NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

EXECUTIVE COMMITTEE

WESTON, FLORIDA

FEBRUARY 25, 2006

MINUTES


The Executive Committee of the National Conference of Insurance Legislators (NCOIL) met at the Bonaventure Resort and Golden Door Spa in Weston, Florida, on Saturday, February 25, 2006, from 11:15 a.m. to 12:30 p.m.

Rep. Frank Wald of North Dakota, NCOIL President, presided.

Other members of the Committee present were:


 
Sen. Joseph Crisco, CT
Rep. Donald Brown, FL
Sen. Steven Geller, FL

Rep. Pat Patterson, FL


Rep. Shirley Bowler, LA
Rep. Ed Gaffney, MI

Rep. Joe Hune, MI
Rep. Leslie Mortimer, MI

Sen. Alan Sanborn, MI

Rep. Fulton Sheen, MI

Sen. Pamela Redfield, NE
Sen. Carroll Leavell, NM
Assem. William Barclay, NY

Sen. Neil Breslin, NY
Assem. Nancy Calhoun, NY
Assem. Ivan Lafayette, NY 
Sen. William J. Larkin, Jr., NY

Sen. James Seward, NY
Rep. George Keiser, ND


Sen. Duane Mutch, ND



Rep. David Evans, OH
Rep. Robert Godshall, PA
Rep. Anthony Melio, PA
Sen. Dave Bates, RI
Rep. Brian Kennedy, RI

Sen. William Walaska, RI
Rep. Craig Eiland, TX

Rep. Larry Taylor, TX
Rep. Mark Young, VT
Del. Harvey Morgan, VA
Other legislators present were:


Rep. Jerry Kooiman, MI

Others present were:



Susan Nolan, Nolan Associates, NCOIL Executive Director



Candace Thorson, NCOIL Deputy Executive Director



Paul Donohue, NCOIL Director of State-Federal Relations



Mike Humphreys, NCOIL Director of Legislative Affairs and Education,



Health, Life, and Workers’ Compensation Insurance

MINUTES
Upon a motion duly made and seconded, the Committee voted unanimously to adopt the minutes of its November 19, 2005, meeting in San Diego, California.

ADMINISTRATION/FINANCIALS

Upon a motion duly made and seconded, the Committee voted unanimously to accept:

· December 30, 2005, Unaudited NCOIL Financials

· December 30, 2005, Unaudited ILF Financials

· December 30, 2005, Unaudited Almanac Financials

OLD BUSINESS

REINSURANCE COLLATERAL/ENFORCEMENT OF JUDGMENTS
National Association of Insurance Commissioners (NAIC) President and Maine Insurance Superintendent Alessandro Iuppa said this year is the time for the NAIC to determine whether or not to take action on reinsurance collateral.   He noted that an NAIC Committee had adopted a white paper on the issue and said that regulators were engaging with European representatives regarding collateral concerns.  
Superintendent Iuppa reported that the NAIC could add a charge to its Reinsurance Task Force to identify potential alternatives to the collateral aspect of credit for reinsurance.  He recognized that if there were a change in the posting of collateral, NCOIL-NAIC cooperation would be necessary. 
Sen. Geller asked if the NAIC was familiar with an Insurance Legislators Foundation (ILF) study on enforceability of judgments, stressing its importance to the issue.  Superintendent Iuppa responded that he was familiar with the study.  He said the NAIC views the collateral issue as a solvency concern and not a trade matter.
Rep. Eiland asked if the NAIC will have a proposed model bill available this year.  Superintendent Iuppa said his goal was to have a document ready by the end of 2006.

Susanne Czech of the Comité des Assurances (CEA) thanked NCOIL for its continued consideration of the reinsurance collateral issue.

John Lobert of the Property Casualty Insurers Association of America (PCI) and Neil Alldredge of the National Association of Mutual Insurance Companies (NAMIC) expressed concerns with the reduction of collateral, but said they look forward to continued constructive debate.  

Marsha Cohen of the Reinsurance Association of America (RAA) said the position of RAA is to support the primary industry.  She questioned whether the NAIC would adopt international accounting standards for the U.S. and challenged states to mutually recognize their laws and regulations.

Brad Kading of the Association of Bermuda Insurers and Reinsurers (ABIR) said his organization welcomes working with NCOIL and the NAIC on the issue and commented that ABIR represents a growing international insurance and reinsurance market.
Jay Martin of LeBoeuf Lamb Greene & McRae LLP, representing Lloyd’s of London and the International Underwriters Association (IUA), said he looked forward to decisive progress on the issue in 2006, and he commented that reinsurance collateral has been debated by legislators and regulators for several years. 
Jule Rousseau of Herrick Feinstein reviewed the enforcement of judgments study, referenced by Sen. Geller, that his firm had prepared for the ILF.  He said the issue was whether a U.S. company that did not have collateral and won a judgment in the U.S. against its foreign reinsurer would be able to collect on that decision overseas.  He said that, in general, other countries do give comity to U.S. judgments, just as this country generally honors foreign decisions, as well as decisions between the states.  He said U.S.-foreign comity was particularly prevalent among the countries in which principle reinsurers are located, including Great Britain, Switzerland, Germany, France, and Bermuda. 
Mr. Rousseau said that the rare exceptions included: 1) parties’ failure to strictly follow the arbitration provisions outlined in the reinsurance contract; 2) a default decision against a reinsurer based on its inability to post 100 percent security before filing pleadings in a case, rather than a decision based on merits; and 3) punitive damage awards based on a reinsurer’s bad faith conduct.
The Committee discussed, among other things, the role of legislators and regulators in the debate.  Rep. Keiser asked Mr. Rousseau if his analysis attempted to estimate legal fees, and questioned whether delays in achieving resolution were considered.  Mr. Rousseau answered that the analysis did not look into post-judgment interest in other countries.

Dennis Burke of RAA said that the enforcement of judgments exceptions noted by Mr. Rousseau were important and should not be overlooked.
Mr. Martin said that 99.9 percent of cases are arbitrated and that the debate regarding comity between U.S. and foreign reinsurers related to just 0.1 percent and was, therefore, a “red herring.”  Mr. Rousseau agreed that issues between insurers and reinsurers are often arbitrated, but he said that he did not believe the percentage was as high as 99.9 percent.
Ms. Nolan said that, in 2000, NCOIL began consideration of an Approved List of Reinsurers Model Act that would provide for reduced collateral requirements for non-U.S. reinsurers that meet certain financial solvency criteria.  
NON-CONTROVERSIAL CALENDAR

Rep. Wald presented the non-controversial calendar as follows:


Property-Casualty Insurance Committee:

· NCOIL Resolution Regarding Catastrophic Natural Disaster Insurance Issues
· Amended NCOIL Model Act Regarding Use of Credit Information in Personal Insurance 
Upon a motion made and seconded, the Committee voted unanimously to approve the non-controversial calendar.

COMMITTEE REPORTS
FINANCIAL SERVICES & INVESTMENT PRODUCTS COMMITTEE

Rep. Hune, chair of the Financial Services & Investment Products Committee, reported that the Committee had:

· heard a report on Social Security reform efforts

· considered a proposed Resolution on the Application of Federal Sarbanes-Oxley Standards to State Insurance Regulation
· discussed a proposed payday lending model bill
Upon motions made and seconded, the Executive Committee voted unanimously to (1) approve friendly amendments, sponsored by Rep. Young and Assem. Lafayette, to the Resolution on the Application of Federal Sarbanes-Oxley Standards to State Insurance Regulation and (2) adopt the amended resolution.
HEALTH, LONG-TERM CARE & HEALTH RETIREMENT ISSUES COMMITTEE


Rep. Keiser, chair of the Health, Long-Term Care & Health Retirement Issues Committee, reported that the Committee had:

· held a special meeting on pharmacy benefits managers (PBMs) and agreed to review issues related to PBMs and state solutions 
· discussed cost drivers contributing to increases in the uninsured and underinsured populations
· discussed the secondary market in health insurance
· discussed association health plan (AHP) legislation
· heard an update on long-term care partnership legislation
· heard an update on state repeals of alcohol exclusion laws
Rep. Keiser noted that, due to time constraints, the Committee had deferred its bylaws-required review of the NCOIL Mental Health Parity Model Act until the Summer Meeting.
INTERNATIONAL INSURANCE ISSUES COMMITTEE

Rep. Young, chair of the International Insurance Issues Committee, reported that the Committee had:
· participated in an EU/US dialogue

· heard an update on Bermuda’s growing international insurance market

· heard a report on IAIS/NAIC international activity

· heard an update on finite insurance and reinsurance arrangements

LIFE INSURANCE & FINANCIAL PLANNING COMMITTEE

Rep. Taylor, chair of the Life Insurance & Financial Planning Committee, reported that the Committee had:

· discussed jurisdictional issues related to equity-indexed annuities
· heard an update on suitability issues for annuities
· heard a report on the underserved life insurance market
· discussed a proposed Resolution in Support of Recognizing September 2006 as Life Insurance Awareness Month
· heard a report on principles-based reserving

Rep. Taylor noted that, due to time constraints, the Committee had deferred its bylaws-required review of the NCOIL Insurance Compliance Self-Evaluative Privilege and NCOIL Secondary Addressee Model Acts until the Summer Meeting.

Rep. Wald recommended that the Committee proceed slowly on suitability issues.  

PROPERTY-CASUALTY INSURANCE COMMITTEE
Sen. Redfield, chair of the Property-Casualty Insurance Committee, reported that the Committee had:

· adopted an amended NCOIL Resolution Regarding Catastrophic Natural Disaster Insurance Issues
· adopted an amended NCOIL Model Act Regarding Use of Credit Information in Personal Insurance, which now includes a provision regarding extraordinary life circumstances 
· heard an update on asbestos reform activity and decided to retransmit a 2003 NCOIL resolution regarding asbestos reform to Congress
· heard a report on an ILF study regarding state auto safety initiatives
· discussed the National Flood Insurance Program (NFIP)
· discussed fraud issues and determined to consider model legislation in July
Rep. Eiland asked if a consensus had been reached regarding the status of asbestos legislation in Congress.  Sen. Redfield said that due to a procedural point of order, the bill was off the floor.  She said that the bill could be revisited if the sponsor was able to acquire 60 supporting votes.
STATE-FEDERAL RELATIONS COMMITTEE

Rep. Eiland, chair of the State-Federal Relations Committee, reported that the Committee had:

· heard an update on potential optional federal charter (OFC) legislation and the State Modernization and Regulatory Transparency (SMART) Act 
· heard a report on Senate legislation related to insurance
· adopted a Model State Resolution in Opposition to Federal Preemptive Insurance Regulatory Measures
· discussed the original NCOIL Market Conduct Surveillance Model Law, adopted in February 2004, during a special Committee meeting on market conduct reform
Rep. Eiland said it was important that NCOIL legislatures adopt and transmit to Congress the Model State Resolution in Opposition to Federal Preemptive Insurance Regulatory Measures.  
Upon a motion made and seconded, the Committee voted to adopt the resolution.  Rep. Bowler and Sen. Bates cast dissenting votes; and Rep. Young abstained.  Rep. Bowler said that she opposed the measure because the OFC is currently an elusive concept, not actual legislation, and because her state was desperately trying to attract insurers following Hurricane Katrina.   
Rep. Wald appointed the following members to an NCOIL Subcommittee on Market Conduct, initially created by Rep. Eiland during the special State & Federal Relations Committee meeting on market conduct:  Sen. Breslin, chair; Sen. Geller; Rep. Eiland; Rep. Keiser; and Rep. Kennedy.  
SUBCOMMITTEE ON NATURAL DISASTER INSURANCE LEGISLATION

Sen. Geller, chair of the Subcommittee, reported that the Subcommittee had:

· heard a report on state and federal natural disaster insurance legislation

· discussed an NAIC mega-catastrophe plan

· amended the NCOIL Resolution Regarding Catastrophic Natural Disaster Insurance Issues
· discussed and deferred consideration of a proposed resolution on building codes

TASK FORCE ON TERRORISM

Assem. Lafayette, chair of the Task Force, reported that the Task Force had:

· heard an update on reauthorization of the Terrorism Risk Insurance Act (TRIA)
· discussed long-term solutions to terrorism insurance

WORKERS’ COMPENSATION INSURANCE COMMITTEE

Sen. Leavell, chair of the Workers’ Compensation Insurance Committee, reported that the Committee had:

· heard a report on the Florida workers’ compensation insurance system

· heard a report on issues related to the regulation of professional employer organizations (PEOs)
· discussed reciprocity agreements for state workers’ compensation systems

Sen. Leavell noted that the Committee had voted to waive the 30-day deadline requirement and consider an International Association of Industrial Accident Boards and Commissions (IAIABC) Model Agreement Between Jurisdictions to Govern Coordination of Claims and Coverage.  He said the Committee had overwhelmingly supported the agreement, with Rep. Bowler casting the only dissenting vote.  He recommended, however, that the Executive Committee defer consideration of the reciprocity agreement until the Workers’ Compensation Committee had an opportunity to reconsider at the NCOIL Summer Meeting the need to include an Oregon enabling amendment that currently exists in the model agreement. 
BUSINESS PLANNING COMMITTEE
Ms. Nolan reported that the Committee had discussed future sites for NCOIL meetings.

Rep. Eiland suggested that NCOIL consider Galveston, TX, and Burlington, VT, for future meetings.  Assem. Lafayette said that Cooperstown, Lake Placid, or West Point, NY, should also be considered.

Del. Morgan noted that in 2007 Virginia will celebrate the 400th anniversary of the founding of Jamestown.  He suggested Williamsburg or Jamestown as potential NCOIL sites.  

Rep. Godshall said Philadelphia has all the accommodations necessary to host an NCOIL meeting.  He suggested that the NCOIL 2008 Summer Meeting be held there.

Ms. Nolan discussed the criteria for selecting future sites.  She said that NCOIL member status, industry support, and local facilities are considered.     

INSURANCE LEGISLATORS FOUNDATION BOARD

Ms. Nolan said that legislators voted to move forward on a study that would analyze state efforts regarding motor vehicle safety.  

OTHER BUSINESS

Rep. Eiland reported on a recent NAIC meeting in Washington, D.C.  He said that representatives from China, India, the United Kingdom, and Latin America discussed their insurance regulatory markets.  

Rep. Eiland suggested that NCOIL invite representatives from Puerto Rico to a future meeting for a discussion on the Latin American insurance market.  
ADJOURNMENT

There being no further business, the meeting adjourned at 12:30 p.m.
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