NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

PROPERTY-CASUALTY INSURANCE COMMITTEE

WESTON, FLORIDA
FEBRUARY 24, 2006
MINUTES

The National Conference of Insurance Legislators (NCOIL) Property-Casualty Insurance Committee met at the Bonaventure Resort & Golden Door Spa in Weston, Florida, on Friday, February 24, 2006, at 10:45 a.m.
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Workers’ Compensation Insurance
MINUTES

The Committee voted unanimously to approve the minutes of its November 17, 2005, meeting in San Diego, California.

SUBCOMMITTEE ON NATURAL DISASTER INSURANCE LEGISLATION
Sen. Geller, chair of the Subcommittee, reported that the Subcommittee discussed pending federal legislation regarding reinsurance and other natural disaster insurance mechanisms.  He said legislators also heard a report on a NYS study bill, introduced by Sen. Larkin and Assem. Lafayette, that would create a state catastrophe fund similar to the Florida fund but designed to provide greater flexibility for other states.  
Sen. Geller said the Subcommittee adopted several amendments to an NCOIL Resolution Regarding Natural Disaster Insurance Issues, which NCOIL originally adopted in July 2004, and voted to consider several other amendments during the full P-C Committee meeting.  He said the Subcommittee revisions 1) recognize the impact that Hurricanes Katrina, Rita, and Wilma have had on the natural disaster insurance legislation debate and 2) acknowledge recent efforts of the National Association of Insurance Commissioners (NAIC) regarding development of a national mega-catastrophe program.  In addition, Sen. Geller said, the changes commit NCOIL to working in concert with the NAIC; welcome further dialogue regarding merging natural and man-made catastrophe risks into a single nation-wide program; and restate NCOIL’s support for tax-deferred catastrophe reserves.

Sen. Redfield entertained, and the Committee unanimously adopted, the following amendments offered by Sen. Geller and seconded by Rep. Keiser:  
· in the second-to-last Whereas clause, add the word “a” before “national mega-catastrophe policy,” and change the word “policy” to “program”

· add a bullet in the first Resolve clause reaffirming that NCOIL supports the preservation of state regulation over the business of insurance
· again in the first Resolve clause, add the following bullet:  “supports a federal role in catastrophe legislation as expressed elsewhere in this resolution and welcomes further dialogue between Congress, state legislators, the NAIC, insurance companies, and all interested parties regarding what that appropriate role is for the federal government in ensuring that Americans are provided with the opportunity for adequate insurance protection for losses arising from catastrophic natural disasters”  
Sen. Geller commented that this last revision was a friendly amendment to a proposal he had made during the Subcommittee meeting.

Upon a motion made by Sen. Geller and seconded by Rep. Keiser, the Committee adopted the amended resolution via unanimous voice vote and forwarded it to the Executive Committee for consideration the following day.
RECENT ASBESTOS REFORM ACTIVITY

Ray Farmer of the American Insurance Association (AIA) said S. 852, the proposed federal Fairness in Asbestos Injury Resolution (FAIR) Act introduced by Senate Judiciary Committee Chair Senator Arlen Specter (R-PA), would move current and future asbestos claims from the tort system into a $140 billion no-fault compensation fund administered by the Department of Labor.  
While noting that insurers offered initial support for the trust-fund concept, Mr. Farmer said subsequent Senate negotiations caused many insurers to oppose S. 852.  He said this was because the bill, in its current form, would allow seepage into the tort system and, therefore, little finality for insurers regarding asbestos claims.  He said the proposal also requires a too-high contribution from the industry.
Mr. Farmer said recent S. 852 activity in the Senate included a 58 to 41 vote to uphold a budget point of order.  He said this action returned the bill to the Senate Judiciary Committee, had the “practical effect” of terminating consideration of the legislation, and raised serious concerns regarding the likelihood of federal asbestos activity this session.  Mr. Farmer commented that opposition from both Republicans and Democrats made further consideration of S. 852 unlikely in the coming months.  
Regarding state initiatives, Mr. Farmer said that 1) at least 14 legislatures have an asbestos-related bill pending and 2) Ohio, Texas, Georgia, and Florida have adopted legislation establishing medical criteria for asbestos claims.  He noted that some of these laws are being challenged in the courts.
Mr. Farmer offered support for a 2003 NCOIL Resolution Regarding the Need for Effective Asbestos Reform that, among other things, endorses certain state and federal asbestos reform efforts, as well as supports a properly constructed, reasonable, and balanced mechanism to fund asbestos liabilities.

Following Committee discussion, legislators voted via unanimous voice vote to retransmit the NCOIL resolution to Congressional leadership following the 2006 Spring Meeting.   
EXTRAORDINARY LIFE CIRCUMSTANCES AMENDMENT TO NCOIL CREDIT SCORING MODEL ACT

Ms. Thorson reported that at the 2005 Annual Meeting in November, legislators readopted the NCOIL Model Act Regarding Use of Credit Information in Personal Insurance, originally adopted in November 2002, and determined to consider at the Spring Meeting a drafting note amendment regarding extraordinary life circumstances.  She said approximately seven (7) states with NCOIL-based legislation had incorporated such provisions in their laws.    
Ms. Thorson said the proposed amendment before the Committee would add a drafting note to Section 5, regarding use of credit information.  Among other things, she said the amendment would 1) require an insurer to disregard, upon a consumer’s request, credit information related to an extraordinary life circumstance; 2) require independent verification of such an event; and 3) clarify that an insurer’s compliance with state rate and rate-filing rules, among other requirements, would not be jeopardized because of granting an exception.
Ms. Thorson also noted that the NCOIL credit scoring model law would, among other things, 1) prohibit an insurer from denying, canceling, or non-renewing a policy based solely on credit information; 2) require an insurer to re-underwrite and re-rate an insured whose credit report was corrected; and 3) require an insurer to notify an applicant that credit information would be used, as well as notify when an adverse action was based on credit information and what the four primary credit-related factors were. 
Following Committee discussion, legislators adopted the proposed amendment via unanimous voice vote and forwarded the amended model act to the Executive Committee for consideration the following day.
NATIONAL FLOOD INSURANCE PROGRAM (NFIP) AND FUTURE REFORMS

Ed Pasterick of the Federal Emergency Management Agency (FEMA) updated the Committee regarding the impact that Hurricanes Katrina, Rita, and Wilma had on the NFIP.  He said the program had paid approximately 87 percent of Katrina-related claims, 82 percent of Rita, and 63 percent of Wilma, for a total of $14.9 billion in claims paid thus far.  He said the average Katrina claim was $100,000—up significantly from the NFIP-average of $17,000.            

Mr. Pasterick said that, in response to changes required under the Flood Insurance Reform Act of 2004, the NFIP was sending each policyholder 1) a summary of coverage, highlighting aspects of the NFIP that tend to cause consumer confusion; 2) NFIP loss history for each property in question; and 3) information regarding the processes for filing/disputing NFIP claims.  He said the program, as per the 2004 law, was formalizing its appeals process and working to implement minimum training requirements for insurance agents.  Mr. Pasterick noted that because agent oversight is a state prerogative, the NFIP was collaborating with state legislators and regulators to satisfy the Act’s mandate.   
Mr. Pasterick said several proposed federal bills would reform the NFIP in various ways, including extending the mandatory flood insurance purchasing requirement from a 100-year floodplain to a 500-year floodplain.  He said other reforms would 1) extend NFIP coverage limits to account for rising real estate and construction costs; 2) begin offering coverage for additional living expenses; and 3) begin offering business interruption coverage.  He commented that these latter two proposals would be costly and noted that the NFIP was currently facing unprecedented increases in its borrowing authority from the U.S. Treasury.  He commented that although the NFIP must repay the borrowed funds, there was some question as to whether that was actually possible.
In response to a question from Assem. Calhoun, Mr. Pasterick said federal law requires the NFIP to offer flood insurance coverage to repetitive loss properties.  In many cases, he said, these properties were built prior to establishment of NFIP building standards and so, although the properties’ flood premiums are costly, they do not reflect the actual risk of flood loss.  He said Katrina damage in Louisiana illustrated the problem because, while the common-sense response to a repetitive-loss property in a floodplain would be to move elsewhere, such options often do not exist in distressed areas like New Orleans. 

In response to comments from Sen. Geller, Mr. Pasterick overviewed FEMA’s non-insurance related disaster assistance.  He stressed that these options are not alternatives to appropriate insurance coverage.
Mr. Pasterick said the NFIP has always had a single-adjuster program and has worked through state wind pools toward this end, though he acknowledged that some pools were more receptive than others.  
In response to questions from Del. Morgan, Mr. Pasterick noted that the NFIP will not cover properties that are entirely over water.  He said, in part, that 1) homeowners along high-risk coastal areas will often choose to build with or without coverage and 2) at least by requiring NFIP-participating communities to enforce stronger building codes, the high-risk properties are constructed to better standards.  He challenged the idea that offering flood coverage to repetitive loss properties encourages development in hazardous areas.  
Mr. Pasterick addressed issues related to outdated floodplain maps and commented that most of the questionable properties, which probably should be required to purchase flood insurance, exist on the borders of already-established flood zones. 
FRAUD ISSUES AND POTENTIAL MODEL LEGISLATION
Major John Askins of the Florida Department of Financial Services, Division of Insurance Fraud, discussed the value of a dedicated insurance fraud prosecutor.  He reported that personal injury protection (PIP) fraud has been “raging out of control” for decades in Florida and other no-fault jurisdictions.  He said that in 2004 the Department secured money from the state’s high-risk auto insurance pool to fund a pilot program in which a dedicated trial prosecutor would work with detectives in Miami-Dade county, where PIP fraud is particularly rampant.   
Mr. Askins said that within a year, fraud convictions and fines had increased significantly, thanks to the new prosecutor and to what he described as very progressive anti-fraud legislation.  He noted that the legislature has permanently funded the dedicated prosecutor and that, thanks to continued funding from the JUA, the Department has hired a second anti-fraud attorney.  He praised a new statute that made PIP fraud a second-degree felony, with a minimum prison term of two (2) years, and said that more than 100 people had been arrested under that law.
Reputable information, Mr. Askins concluded, is indicating that Florida’s organized fraud rings are being pushed out of the state as a result of these efforts.
Howard Goldblatt of the Coalition Against Insurance Fraud highlighted other anti-fraud efforts in Florida, including 1) expanding the fraud felony to those who stage “paper accidents,” in which the event does not physically take place; 2) establishing a 60-day restriction on access to accident info and to traffic violations affiliated with accidents; and 3) allowing victim-assistance programs to access information within 60 days, but requiring that those programs have valid, federal charitable-tax status.  He also said the legislature had expanded restrictions on ownership of medical clinics to those guilty of crimes in other states.  Previously, Mr. Goldblatt explained, the law only prohibited Florida felons from owning clinics.
Mr. Goldblatt said the Coalition was considering reevaluating its Model Anti-Runner Fraud Bill, which NCOIL originally endorsed in July 2003, to make the incident of a staged accident the crime, rather than the act of being a runner.  He said the Coalition also was considering whether a model law establishing an anti-fraud prosecutor would be necessary, noting that such a position may not be necessary in all states.
Sen. Redfield reminded the Committee that investigation and consideration of anti-fraud legislation was a 2006 Committee charge.  Following legislative discussion, members determined to consider an anti-fraud proposal at the Summer Meeting. 
OTHER BUSINESS

ILF STUDY REGARDING AUTO INSURANCE BEST PRACTICES

Ms. Thorson said the Insurance Legislators Foundation (ILF), NCOIL’s educational and research arm, had voted to pursue a study into motor vehicle safety initiatives.  She said these included, among other things, automated enforcement efforts such as red-light cameras; staggered licenses for young drivers; distracted driving tactics, including those regarding cell phone use; roundabouts and other roadway techniques; and DUI/DWI enforcement, such as ignition interlock systems.
Ms. Thorson said NCOIL staff had contacted the Insurance Institute for Highway Safety (IIHS) regarding its participation in the study and was drafting a proposed agreement for IIHS consideration.  She said that at the ILF meeting the previous day, legislators voted to eliminate in the study’s title any reference to “best practices.”  She said the Board favored An Analysis Into State Efforts Regarding Motor Vehicle Safety.   
GUARANTY FUNDS

Kevin Harris of the National Conference of Insurance Guaranty Funds (NCIGF) said state guaranty funds were experiencing unprecedented activity and that legislatures need to reexamine how they operate.  He encouraged the Committee to add consideration of state guaranty funds as a 2006 Committee charge and to begin discussion of the issue at the Summer Meeting.
Following legislative discussion, the Committee determined to address the subject in July.
ADJOURNMENT

There being no further business, the meeting adjourned at 12:15 p.m.
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