NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

PROPERTY-CASUALTY INSURANCE COMMITTEE

PHILADELPHIA, PENNSYLVANIA
JULY 12, 2009
MINUTES

The National Conference of Insurance Legislators (NCOIL) Property-Casualty Insurance Committee met at the Marriott Philadelphia Downtown in Philadelphia, PA, on Sunday, July 12, 2009, at 8:00 a.m.
Rep. Charles Curtiss of Tennessee, chair of the Committee, presided.

Other members of the Committee present were:


Sen. Ralph Hudgens, GA

Sen. Carroll Leavell, NM


Sen. William R. Haine, IL

Assem. Nancy Calhoun, NY

Rep. Ron Crimm, KY


Assem. Joseph Morelle, NY

Rep. Susan Westrom, KY

Rep. Dan Dodd, OH

Rep. Barb Byrum, MI


Sen. Jake Corman, PA

Rep. George Keiser, ND

Rep. Robert Godshall, PA

Sen. Jerry Klein, ND


Rep. Brian Kennedy, RI

Rep. Frank Wald, ND


Rep. Kathleen Keenan, VT
Rep. Don Flanders, NH


Other legislators present were: 

Rep. Perry Thurston, Jr., FL

Rep. Robert Damron, KY

Sen. Bill Brady, IL


Rep. Tommy Thompson, KY

Sen. Travis Holdman, IN

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 March 1, 2009, meeting in Washington, DC.

SUBCOMMITTEE ON NATURAL DISASTER INSURANCE LEGISLATION

Ms. Thorson, reporting on behalf of acting Subcommittee chair Rep. Keiser, said the Subcommittee had heard reports on development of a National Association of Insurance Commissioners’ (NAIC) catastrophe rating model and mega-catastrophe white paper; received updates on state and federal activity; and discussed plans for a proposed NCOIL public-private catastrophe financing system.  Regarding the financing proposal, Ms. Thorson said the Subcommittee planned to hear comments from a variety of interested parties at the November Annual Meeting.   
CROP INSURANCE ADJUSTER LICENSING

Eric Nordman of the NAIC reported that most states require crop insurance adjusters to pass general property-casualty insurance exams, although these exams contain few crop-specific questions.  He said that auditors for the Risk Management Agency (RMA), which oversees the federal crop insurance program, had criticized RMA for failing to ensure that crop adjusters were properly trained.  The RMA subsequently set a July 1, 2012, deadline, Mr. Nordman said, by which the agency would preempt state licensing requirements unless states toughened their standards.  He said that RMA was working with states to enhance their requirements and forestall federal preemption.
Mr. Nordman overviewed actions that states might take to comply, including to accept the results of a crop-specific proficiency exam in place of a general p-c test.  He said that legislative action was necessary in 14 states to avert RMA preemption and that regulators welcomed NCOIL efforts to promote legislator awareness.  Mr. Nordman characterized adjuster licensing modernization as an opportunity to work constructively with a federal agency.
Robert Parkerson of National Crop Insurance Services (NCIS) overviewed an NCIS Certification Adjusters Proficiency Program (CAPP), which he said was developed to comply with RMA training and licensing requirements.  
Mr. Parkerson said that to receive and maintain CAPP certification, an adjuster must 1) meet an insurer’s minimum annual training requirements; 2) complete CAPP exams on general insurance terms and concepts, basic policy provisions, and loss adjustment manual and general adjuster information; and 3) complete annual continuing education requirements.  He described the process by which an adjuster takes a CAPP exam and said that NCIS had worked with RMA on development of the program.
Mr. Parkerson reported that some jurisdictions require testing on state-specific issues and that NCIS was working with those states to tailor CAPP tests as appropriate.  He said that under the new RMA licensing requirements, states would maintain their authority to impose licensing fees.  In response to a question from Rep. Curtiss, Mr. Parkerson said the CAPP program does not currently address specific crops, such as nurseries.
In response to a question from Rep. Wald, Mr. Parkerson said that as of July 1, 2012, adjusters who earn CAPP certification will be able to adjust claims throughout the country.  

Tom Zaccharias of NCIS then discussed the organization’s efforts regarding proctoring of exams. David Miller of RMA confirmed that the agency had worked with NCIS and said, among other things, that RMA was evaluating the CAPP program to ensure that it met agency standards.

Rep. Curtiss outlined a draft NCOIL letter to 14 states that were in need of legislative action and stressed a need for uniform adjuster requirements.  He proposed amending the draft letter to strike language encouraging a state to “develop its own crop-specific test” as a way to avoid RMA preemption.  Rep. Curtiss said there was no need for states to create their own exams if NCIS had already developed one.
Upon a motion made by Sen. Haine and seconded, the Committee adopted the proposed letter as amended via unanimous voice vote.

EXTRAORDINARY LIFE CIRCUMSTANCES
Ms. Thorson overviewed NCOIL development of a 2002 NCOIL Model Act Regarding Use of Credit Information in Personal Insurance, including addition of an extraordinary life circumstances (ELC) drafting note in 2005.  In general, she said the model would establish consumer protections in states that choose to allow insurer use of credit information, including safeguards for elderly, low-income, ethnic, and young consumers.
Ms. Thorson said that a proposed extraordinary life circumstances amendment had been developed to assist consumers whose credit had been impacted by the economic crisis.  She explained that the amendment would move the 2005 drafting note into the body of the model and would broaden its provisions.  She enumerated the various events that would qualify as extraordinary circumstances—including serious illness or injury; death of a spouse, child, or parent; divorce or involuntary interruption of legally owed alimony or support payments; identity theft; temporary and involuntary loss of employment for a period of three months or more; and military deployment overseas, among others.
Ms. Thorson reported that the draft ELC amendment would allow an insurer to require written, verifiable documentation of the extraordinary event and proof that the event harmed the consumer’s credit.  She said the proposal also addressed methods and timeframes for requesting and granting ELC exemptions, granting multiple exemptions for the same event, and consumer disclosure.

Jeff Kucera, representing the Casualty Practice Council (CPC) of the American Academy of Actuaries (AAA), said that AAA supported NCOIL interest in helping victims of the economic crisis.  However, he encouraged legislators to further examine possible impacts of the draft amendment.  He said, among other things, that the amendment could adversely impact non-victims.  Mr. Kucera commented that overall, the credit crisis had not significantly lowered insurance scores.
Mr. Kucera and Senator Leavell discussed issues regarding states that ban insurance scoring.  Following a question from Assem. Calhoun regarding correlating extraordinary events to credit scores, Mr. Kucera said that credit and insurance scores are calculated differently.  He explained that insurance scores aim to predict potential losses while credit scores focus on ability to repay a loan.  
Rep. Curtiss added that under the proposed amendment, a consumer must prove that a credit event directly impacted his/her insurance score.

At the request of Rep. Curtiss, Mr. Nordman outlined recent NAIC insurance scoring activity, including a joint Market Regulation and Consumer Affairs (D)/Property and Casualty Insurance (C) Committee hearing on how companies use insurance scores.  Mr. Nordman said NAIC had no official position on the issue but was moving toward one.      
Insurer representatives urged Committee adoption of the proposed ELC amendment.  Deirdre Manna of the Property-Casualty Insurers Association of America (PCI) described NCOIL as a leader in insurance scoring consumer protection and said that enactment of the draft amendment would enhance that role.  She said that adoption of the amendment would give guidance to regulators interested in addressing the issue, as well as to the NAIC, and would prove to Congress that there was no need for federal action.
Cate Paolino of the American Insurance Association (AIA) echoed Ms. Manna’s comments.  She added that the NCOIL model act struck a balance between promoting competition and protecting consumers.  Joe Thesing of the National Association of Mutual Insurance Companies (NAMIC) added that three states banned use of insurance scores and 26 had NCOIL-based oversight.
Rep. Keiser said that extraordinary life circumstances have long-standing, not temporary, effects on consumer credit.  He expressed concern that the proposed amendment would destabilize the proper functioning of an insurance scoring system.

Ms. Paolino agreed that such an outcome was possible but stated that ELC exemptions were an important public policy tool.  She reported that, according to information offered by an AIA member company, the request rate for ELC waivers was very small.  

Sen. Leavell commented that the proposed amendment was critical to addressing the financial crisis, and he expressed particular support for the temporary, involuntary loss of employment allowance.

Rep. Thurston asked for details regarding state efforts to ban insurance scoring.  Mr. Thesing said, among other things, that legislators in approximately 25 states had introduced bills that session to ban the practice but that no state had moved forward on the issue.  In response to a question from Rep. Thurston regarding correlating specific extraordinary events to insurance losses, Ms. Paolino said that correlation studies looked at aggregate losses and did not address extraordinary events.

Sen. Hudgens questioned whether the Committee should define what “serious” means, as contemplated by a proposed Section 6.A.2 exception for “serious injury or illness.”  Rep. Curtiss responded that Section 6.B. would already require that a consumer prove that an event, such as an illness or injury, was serious enough to harm his/her credit, and so a definition was not necessary.  Insurer representatives agreed. 
Assem. Morelle asked how long a consumer would receive an ELC exemption.  Ms. Paolino said the exception would apply for one policy term and that an insurer would subsequently determine whether to extend the waiver.  Assem. Morelle suggested that granting exceptions for extraordinary events was not an insurer sacrifice because all other ratepayers would make up the premium difference.  Rep. Curtiss said subsidization was key to any insurance market.

Ms. Thorson asked insurer representatives to explain how companies use insurance scores.  Ms. Paolino said, among other things, that scores were most commonly used during initial underwriting.  
Rep. Keiser reiterated his opposition to exempting extraordinary events, saying that once an insurer grants an exception a consumer will expect to receive that waiver going forward.  Rep. Curtiss said that the proposed amendment did not require an insurer to give an exemption more than once.

Sen. Haine said, among other things, that the proposed amendment was important to keeping the market viable during a time of economic stress.  He said he strongly supported the amendment.
James Tuite of State Farm Mutual Insurance Companies spoke to amendment-related issues including, among others, insurer use of credit information and state enactment of ELC language.  

Sen. Brady said Illinois could not have adopted the NCOIL insurance scoring model act without ELC language.  He noted that the proposed NCOIL amendment was similar to Illinois provisions.  He reported that the state’s extraordinary events language had had no adverse impact on the Illinois market.  
Upon a motion made by Sen. Haine and seconded by Sen. Corman, the Committee adopted the proposed amendment by a vote of 14-1.  Rep. Keiser voted in opposition. 
NATIONAL FLOOD INSURANCE PROGRAM (NFIP)
Ms. Thorson, on behalf of a Federal Emergency Management Agency (FEMA) representative who could not attend the Summer Meeting, reported that Rep. Maxine Waters (D-CA) had introduced a bill, H.R. 3139, to extend the flood program through March 31, 2010.  Ms. Thorson said that the NFIP owed the U.S. Treasury $18 billion and was hoping that federal reform legislation would forgive that debt.  
Ms. Thorson said that although Congressman Gene Taylor (D-MS) had reintroduced a bill to incorporate wind coverage into the NFIP, Homeland Security Secretary Janet Napolitano had written the Senate Banking Committee opposing such a plan.  Among other things, Ms. Thorson reported, Secretary Napolitano said the Taylor bill was unnecessary and would expose the government to catastrophic losses.
Regarding flood maps, Ms. Thorson said that a large-scale updating of maps had expanded some areas designated as high risk, meaning that some property owners must purchase flood insurance for the first time.  She said that since premiums can be costly, FEMA was working on Capitol Hill to extend homeowner relief without compromising NFIP finances.
Sen. Haine questioned whether FEMA received a percentage of policyholder flood insurance premiums.  He expressed frustration with FEMA flood map and decertification activity and requested agency participation at the November Annual Meeting.  
Rep. Keiser said that flood insurance exclusions, including those for basement contents, were also problematic.  He said NCOIL had a responsibility to force FEMA to address state flood insurance concerns.  Rep. Kennedy agreed and encouraged further NCOIL discussion of the issue. 
ADJOURNMENT

There being no further business, the meeting adjourned at 9:25 a.m.
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