NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

STATE-FEDERAL RELATIONS COMMITTEE/NCOIL-NAIC DIALOGUE

NAPA VALLEY, CALIFORNIA
NOVEMBER 10, 2006
DRAFT MINUTES
The National Conference of Insurance Legislators (NCOIL) State-Federal Relations Committee met at the Marriott Napa Valley Hotel & Spa in Napa Valley, California, on Thursday, November 10, 2006, at 3:30 p.m.
Rep. Craig Eiland of Texas, Chair of the Committee, presided.

Other members of the Committee present were:


Rep. Rich Golick, GA


Rep. Terry Parke, IL

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

Sen. Pam Redfield, NE

Rep. Fulton Sheen, MI
Sen. Carroll Leavell, NM
Assem. William Barclay, NY
Sen. Neil Breslin, NY

Assem. Ivan Lafayette, NY
Sen. James Seward, NY
Rep. Brian Kennedy, RI

Del. Harvey Morgan, VA

Rep. Virginia Milkey, VT

Other legislators present were:  


Rep. Debbie McCune Davis, AZ


Sen. Jeff Chapman, GA


Sen. Ralph Hudgens, GA


Rep. Michael Ripley, IN


Sen. Alan Sanborn, MI

Rep. Don Flanders, NH


Sen. Stephen Saland, NY

Rep. George Keiser, ND


Sen. Jerry Klein, ND

Rep Frank Wald, ND


Rep. Anthony Melio, PA

Rep. Larry Taylor, TX



Rep. John Morley, VT

Rep. Ernest Shand, VT

Sen. Dan Kapanke, WI
Also in attendance were:


Susan Nolan, Nolan Associates, NCOIL Executive Director


Kevin Horan, NCOIL Director of State-Federal Relations


MINUTES

The Committee voted unanimously to approve the minutes of its meeting on July 20, 2006, in Boston, Massachusetts, as well as those of the Special State-Federal Relations Meeting on Market Conduct and the Task Force on Terrorism meeting, also held on July 20.

PROPOSED OPTIONAL FEDERAL CHARTER LEGISLATION
Mr. Kevin McKechnie, representing the American Bankers Insurance Association, stated that Representative Paul Kanjorski, the Democrat who will likely become Chairman of the Capital Markets, Insurance, and Government Sponsored Enterprises Subcommittee, stated recently that “property and casualty is the albatross around the neck of those pursuing an optional federal charter (OFC).”  Mr. McKechnie predicted that if property and casualty provisions were removed, a life-only OFC would move through Congress without many obstacles.

Mr. Jack Friou, representing the Coalition Opposing a Federal Insurance Regulator (COFIR), stated that there is no reason to change the insurance regulatory system from state-based to federal-based.  Mr. Friou stated that the federal government has a terrible track record when it comes to consumer protections and operating during crises, among other things.  Mr. Friou stated that only the industry is calling for an OFC, and even the industry is divided on the issue.
PROPOSED NONADMITTED AND REINSURANCE ACT OF 2006 (H.R. 5637)
Superintendent Alessandro Iuppa (ME), president of the National Association of Insurance Commissioners (NAIC), stated that H.R. 5637 passed in the House but was not considered in the Senate.  Superintendent Iuppa stated that the intent of the bill is to streamline the regulation of surplus lines and reinsurance while trying to leave insurance supervision at the state level.  He stated that the NAIC had not taken a position on the legislation; however, the organization had provided technical assistance to Representative Ginny Brown-Waite (R-FL), the author of H.R. 5637.

Mr. Dan Maher, representing the Excess Line Association of New York, reported that his group is working to make changes to the bill.  Mr. Maher stated that he supports joint oversight and regulation of excess lines rather than the bill’s single-state approach.
FEDERAL EFFORTS TO UNDERCUT MCCARRAN-FERGUSON ACT
Superintendent Iuppa reported that Director of Insurance Michael McRaith (IL) testified before the Antitrust Modernization Commission on October 18 on behalf of the NAIC.  Superintendent Iuppa reported that Director McRaith testified that the McCarran-Ferguson antitrust exemption, combined with effective state insurance supervision, fosters a vibrant, competitive insurance marketplace, and he cautioned against its repeal.
Mr. Horan reported that the Antitrust Modernization Commission was created pursuant to the Antitrust Modernization Commission Act of 2002.  He said the Commission has been charged with examining the need to revisit antitrust laws and must submit a report to the President and Congress by April 2007.
LONG-TERM SOLUTIONS TO TERRORISM INSURANCE
Superintendent Iuppa reported that the private sector does not have enough capacity to cover losses due to an act of terrorism, and said a federal role is needed.  Superintendent Iuppa also stated that the NAIC supports including group life insurance in any future terrorism insurance program.

Mr. Wayne McOwen, representing the Terrorism Impact and Education Study Group, reported that the private sector cannot cover workers’ compensation losses.   He said any long-term solution must include workers’ compensation.
Mr. Mike McCarter, representing the American Academy of Actuaries’ Terrorism Risk Insurance Subgroup, reported that the subgroup is working on a white paper outlining issues regarding terrorism risk and addressing potential ways to deal with the exposure.  He said the subgroup intended to submit the white paper to Congress in the coming weeks.
INTERSTATE COMPACT COMMISSION

Superintendent Iuppa reported that the Compact is now up and running and that 28 states are members.  He said this represented more than 42 percent of the overall national premium volume.  
Rep. Damron reported that the Legislative Committee comprises eight legislators, four from NCOIL and four from the National Conference of State Legislatures (NCSL).  He said that the four NCOIL members are Rep. Kennedy, Rep. Ripley, Rep. Taylor, and himself.  He also reported that NCSL has named two of its four members:  Senator Dolores Kelley (MD) and Sen. Teichman.
Rep. Damron reported that the Legislative Committee met in September at the NAIC Fall Meeting and recommended to the Compact Commission several amendments regarding its proposed bylaws and rulemaking rules.

Rep. Damron said that the Commission accepted the Legislative Committee’s suggestions to:
· hold more open meetings, to the extent possible 

· require that the Compact Executive Director provide updates to the Legislative Committee in a timely manner 

· require that the Legislative and Management Committees meet together at least once a year 

· Be consistent with the compact legislation, which provides that the Management Committee must report to and consult with the Legislative Committee regarding Management Committee actions 

· clarify that the Legislative Committee is a unique committee providing recommendations to the commission, as distinguished from the consumer and industry advisory committees 

Rep. Damron reported that the Management Committee did not accept the legislators’ recommendation to require mandatory regulatory analyses of uniform standards.  Rep. Damron said the Commission retained language allowing for only the possibility of such analyses, and did not specify what information a regulatory analysis should provide.
AMENDMENTS TO NCOIL MARKET CONDUCT SURVEILLANCE MODEL ACT
Rep. Eiland reported that the Market Conduct Subcommittee met four times via conference call following the NCOIL Summer Meeting.  He said that as a result of these conference calls, legislators suggested amending the 2004 NCOIL Market Conduct Surveillance Model Law to:  
· add definitions of Comprehensive Market Conduct Exam, Insurance Compliance Self-Evaluative Audit and Audit Document, and Market Conduct Exam

· remove reference to the NAIC Market Analysis Handbook and NAIC Market Conduct Examiners Handbook and replace them with the NAIC Market Regulation Handbook
· specify that targeted exams are conducted for cause, as opposed to comprehensive examinations that are not for cause

· specify that there is no requirement that a Commissioner delegate an examination or action to a Commissioner of another state.  It is always at the Commissioners discretion 
The Committee then discussed a more recent amendment proposed by the American Council of Life Insurers (ACLI) in accordance with the 30-day rule and offered for discussion by Rep. Eiland.  Ms. Lee Wood, representing the ACLI, said the amendment would clarify Section 4 of the model act, regarding domestic deference issues.  She said it would make the process being proposed by the model act mandatory and not discretionary, in order for insurers to have confidence that market conduct surveillance would not stay status quo.  Ms. Wood went on to say that ACLI would support language that would make it clear that domestic deference was not intended to limit a regulator’s ability to analyze or examine matters not covered by an analysis or examination performed by another state.
After discussion, the Committee voted to adopt the amendment.
Mr. Ray Farmer, representing the American Insurance Association (AIA), said the AIA had concerns about the confidentiality of data calls as currently provided under Section 2.  Mr. Farmer asked the Committee to waive the 30-day deadline rule and adopt a drafting note stating the following: “States should treat responses to data calls and other requests for information as part of a market conduct action as well as explicitly protect the confidentiality of such materials.”
Commissioner Susan Voss (IA), representing the NAIC and chair of their Market Regulation and Consumer Affairs Committee stated that she did not have a problem with the AIA proposed amendment.
After discussion, the Committee voted unanimously to include the drafting note in the model.

The Committee then voted unanimously via voice vote to adopt the amended version of the NCOIL Market Conduct Surveillance Model Law.
OTHER BUSINESS

REVIEW OF NCOIL MODEL LAWS, AS PER BYLAWS

Mr. Horan reported that NCOIL bylaws required the Committee to review a Company Licensing Modernization Model Act, which legislators first adopted on July 12, 2002.  Mr. Horan stated that the model would require all states to use the current version of the National Association of Insurance Commissioners (NAIC) Uniform Certificate of Authority Application (UCAA).  The UCAA, he said, is a process designed to allow insurers to file copies of the same license application for admission in numerous states.  Mr. Horan said that the model would call for repeal of all additional state company licensing requirements and licensing forms not specifically contained in the UCAA.

Following discussion, the Committee readopted the model act unanimously. 
PROPOSED 2007 COMMITTEE CHARGES

Mr. Horan said the proposed Committee charges for 2007 were as follows:

· expand efforts to oppose federal preemptive measures, including joint initiatives with other organizations

· work toward adoption of a market conduct reform model law as well as subsequent state enactment 
· work toward and monitor implementation of NCOIL and other state insurance modernization initiatives, specifically market conduct regulation, rate and form filing requirements, and speed-to-market for insurance products

· support implementation of the NAIC Interstate Insurance Product Regulation Compact 

· monitor, and take action as appropriate, NAIC accreditation activity, development of a surplus lines compact proposal, and long-term solutions to terrorism risk insurance 

Following discussion, the Committee adopted the charges unanimously. 
ADJOURNMENT
There being no further business, the meeting adjourned at 5:15 p.m.
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