NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

STATE-FEDERAL RELATIONS COMMITTEE
AUSTIN, TEXAS
NOVEMBER 19, 2010

MINUTES

The National Conference of Insurance Legislators (NCOIL) State-Federal Relations Committee met at the Hilton Austin Downtown in Austin, Texas, on Friday, November 19, 2010, at 1:30 p.m.
Rep. Greg Wren of Alabama, chair of the Committee, presided.

Other members of the Committee present were:
Sen. Ralph Hudgens, GA

Sen. William J. Larkin, Jr., NY
Sen. Travis Holdman, IN

Sen. James Seward, NY

Sen. Vi Simpson, IN


Sen. Keith Faber, OH

Sen. Ruth Teichman, KS

Rep. Brian Kennedy, RI

Rep. Robert Damron, KY

Rep. Charles Curtiss, TN

Rep. George Keiser, ND

Rep. Craig Eiland, TX

Rep. Frank Wald, ND


Rep. Kathleen Keenan, VT

Sen. Carroll Leavell, NM

Rep. Virginia Milkey, VT

Assem. Jonathan Bing, NY

Other legislators present were: 

Rep. Kurt Olson, AK


Rep. William Sandifer III, SC

Rep. Barry Hyde, AR


Sen. David Thomas, SC

Rep. Don Flanders, NH


Del. Harvey Morgan, VA
Assem. Joseph Morelle, NY

Del. Harry Keith White, WV

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 July 9, 2010, meeting in Boston, MA.
PROPOSED RESOLUTION OPPOSING OFC PROPOSALS
Kevin McKechnie of the American Bankers Insurance Association (ABIA) commented on federal insurance activity, saying that he did not envision Congress voting on optional federal charter (OFC) legislation.  He highlighted roles and responsibilities of a new Federal Insurance Office (FIO) and suggested that the FIO would see surplus lines insurance as suitable for federal regulation if the National Association of Insurance Commissioners (NAIC) did not implement Dodd-Frank provisions in a way that embraced uniformity.   

Rep. Wren expressed concern regarding the role of the FIO and urged support for a proposed Resolution Urging Opposition to Optional Federal Charter Proposals that he said reasserted NCOIL long-standing opposition to any form of OFC legislation.  Upon a motion made and seconded, the Committee voted unanimously to adopt the resolution.          
PROPOSED MARKET CONDUCT ANNUAL STATEMENT (MCAS) MODEL
Rep. Wren said that the Committee had considered Sen. Seward’s draft Market Conduct Annual Statement Model Act since the 2009 Spring Meeting.  He said that the Committee had considered interested-party amendments during meetings in 2009, as well as during four conference calls in 2010.  
Mr. Humphreys said the model act would authorize a regulator to annually collect MCAS data and provide a framework of confidentiality for the collection and sharing of such information, among other things.  He highlighted a proposed technical amendment that would replace a previously undefined term and a second amendment that would delete duplicative text.
NCOIL legislators then received input from Director Mary Jo Hudson (OH), on behalf of the NAIC, Eric Goldberg of the American Insurance Association (AIA), Birny Birnbaum of the Center for Economic Justice (CEJ), Deirdre Manna of the Property Casualty Insurers Association of America (PCI), and Joe Thesing of the National Association of Mutual Insurance Companies (NAMIC).   
Supported the Model Act  
· Mr. Thesing said NAMIC endorsed the pending draft and urged Committee adoption
· Mr. Goldberg and Ms. Manna said the timing of the model was important, as many new regulators would take office in 2011and the MCAS program would expand from 29 to 47 states  

· Mr. Goldberg and Ms. Manna suggested revising the model’s threshold from $100,000 in direct written premium nationwide to $50,000 in a state to conform to NAIC rules
Expressed Concern with the Model Act
· Director Hudson said that regulators already had responded to NCOIL concerns by requiring MCAS data to filed through the states rather than the NAIC, maintaining MCAS data as confidential, and providing a uniform interface for MCAS data

· Director Hudson said that the model could inadvertently make it more difficult for states to work together on MCAS  

· Mr. Birnbaum said the model was too prescriptive and could limit regulators’ ability to use data in a way that could promote marketplace competition  
Sen. Seward said that it was important to adopt the model legislation to provide guidance to the states and establish statutory rules for the MCAS program. The Committee then voted unanimously to:

· waive the NCOIL 30-day rule to consider amending the model’s premium threshold from $100,000 nationwide to $50,000 in a state

· approve the premium threshold amendment
· approve technical amendments to replace an undefined term and delete duplicative text

· approve the model legislation, as amended 
INTERSTATE INSURANCE PRODUCT REGULATION COMMISSION

Director Hudson, chair of the Interstate Insurance Product Regulation Commission (IIPRC), reported on IIPRC elections and Legislative Committee appointments, noting that NCOIL had reappointed Reps. Damron, Kennedy, and Olson, as well as Sen. Faber.  She said that IIPRC long-term care standards would go into effect on December 1 and commented that only Indiana—an original partnership state—had indicated that it would opt out.  Director Hudson also outlined recent activity surrounding compact legislation passed by both chambers in Illinois and New Jersey and added that Nevada and Oregon had committed to putting the compact on their 2011 legislative calendars.      
Rep. Wren said that Alabama would consider compact legislation in 2011.  
2011 COMMITTEE CHARGES
Mr. Humphreys said the proposed 2011 Committee charges were as follows:

· expand state-based insurance modernization efforts, e.g. the Interstate Insurance Product Regulation Compact

· reinforce NCOIL opposition to federal preemptive measures, including optional federal chartering, and pursue joint initiatives with other organizations as appropriate

· continue support for state implementation of the Nonadmitted and Reinsurance Reform Act’s surplus lines insurance provisions
Upon a motion made and seconded, the Committee unanimously adopted the 2011 charges.
REVIEW OF SUNSETTING MODEL LAWS, AS PER NCOIL BYLAWS
Mr. Humphreys overviewed NCOIL model legislation that, as per NCOIL Bylaws, would sunset unless readopted.  He said, among other things, that:  

· Exhaustion of Administrative Remedies Model Legislation—adopted in 2002 and readopted in 2005—would require a court to dismiss or abate a civil action filed against an insurance entity unless all applicable state insurance department administrative remedies had been pursued  

· a Producer Compensation Disclosure Model Amendment to the Producer Licensing Model Act (PLMA)—adopted at the 2005 NCOIL Spring Meeting—would impose new disclosure and acknowledgement requirements on any producer who is compensated for an insurance placement by both a client and an insurer in the same transaction  
Mr. Goldberg of the AIA called the administrative remedies model an important tool for regulators and urged its readoption.  Upon motions made and seconded, the Committee voted unanimously to readopt the model acts.  
PROPOSED RESOLUTION IN SUPPORT OF CONFORMING STATE CODES TO NRRA

Dan Maher of the Excess Line Association of New York (ELANY) and Steve Stephan of the National Association of Professional Surplus Lines Offices (NAPSLO) supported a proposed Resolution in Support of Amending the Insurance Law to Conform to the Nonadmitted and Reinsurance Reform Act (NRRA).  Mr. Maher said that states need to change definitions of “home state” and “exempt commercial purchaser”, among other things, to conform to NRRA provisions.  Mr. Stephan called many of the required changes noncontroversial and said that brokers were hoping to avoid conflicts between state law and NRRA mandates.    
Rep. Keiser, sponsor of the resolution, said that states had to take action to address the NRRA and had little time because of its July 21, 2011, effective date.  David Kodama of PCI said that PCI would support state implementation efforts.    
Following motions made and seconded, the Committee voted unanimously to waive the NCOIL 30-day rule to consider the proposed resolution.  Legislators then voted unanimously to approve it.  
SLIMPACT-LITE

After a motion made and seconded, the Committee voted unanimously to waive the NCOIL 30-day rule and consider a proposed Surplus Lines Insurance Multi-State Compliance Compact (known as SLIMPACT-Lite).  
Mr. Humphreys summarized an inaugural State Leader Summit:  Working Session on Financial Modernization held that morning and described SLIMPACT-Lite and a draft NAIC Nonadmitted Insurance Multi-State Agreement (NIMA).  Mr. Humphreys said that SLIMPACT had been developed over the course of several years by surplus lines experts, with input from state legislators and regulators.  
Mr. Humphreys added that NCOIL had slimmed down SLIMPACT to develop SLIMPACT-Lite by deleting a uniform standards section, among other things.  He said that the model would create an interstate compact to streamline surplus lines taxation/regulation and to provide uniform rules regarding eligibility and policyholder notices.  Mr. Humphreys said that the NCOIL Steering Committee at the Summit had referred SLIMPACT-Lite to the State-Federal Relations Committee for consideration.  
Commissioner Susan Voss (IA), NAIC President-Elect, said that it was important for all state groups to agree on an NRRA tax allocation and reporting system.  She added that the NAIC was committed to working with NCOIL on surplus lines issues.
Assem. Morelle commented that SLIMPACT-Lite represented a line in the sand.  He suggested that NCOIL continue working towards compromise with other interested parties.   
Rep. Keiser said that if the NAIC proceeds with NIMA, industry and legislators would oppose it in the states and that if NCOIL moved forward with SLIMPACT-Lite, NAIC and regulators likely would oppose it.  He said that state groups had to find a middle ground.      
Rep. Kennedy said that NCOIL had first supported SLIMPACT and urged regulator action in 2007.  He said that the states were 200 days away from having to adopt something to comply with the NRRA and argued that starting over was not an option. 
Rep. Damron said that NCOIL had asked NAIC to work on SLIMPACT for three (3) years.  He said that since the states had not solved tax/regulatory inefficiencies, industry went to Congress and Congress approved the NRRA—putting state premium tax dollars at risk.  Rep. Damron then described interstate compacts as mechanisms that states have always used to collectively solve problems and called SLIMPACT-Lite the best chance at solving the majority of state needs.  He cautioned that taking no action would send a clear message to Congress that states cannot work together to solve national problems.  He then moved the adoption of SLIMPACT-Lite.  
The Committee approved SLIMPACT-Lite by a vote of 12-3, more than the two-thirds required under the 30-day rule.  Those in favor of SLIMPACT-Lite were:


Sen. Hudgens


Rep. Damron


Rep. Kennedy



Sen. Holdman


Sen. Leavell


Rep. Curtiss



Sen. Simpson


Sen. Larkin


Rep. Keenan

Sen. Teichman


Sen. Faber


Rep. Milkey
Reps. Keiser and Wald, as well as Assem. Bing voted against adopting SLIMPACT-Lite.  

OTHER BUSINESS
The Committee applauded NCOIL Past President Sen. Alan Sanborn (MI) for his past service to NCOIL and to the State of Michigan.  Sen. Sanborn, who was term-limited, thanked the Committee, NCOIL staff, and the Industry Education Council (IEC) for their hard work.  
ADJOURNMENT
There being no further business, the meeting adjourned at 3:15 p.m.  
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