NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

PROPERTY-CASUALTY INSURANCE COMMITTEE

WASHINGTON, DC
MARCH 6, 2011
The National Conference of Insurance Legislators (NCOIL) Property-Casualty Insurance Committee met at the Hyatt Regency on Capitol Hill in Washington, DC, on Sunday, March 6, 2011, at 8:00 a.m.
Rep. Chuck Kleckley of Louisiana, chair of the Committee, presided.

Other members of the Committee present were:

Rep. Greg Wren, AL


Sen. Keith Faber, OH

Rep. Barry Hyde, AR


Rep. Jay Hottinger, OH


Rep. Matt Lehman, IN


Sen. Jake Corman, PA

Rep. Ron Crimm, KY


Sen. David Bates, RI

Rep. Barb Byrum, MI


Rep. Brian Kennedy, RI


Sen. Joe Hune, MI


Sen. William Walaska, RI


Rep. George Keiser, ND

Rep. Charles Curtiss, TN

Assem. Nancy Calhoun, NY

Rep. Kathie Keenan, VT

Sen. William Larkin, Jr., NY

Sen. Mike Hall, WV



Sen. James Seward, NY



Other legislators present were: 

Rep. Nancy McLain, AZ

Sen. Neil Breslin, NY

Sen. Travis Holdman, IN

Sen. Bill Brown, OK

Rep. Pete Lund, MI


Rep. Marguerite Quinn, PA

Sen. Rich Pahls, NE


Rep. Bill Botzow, 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 18 and 20, 2010, meetings in Austin, Texas. 

PROPOSED AFTERMARKET CRASH PARTS MODEL ACT
Ms. Thorson said that Reps. Kennedy and Byrum each submitted new amendments to a proposed Model Act Regarding Motor Vehicle Crash Parts and Repair following the November Annual Meeting.  She said Rep. Byrum’s amendments would eliminate the model’s references to certified aftermarket crash parts; revise provisions on disclosure and prior consent, insurer specification of aftermarket parts, and crash part identification; and add language limiting the model’s scope to first-party claims.  Ms. Thorson said that Rep. Kennedy had one amendment, which would revise Section 4.A.ii regarding insurer specification of aftermarket crash parts.
REP. KENNEDY WARRANTY/PRESUMPTION AMENDMENT

Rep. Kennedy said that his amendment would require an insurer—in order to specify an aftermarket crash part—to confirm that the part was warranted by the manufacturer or distributor to equal or exceed the car company’s warranty for a corresponding part.  He said the amendment also would establish that certain certified aftermarket crash parts shall be presumed capable of restoring a vehicle to its pre-loss condition. 
Rep. Kennedy stated that his amendment was an alternative to one offered and withdrawn by Rep. Keiser at the Annual Meeting.  The Keiser amendment, Rep. Kennedy said, would have deemed certain certified aftermarket crash parts to be equivalent to corresponding original equipment manufacturer (OEM) versions.    

SUPPORTERS OF KENNEDY AMENDMENT
John Ashenfelter of State Farm Insurance Companies:

· called the Kennedy amendment the “lynchpin” of the model and said there was no need for a bill without the Kennedy language
· said certified parts are critical because car companies have a monopoly on the industry and because certification leads to increased safety and value
· said that use of certified parts reduces insurer and consumer costs
Jack Gillis of the Certified Automotive Parts Association (CAPA):
· asserted that aftermarket parts are critical to promoting competition and lowering prices
· described CAPA certification as a mechanism to identify aftermarket parts that are “truly comparable” to OEMs

· tied consumer protection to the use of certified aftermarket parts
· pointed, in general, to recent car-company recalls as proof that OEM crash parts may be unsafe

OPPONENTS OF KENNEDY AMENDMENT
George Cook of the Alliance of Automobile Manufacturers (AAM):

· said the Kennedy amendment would establish a false equivalency between certified aftermarket and car-company parts
· challenged certification’s ability to promote quality and to influence a significant share of the market
Bob Redding of the Automotive Services Association (ASA):

· said that part certification was unreliable, administratively burdensome, and of questionable benefit to consumers
Aaron Schulenberg of the Society of Collision Repair Specialists (SCRS):

· said that use of non-OEM parts diminishes a vehicle’s value
· commented that repair shops use the parts specified by insurers, even if those parts are aftermarket and less likely to repair to pre-loss condition

· reasserted long-standing SCRS opposition to the proposed NCOIL bill
Eric Henning of General Motors:

· said that certified parts will not restore a vehicle to pre-loss condition simply because legislation says they will

· noted that the Kennedy amendment doesn’t specify who would certify the aftermarket parts

· said that the Kennedy amendment would require a consumer to prove that a certified part did not repair a vehicle to pre-loss condition
· stated that the prices of OEM parts are the result of car companies’ sizeable investments in engineering and safety testing

OTHER COMMENTS
Eileen Sottile of LKQ Corporation:

· asserted that using aftermarket parts was not administratively burdensome, that aftermarket parts did not contribute to diminished value when installed in a “competent manner,” and that both certified and non-certified aftermarkets could restore a vehicle to pre-loss condition
· reported that aftermarket crash parts represented 13 to 14 percent of the crash parts market

· noted that LKQ had no opinion on the Kennedy amendment
During Committee discussion, among other things:
· Rep. Hune challenged the idea of a car-company monopoly, saying that a monopoly would exist only if one automaker produced OEMs.

· Rep. Hyde addressed cost impacts, commenting that premium savings to consumers, estimated by some to be $6 per policy, were negligible and that modifying non-OEM parts to fit vehicles ultimately cost body shops money.

· Assem. Calhoun expressed cost and quality concerns related to producing aftermarket and OEM parts in the same Taiwanese facilities.

Upon a motion by Rep. Kennedy, the Committee adopted the Kennedy amendment by a vote of 10 to 8.

Those in favor of the Kennedy amendment were:

Rep. Keiser


Sen. Bates

Assem. Calhoun

Sen. Walaska

Rep. Hottinger


Rep. Curtiss


Sen. Corman


Rep. Keenan

Rep. Kennedy


Sen. Hall

Those opposed to the Kennedy amendment were:

Rep. Wren


Sen. Hune
Rep. Hyde


Sen. Larkin

Rep. Lehman


Sen. Seward

Rep. Crimm


Sen. Faber

REP. BYRUM AMENDMENTS
Rep. Byrum offered to withdraw her amendments as long as no additional amendments were proposed.  Rep. Wren, who planned to submit amendments that had not met the 30-day deadline, also agreed not to pursue his language.  The Wren amendments would have 1) let insurers specify non-OEM parts without previously notifying consumers at the issuance or renewal of a policy and 2) identified insurers as entities that might warranty aftermarket crash parts.
Rep. Keiser suggested deferring consideration of the remaining amendments so that legislators might learn more about certification, among other things.  Rep. Byrum said that legislators had already been learning about and debating the issue for many years.  Rep. Hune agreed and urged the Committee to resolve the issue.

Assem. Calhoun then moved that the Committee take an up-or-down vote on the proposed crash parts model.  Legislators voted against the proposal by 10 to 8.
Those opposed to adoption were:

Rep. Wren


Sen. Larkin
Rep. Hyde


Sen. Seward

Rep. Lehman


Sen. Faber

Rep. Crimm


Rep. Hottinger

Sen. Hune


Sen. Hall

Those in favor of adoption were:

Rep. Keiser


Sen. Bates

Assem. Calhoun

Sen. Walaska

Sen. Corman


Rep. Curtiss

Rep. Kennedy


Rep. Keenan

FEMA FLOOD MAP EFFORTS
Doug Bellomo, director of the Risk Analysis Division of the Federal Insurance & Mitigation Administration, said that rate map modernization was a presidential initiative that ran from fiscal year 2003-2004 through 2008.  He said that appropriations for the program were $200 million per year, supplemented by certain fees.

Mr. Bellomo said that modernized maps were digitalized and made available online.  He reported that as of February 2010 new rate maps were being used for 70 percent of the nation’s population and that preliminary drafts of new maps were issued to an additional 20 percent.  He said  that the Federal Emergency Management Agency (FEMA) was not modernizing maps for all areas but was using an algorithmic formula, as well as input from state and regional FEMA offices, to identify the areas that would most benefit from remapping.  
Mr. Bellomo reported that it takes FEMA approximately two years to develop a preliminary map, after which the agency begins a legally required process that includes presenting the map to local officials and opening a 90-day appeal period for technical challenges.  Appeals are adjudicated through various means, Mr. Bellomo said, often through collaboration with local stakeholders.  He noted that NFIP-participating communities have six months to adopt ordinances that use finalized rate maps to mitigate against future flood losses.
Responding to Rep. Kleckley’s concerns over community efforts to appeal, Mr. Bellomo said that appeals are infrequent but tend to be controversial.  He said that even after new maps are finalized, FEMA can revise them at any time if circumstances in the area change.
In response to Committee questions, Mr. Bellomo:

· said that property owners can request amendments to new maps that take into account property-specific situations
· confirmed that updating the new maps would be relatively easy since, as Rep. Kennedy pointed out, the modernized maps are based on satellite images of terrain

· said that for administrative reasons, FEMA had taken a county-by-county approach to remapping but in the future would move toward watershed analysis, which he characterized as more appropriate

Mr. Bellomo described FEMA coordination with other federal agencies.  He said that the agency works closely with the U.S. Geological Survey (USGS) on a National Digital Elevation Program and that USGS helps provide aerial photos to FEMA.  Mr. Bellomo also reported that FEMA collaborates with the Army Corp. of Engineers regarding the ongoing ability of levees and other structures to withstand 100-year floods.  

Ed Pasterick, senior advisor with FEMA, then offered background on NFIP coverage for basements.  He reported that in the 1980s FEMA limited its coverage to paying for furnaces, water heaters, and other elements of unfinished basements.  Mr. Pasterick said FEMA was modifying its policies to cover a certain percentage of “finished” items, such as carpeting and furniture.
Stuart Mathewson, vice president/senior pricing actuary with Swiss Re, speaking on behalf of the American Academy of Actuaries (AAA), then: 

· asserted that modernized maps are critical to promoting actuarially sound flood insurance rates
· expressed concern with “grandfathering” provisions that can let property owners delay paying new rates for up to two years
SUNSETTING MODEL LEGISLATION
Due to time constraints, the Committee deferred until the Summer Meeting its bylaws-required review of NCOIL flex-rating, claims history database, and natural catastrophe fund model acts.

ADJOURNMENT

There being no further business, the meeting adjourned at 9:45 a.m.
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