Meeting review. 
Interested-party opponents said, among other things, that:

· States have not significantly embraced the NCOIL model.

· Catastrophe funds raise costs for insurers and consumers.
· Fluctuations in the bond market had challenged the Florida cat fund’s ability to raise money.
After Rep. Keiser commented that states must be prepared to finance their own natural disaster recovery efforts, the Committee voted 16 to 0, with Rep. Hyde passing, in favor of Sen. Seward’s motion to sunset the cat fund model and to pursue alternate approaches.   
Upon the suggestion of Sen. Leavell, the Committee then agreed to:

· send to interested parties an NCOIL-compiled overview of state approaches  

· ask interested parties for suggestions on approaches that the Committee should pursue
· meet via conference call to determine a direction for Summer Meeting discussion
ADJOURNMENT

There being no further business, the meeting adjourned at 8:25 a.m.
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