NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

FINANCIAL SERVICES & INVESTMENT PRODUCTS COMMITTEE
Washington, DC
February 28, 2009
MINUTES

The National Conference of Insurance Legislators (NCOIL) Financial Services & Investment Products Committee met at the Hyatt Regency Washington on Capitol Hill in Washington, DC, on Saturday, February 28, 2008, at 8:00 a.m.

Assem. Joseph Morelle of New York, chair of the Committee, presided.

Other members of the Committee present were:

Rep. Greg Wren, AL


Rep. Brian Kennedy, RI

Sen. Ralph Hudgens, GA

Rep. Charles Curtiss, TN

Rep. George Keiser, ND

Rep. Hubert Vo, TX
Rep. Frank Wald, ND


Sen. Ann Cummings, VT
Sen. William J. Larkin, Jr., NY

Sen. Frank Deem, WV
Other legislators present were: 


Sen. William R. Haine, IL

Rep. Todd Book, OH

Rep. Ronald Crimm, KY

Rep. Dan Dodd, OH


Rep. Robert Damron, KY

Rep. Robert Godshall, PA


Del. Aisha Braveboy, MD

Rep. Anthony Melio, PA


Rep. Barb Byrum, MI


Sen. David Thomas, SC

Sen. Neil Breslin, NY


Sen. Mike Hall, WV


Sen. James Seward, NY

Also in attendance were:


Susan Nolan, 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

After a motion made and seconded, the Committee voted unanimously to approve the minutes of its November 20, 2008, meeting in Duck Key, Florida.
NATIONWIDE MORTGAGE LICENSING SYSTEM
Rep. Keiser said that State Model Legislation for Implementation of Public Law 110-29, Title V—S.A.F.E. Mortgage Licensing Act provided a template for states to enact minimum requirements for licensing state residential loan originators.  He said the S.A.F.E. Act would require that all mortgage loan originators be licensed or registered through a Nationwide Mortgage Licensing System (NMLS).  He said that the Conference of State Bank Supervisors (CSBS) and the American Association of Residential Mortgage Regulators (AARMR) had developed the bill, and he suggested that NCOIL officially support it.
John Ryan of CSBS said that the S.A.F.E. Act—enacted in 2008—preserved state regulatory authority while creating a federal floor for mortgage originator licensing standards.  He said that Congress gave the states one year to enact the S.A.F.E. Act’s minimum requirements and that a state’s failure to enact such reform could permit the U.S. Department of Housing and Urban Development (HUD) to establish a duplicative and costly regulatory regime to license and regulate loan originators in that state.  
Mr. Ryan said that state enactment of the model act would demonstrate to Congress that the states can pursue licensing uniformity and reform.  He said that the legislation would keep solvency oversight with the states.     
Responding to a question from Rep. Kennedy regarding the timeframe for state adoption, Mr. Ryan said that the Congressional legislation required states to approve S.A.F.E. Act requirements before July 31, 2009.  
Following a motion made and seconded, the Committee voted unanimously to support the State Model Legislation for Implementation of Public Law 110-29, Title V—S.A.F.E. Mortgage Licensing Act.  

U.S. DEPARTMENT OF DEFENSE REPORT ON PREDATORY LENDING

Rep. Keiser said that a proposed Resolution in Support of the Enforcement of the Department of Defense Predatory Lending Regulation would support state enforcement of a U.S. Department of Defense (DoD) regulation regarding lending to service members.  
Colonel Marcus Beauregard of the DoD reported that the regulation addressed payday loans, vehicle title loans, and tax refund anticipation loans and noted that the states are the primary regulators of title and payday loans.  He said that the DoD continued to work with national associations of state regulators, including CSBS, to promote state enforcement of the regulation.  

Col. Beauregard said that while states had been performing examinations of certain lending institutions, they were unable to enforce the regulation if they found an entity out of compliance, and he stated that the proposed resolution would urge states to enact enforcement authority.  He said that state lawmakers could insert language into their current state code that would allow states to enforce the regulation.  
Following a motion made and seconded, the Committee voted unanimously to adopt the resolution.

CREDIT DEFAULT SWAP REGULATION/NCOIL HEARING

Assem. Morelle reported that the NCOIL Financial Services & Investment Products and Steering Committees had held a five-hour public hearing in January to investigate credit default swaps (CDS) and to determine whether states should have a role in regulation of the market.  He said that he had also represented NCOIL at a February U.S. House Committee on Agriculture Committee hearing.  He said he testified that CDS resemble a species of insurance and that states should have a role in regulating the CDS market.  He said that Agriculture Committee Chair Congressman Collin Peterson (D-MN) said during the hearing that states might possibly share oversight responsibilities.

Assem. Morelle then read a letter from NCOIL Secretary Sen. Carroll Leavell (NM).  The letter stated that he believed CDS are security instruments and should be regulated by the federal government and that few states outside of New York are prepared to regulate CDS as insurance.

Rep. Keiser applauded those who participated in the NCOIL public hearing and stated that the states need to have a role in regulating CDS.  Sen. Seward agreed and suggested that NCOIL form a Task Force to meet via public conference calls to develop an appropriate regulatory position.  
Neil Alldredge of the National Association of Mutual Insurance Companies (NAMIC) said that NAMIC believed that CDS were securities, not insurance, products.  He said that CDS parties carry no insurable interest and that there are no reserve requirements for CDS entities.  He said that NCOIL pushing for state regulation of CDS begged the question of why states have not been regulating the CDS market.   
Responding to a question from Assem. Morelle, Mr. Alldredge clarified that NAMIC thinks that CDS need to be regulated, but that they should not be regulated as insurance.       
New York State Insurance Superintendent Eric Dinallo said that the definition of insurance under New York State law could be read to include CDS.  He said that Congress had preempted state regulation of certain swaps when it approved the Commodity Futures Modernization Act (CFMA) in 2000.  He said the CFMA had preempted state “bucket shop” laws that made it illegal to speculate on insurance.     
Assem. Morelle asked if the National Association of Insurance Commissioners (NAIC) had a position on CDS regulation.  Superintendent Dinallo said that the NAIC was monitoring Congressional and federal agency activity that could create a holistic approach to CDS.

After further discussion of the CFMA, among other things, members discussed NCOIL options moving toward the NCOIL Summer Meeting.  Assem. Morelle and Rep. Keiser supported the recommendation by Sen. Seward to form a Task Force to develop a regulatory policy for discussion in July.  Sen. Deem said that all members of the Committee should be invited to participate in Task Force conference calls.  Sen. Hudgens asked NCOIL staff to distribute background information on NCOIL CDS activity to Committee members.  

Following a motion made and seconded, the Committee voted unanimously to approve the formation of an NCOIL Task Force on Credit Default Swap (CDS) Regulation.  The motion authorized the Task Force—which would be appointed by Sen. Seward during the NCOIL Executive Committee meeting—to hold public conference calls before the NCOIL Summer Meeting to develop a regulatory policy for discussion in July.    
FEDERAL BAILOUT ACTIVITY
Julie Gackenbach of Confrere Strategies reported that the Troubled Assets Relief Program (TARP) serves as an umbrella for six programs and noted that the largest is the Capital Purchase Program (CPP).  She said that the federal government had provided $195 billion to 317 institutions through the CPP and noted that more than 2,000 applications for federal assistance are pending.  She said that a Systemically Significant Failing Institutions Program (SSFIP) was designed to address companies deemed “too large to fail” and described a Targeted Investment Program (TIP) that she said was designed to promote confidence in the economy.
Ms. Gackenbach also discussed a Term Asset-Backed Securities Loan Facility (TALF) to help facilitate consumer loans and an Asset Guarantee Program (AGP) that provides assurances on certain assets of select institutions.  She said that a new Capital Assistance Program (CAP) has been announced that would compliment, not replace the CPP.  She said that CAP would require the largest institutions to undergo asset and balance sheet reviews under baseline and worst case scenarios.  She said that companies that did not meet certain standards would be given six months to acquire additional capital.    

ADJOURNMENT
There being no further business, the meeting adjourned at 9:20 a.m.
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