NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

STATE-FEDERAL RELATIONS COMMITTEE
washington, dc
march 4, 2011
The National Conference of Insurance Legislators (NCOIL) State-Federal Relations Committee met at the Hyatt Regency on Capitol Hill in Washington, DC, on Friday, March 4, 2011, at 3:15 p.m.
Sen. Keith Faber of Ohio, chair of the Committee, presided.

Other members of the Committee present were:

Rep. Barry Hyde, AR


Sen. James Seward, NY

Sen. Vi Simpson, IN


Rep. Brian Kennedy, RI


Rep. George Keiser, ND

Rep. Charles Curtiss, TN



Sen. William J. Larkin, Jr., NY

Rep. Kathleen Keenan, VT

Other legislators present were: 

Rep. Kurt Olson, AK


Sen. Rich Pahls, NE
Rep. Nancy McLain, AZ

Sen. Bill Brown, OK
Cm. Yvette Alexander, DC

Rep. Glen Mulready, OK
Sen. William Haine, IL


Rep. William Botzow, VT
Rep. Jim Kasper, ND


Sen. Mike Hall, 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 November 19, 2010, meeting in Austin, TX.

STATE LEADERS SUMMIT
Rep. Keiser said that NCOIL had convened representatives of national organizations comprising state legislators, regulators, attorneys general, and governors for a State Leaders Summit on Federalism.  He said that participants met in an effort to forge ahead on consensus positions regarding state modernization and state-federal relations.  

Rep. Keiser said that officials discussed a Surplus Lines Insurance Multi-State Compliance Compact (SLIMPACT), among other surplus lines reform.  He said participants also dialogued about ongoing Financial Stability Oversight Council rulemaking and about the emerging Federal Insurance Office and Consumer Financial Protection Bureau.  Rep. Keiser noted that the Summit also explored the importance of suitability, and he noted that an NCOIL Life Insurance & Financial Planning Committee would discuss an NAIC Suitability in Annuity Transactions Model Regulation when it convened the following afternoon.    
NRRA COMPLIANCE/SLIMPACT ACTIVITY
Mr. Humphreys reported that SLIMPACT had been introduced in Alabama, Connecticut, Indiana, Kansas, Kentucky, Maryland, New Mexico, North Dakota, Rhode Island, Tennessee, Texas, and Vermont.  He said that SLIMPACT had passed overwhelmingly in the Kentucky and North Dakota Houses of Representatives and in the Indiana Senate.  He added that state legislators had also introduced bills to advance a Nonadmitted Insurance Multi-State Agreement (NIMA) or, more generally, to authorize the state to enter into a multi-state agreement or compact to allocate surplus lines premium taxes.  He said that legislation in some states only sought to conform to Nonadmitted and Reinsurance Reform Act (NRRA) provisions.  

Mr. Humphreys reported that NCOIL, The Council of State Governments (CSG), and the National Conference of State Legislatures (NCSL) had urged Congress to extend the July effective date of NRRA surplus lines provisions.  He said that Rep. Ron Crimm (KY), Sen. Travis Holdman (IN), Rep. Nancy Johnson (ND), Rep. Keenan (VT), Sen. Larkin (NY), Rep. Steve Riggs (KY), and Sen. Seward (NY) had offered to contact their Congressional colleagues to discuss legislation to provide such an extension.  
Rep. Keiser responded to questions that had been raised about SLIMPACT in the states.  He said that states would control SLIMPACT, adding that each state would select its own Commission Member and that most states would likely select the chief insurance regulator.  He said that an Operations Committee of surplus lines experts would report to the Executive Committee and that the Executive Committee could reject any recommendation of the Operations Committee.  

Rep. Keiser stated that any multi-state tax allocation mechanism would face the same start-up costs as SLIMPACT and noted that SLIMPACT—like the Interstate Insurance Product Regulation Commission—could borrow money and accept donations and grants from financial institutions and from the NAIC, among others.  He said that SLIMPACT represented the best efforts of NCOIL, CSG, and the NCSL.   

Sen. Simpson said that the Indiana Insurance Department had opposed SLIMPACT but had indicated that it could support the compact if it included a trigger in case SLIMPACT was not successful.  After noting that a trigger had not been discussed in North Dakota, Rep. Keiser said that SLIMPACT would be hard for a Governor to veto.  He said a state could lose money if it did not have a mechanism in place to share and receive premium taxes.  

Deirdre Manna of the Property Casualty Insurers Association of America (PCI) expressed support for SLIMPACT and said that it appropriately responds to the NRRA.  
Steve Stephan of the National Association of Professional Surplus Lines Offices Ltd. (NAPSLO) said that NAPSLO had supported SLIMPACT since work began on the proposal in 2006.  He said that SLIMPACT could collect tax more efficiently than NIMA because it would change existing state statutes.  He said SLIMPACT, unlike NIMA, would not require member states to distribute taxes on insurance lines, such as directors & officers, that are not now distributed.   

Dan Maher of the Excess Line Association of New York (ELANY) called SLIMPACT’s introduction in 25 percent of the U.S. quite an accomplishment.  He said that he had been working in the states to promote SLIMPACT, to respectfully oppose NIMA, and to urge states to conform their codes to NRRA mandatory provisions.  He said that because there would be no multi-state tax allocation system effective July 21, ELANY has also encouraged states to tax 100 percent of gross premiums when they are the home state of an insured.  He said that when an allocation system is up and running, such states would collect their shares, as well as any portions not allocated to other SLIMPACT states.     
Rick Masters, Special Counsel for CSG, addressed the constitutionality of NIMA.  He said that state constitutions do not permit executive branch officials to legislate, such as deciding whether to enter into a multi-state agreement.  He also expressed a conceptual concern that could apply if a Commissioner tried to join SLIMPACT using such authority.  He said that case law has struck down state participation in compacts when a state has adopted a method of ratifying the compact that differs from the terms of the compact.  He concluded that the consistency a compact offers, and the time-tested nature of the compact mechanism, makes it a preferential approach for multi-state cooperation.        
Commissioner Roger Sevigny (NH) reported that the New Hampshire Insurance Department was presenting available options to legislative Committees and deferring to lawmakers to legislate.   
Rep. Botzow asked whether any fiscal studies had reviewed how state premium tax collections could be impacted by NRRA and SLIMPACT provisions.  Mr. Maher said that Mackin & Co. had analyzed SLIMPACT tax impacts before the compact was drafted but noted that the report could not quantify the fiscal picture in July 2011.  
Sen. Seward sought clarity on the NAIC position regarding surplus lines reform.  Kay Noonan of the NAIC said that an NAIC Surplus Lines Task Force had established two working groups to advance the development of a NIMA clearinghouse and a request-for-proposal regarding such clearinghouse, among other items.  She also described NAIC model legislation that would allow a state to collect tax on 100 percent of a multi-state risk when the state is the home state of the insured.  She said that all parties agree that states have to change their statutes to comply with NRRA requirements and definitions.  
After further discussion, Rep. Keiser asked the Committee to waive the NCOIL 30-day rule to consider a proposed Resolution Urging Congress to Extend the Effective Date for Nonadmitted Insurance Provisions of the Dodd-Frank Act.  The Committee unanimously waived the 30-day rule and, after several legislators were added as cosponsors, unanimously approved the resolution.   

PRODUCER LICENSING/NARAB II

Commissioner Sevigny, on behalf of the NAIC, highlighted an ongoing NAIC producer licensing initiative to review the 47 states that the organization had certified as reciprocal.  He said that a National Association of Registered Agents and Brokers (NARAB) Working Group would decide during an NAIC March meeting whether states continued to meet Gramm-Leach-Bliley Act requirements.   He also discussed NAIC business entity licensing efforts, noting that industry representatives had urged the NAIC to eliminate administratively burdensome requirements, such as licensing branch locations and prior approval of legal names.

Commissioner Sevigny said that Congressman Randy Neugebauer (R-TX) had indicated that he would reintroduce NARAB II legislation in March.  Commissioner Sevigny acknowledged that NAIC had supported NARAB II bills in the past but said that he did not know what the organization’s position on the new bill would be.  He said the language had not been made public yet and that the NAIC has many new members.  Among other things, Commissioner Sevigny said that NARAB II legislation would: 

· create a non-profit NARAB entity that would establish categories and classes of membership

· consider the NAIC Producer Licensing Model Act and the highest levels of state producer qualifications when establishing membership criteria

· authorize a producer to transact business in any state for any lines of insurance specified in the producer’s home state license

· retain state authority to license, supervise, and discipline producers   
David Eppstein of the National Association of Professional Insurance Agents (PIA) said that PIA supported NARAB II because it would provide nationwide producer licensing reciprocity.  He stressed that it would not authorize federal regulation.  He also expressed support for state producer licensing efforts, which he said includes enacting the PLMA fully and interpreting it uniformly, and using electronic licensing available through the National Insurance Producer Registry.     
INTERSTATE INSURANCE PRODUCT REGULATION COMMISSION

Commissioner Sevigny, chair of the Interstate Insurance Product Regulation Commission (IIPRC), reported that Commissioner Wayne Goodwin (NC) and Director John Huff (MO) recently had been elected IIPRC Vice Chair and Treasurer, respectively.  He said that the Legislative Committee had reelected Rep. Robert Damron (KY) as Chair and had elected Sen. Ruth Teichman (KS) as Vice Chair.       
Commissioner Sevigny said that New Jersey and Illinois had recently joined the Compact and that he hoped Illinois will fully implement Compact standards by July 2011.  He said that the current 38-member IIPRC represents two-thirds of the nationwide premium volume for asset-based products.  He reported that compact legislation has been introduced in Connecticut, Nevada, New York, and Oregon and that Rep. Greg Wren had indicated that he would introduce legislation in Alabama.  Commissioner Sevigny said that 113 companies had registered with the IIPRC in 2010, representing a 150 percent growth over 2009.    
SUNSETTING MODEL LEGISLATION
Mr. Humphreys reported that, as per NCOIL Bylaws, the NCOIL Market Conduct Surveillance Model Law and the Company Licensing Modernization Model Act would be up for review at the 2011 NCOIL Annual Meeting.  The Committee, he said, had adopted the market conduct model and had readopted the company licensing bill at the 2006 NCOIL Annual Meeting.     
ADJOURNMENT
There being no further business, the meeting adjourned at 4:15 p.m.  
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