NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

NCOIL-NAIC DIALOGUE
ISLE OF PALMS, SOUTH CAROLINA
MARCH 5, 2010
MINUTES

The National Conference of Insurance Legislators (NCOIL) NCOIL-NAIC Dialogue Committee met at the Wild Dunes Resort in Isle of Palms, SC, on Friday, March 5, 2010, at  4:00 p.m.

Sen. Keith Faber of Ohio, chair of the Committee, presided.

Other members of the Committee present were:
Rep. Greg Wren, AL


Rep. Brian Kennedy, RI


Rep. Kurt Olson, AK


Rep. Charles Curtiss, TN

Rep. George Keiser, ND

Other legislators present were: 

Rep. Barry Hyde, AR


Assem. Joseph Morelle, NY
Sen. Jerry Klein, ND


Rep. Bill Botzow, VT

Assem. Nancy Calhoun, NY

Rep. Gini Milkey, VT

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, 2009, meeting in New Orleans, LA.  
RESIDENTIAL MORTGAGE-BACKED SECURITIES
Iowa Insurance Commissioner Susan Voss, National Association of Insurance Commissioners (NAIC) President-Elect, reported that the NAIC had hired an independent group, PIMCO, to review the residential mortgage-backed securities (RMBS) held by insurance companies.  She said that PIMCO had evaluated over 21,000 tranches and delivered its analyses to insurance companies in December and January.  She said that insurance companies had used the PIMCO valuations, instead of rating-agency ratings, for their 2009 year-end reporting.  

Commissioner Voss said that it was too early to determine how the changes would impact capital and noted that insurance companies were charged a fee based on their RMBS holdings.  She also said that regulators were considering whether to apply a similar valuation approach to other structured securities.           
NAIC CHANGES REGARDING THE TREATMENT OF DEFERRED TAX ASSETS
New York Insurance Superintendent James Wrynn said deferred tax assets (DTAs) and deferred tax liabilities were treated differently by accounting and tax laws.  He said that tax law required companies to record investments at purchase price, with no adjustments.  He said that this requirement differed from statutory accounting.  
Superintendent Wrynn said that the NAIC had amended a formula that determined how much DTA an insurer could count as admitted assets for statutory purposes.  He reported that regulators had changed the formula, in response to the financial crisis, to increase the amounts that companies could recognize as admitted assets to provide capital relief to insurers.  He said that the changes had been done in a modest way and that safeguards had been put in place to protect policyholders.  He then described several of the safeguards, including risk-based capital requirements, enhanced disclosures, and a sunset provision.         
Rep. Keiser asked whether the NAIC had reconsidered its approach to deferred compensation and deferred stock options and suggested that they could have a more significant impact on asset values than could tax treatment.  Superintendent Wrynn replied that the NAIC followed U.S. generally accepted accounting principles (GAAP) in that regard.  Ohio Insurance Director Mary Jo Hudson said that she would bring the issue back to the NAIC.    
NATIONAL INSURANCE SUPERVISORY COMMISSION (NISC)
Oklahoma Insurance Commissioner Kim Holland, NAIC Secretary-Treasurer, said that the NAIC was taking a dual-track approach to regulatory modernization, which would look at the “what” and “why,” and then pursue the “how.”  The approach, she said, would explore state-based and state-driven options to achieve modernization, while reserving the NAIC’s ability to seek federal involvement.  She said that regulators had tabled a proposed NISC but could resurrect it if needed.  She also described a regulatory modernization session scheduled for the NAIC March meeting and highlighted producer licensing as an area that all parties could work together on to accomplish uniformity.     
Sen. Faber cited a December 18 NCOIL letter to the NAIC regarding NISC.  He said that legislators appreciated NAIC’s tabling of NISC and commitment to scheduling interested-party meetings on regulatory modernization.  He said that lawmakers were concerned about superseding of state authority.    
Rep. Kennedy said that he was glad the NAIC would look for input from interested parties and that such a dialogue had not taken place when regulators were developing the NISC proposal.  

Sen. Faber asked for a formal letter seeking NCOIL proposals for the NAIC’s March session on regulatory modernization.  Commissioner Holland said that the intent of the session was a dialogue and that the NAIC was not seeking proposals.  She said that the session would be the beginning of numerous open and transparent dialogues. 
Commissioner Holland also explained that the reason regulators had not brought the NISC proposal to NCOIL was because it had been “scooped” in the media and released before they had had the opportunity to discuss it.  She said that regulators had never planned to exclude legislators.  

Sen. Faber thanked the NAIC for recognizing the time challenges posed by state legislative sessions and planning for multiple regulatory modernization discussions.  

Commissioner Voss said that she and NAIC President Jane Cline (WV), respectively, had recently met with President-Elect Rep. Keiser in North Dakota and with NCOIL President Rep. Robert Damron (KY) in Kentucky.  She said that regulators wanted to continue such meetings.  

PRODUCER LICENSING
Commissioner Voss reported that the NAIC was reviewing state reciprocity checklists to determine whether states remained in compliance with Gramm-Leach-Bliley Act requirements.  She said that 20 states had submitted checklists for review by the NAIC’s National Association of Registered Agents and Brokers (NARAB) Working Group.  She also thanked NCOIL for its continued support of a National Insurance Producer Registry (NIPR), which she called a great success.    
STATE INSURANCE DEPARTMENT FUNDING OF NCOIL LEGISLATIVE EDUCATIONAL EFFORTS
Sen. Faber announced that a proposed Resolution Supporting State Insurance Department Funding of NCOIL Legislative Educational Efforts would be discussed during a March 7 NCOIL Executive Committee meeting.  He said that Rep. Damron, who could not attend the Dialogue meeting, had sponsored the resolution and would be in attendance at the Executive Committee meeting.        

ADJOURNMENT
There being no further business, the meeting adjourned at 4:35 p.m.
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