NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

STATE-FEDERAL RELATIONS COMMITTEE
new orleans, louisiana
NOVEMBER 19, 2009
MINUTES

The National Conference of Insurance Legislators (NCOIL) State-Federal Relations Committee met at the Royal Sonesta Hotel in New Orleans, LA, on Thursday, November 19, 2009, at 9:45 a.m.
Rep. Greg Wren of Alabama, chair of the Committee, presided.

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

Rep. Don Flanders, NH
Sen. Travis Holdman, IN

Sen. Carroll Leavell, NM

Sen. Ruth Teichman, KS

Rep. Brian Kennedy, RI

Rep. Robert Damron, KY

Rep. Gini Milkey, VT

Rep. George Keiser, ND

Other legislators present were: 

Rep. Kurt Olson, AK


Sen. Bruce Goforth, NC

Sen. Tom Buford, KY


Rep. Ed Butler, NH

Rep. Ted Edmonds, KY


Assem. Nancy Calhoun, NY

Rep. Tommy Thompson, KY

Rep. Charles Curtiss, TN

Rep. Susan Westrom, KY

Rep. Craig Eiland, TX

Rep. Charles Priest, ME


Sen. Ann Cummings, VT

Rep. Mike Colona, MO
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 10, 2009, meeting in Philadelphia, PA.

FEDERAL SYSTEMIC RISK PROPOSALS
Rep. Wren said that Congress had moved quickly on a number of financial services regulatory reform issues and predicted that lawmakers could vote on them in the next four weeks.  
Mr. Humphreys said that the House Financial Services Committee (HFSC) had approved five of seven separate bills, and that all proposals would be combined on the floor once the Committee had considered the final two.  He reported that Senate Banking Committee Chair Sen. Christopher Dodd (D-CT) had taken a different approach by introducing a single piece of legislation that comprised many of the concepts introduced in the House.    

Mr. Humphreys reported that the House and Senate proposals would establish a regulator-comprised entity to monitor systemic risks and designate systemically risky companies for heightened regulation, and also would create federal resolution authority, a federal insurance office, and a Consumer Financial Protection Agency (CFPA).  He said the Senate legislation included non-admitted insurance and reinsurance reform.  
Mr. Humphreys said that NCOIL had previously argued for state and federal regulators to be on an equal footing in any systemic risk system and against the creation of a single, “uber” systemic risk regulator.  He said that NCOIL had strongly opposed creation of any federal insurance office, as well as establishment of CFPA authority over insurance that would replace continued state-based insurance consumer protection.      

Mr. Humphreys also contrasted House and Senate proposals to create a Federal Insurance Office (FIO) and an Office of National Insurance (ONI), respectively, noting that a recent Manager’s amendment to the House proposal required the FIO to consult with states before making a preemption determination.  He said that the Manager’s amendment also contained a savings clause that would prevent preemption of state capital and solvency requirements, among other things.  
Sen. Hudgens asked whether legislation to repeal the McCarran-Ferguson Act was included in the proposals.  Mr. Humphreys answered that language to repeal the McCarran-Ferguson Act was being considered as part of healthcare reform legislation, not financial regulation bills.

Sen. Leavell expressed concern that the House and Senate proposals could lead to federal insurance regulation and could jeopardize state premium tax revenue.    

Ms. Nolan thanked legislators who had reached out to their Congressional delegations and urged additional outreach.  Sen.  Leavell and Rep. Wren also urged broad Congressional outreach.  

Reps. Wren and Kennedy noted National Conference of State Legislatures (NCSL) efforts to mobilize state lawmakers to oppose aspects of the legislation. 
RESOLUTION OPPOSED TO A FEDERAL INSURANCE OFFICE
Rep. Wren introduced a proposed Resolution Opposed to H.R. 2609, the Federal Insurance Office Act of 2009 that he said would oppose FIO language in the House regulatory reform legislation.  Rep. Kennedy offered a friendly amendment to incorporate the Senate’s proposed ONI.  Following a motion made and seconded, the Committee unanimously approved the resolution with the amendment to add language regarding the Senate bill.   
Sen. Holdman requested that NCOIL staff prepare a press release regarding the resolution for legislators to distribute following the Annual Meeting.  
OPTIONAL FEDERAL CHARTER
Rep. Wren reported that a Missouri congressman had recently removed himself as a co-sponsor of House optional federal charter (OFC) legislation, H.R. 1880, the National Insurance Consumer Protection Act.  He said that a second Missouri congressman who had indicated that he might join as a co-sponsor had decided against doing so.  Rep. Wren again urged legislators to contact their Congressional delegations to oppose OFC legislation generally and H.R. 1880 in particular.

Mr. Humphreys said that HFSC Chairman Barney Frank (D-MA) had indicated that the Committee would convene a hearing on the OFC concept in 2010.  

NARAB 
David Eppstein of the National Association of Professional Insurance Agents (PIA) said that H.R. 2554, the National Association of Registered Agents and Brokers Reform Act, or NARAB, would provide instant producer licensing reciprocity among the states.  He said that while NARAB was federal legislation, it would not set up federal insurance regulation because it would establish a non-profit NARAB in Washington, DC, to facilitate agent licensing nationwide.  
Mr. Eppstein said that PIA supported the legislation because it would make agent licensing easier.  He also noted that the states could avert NARAB by achieving producer licensing reciprocity and uniformity at the state level.  He said that full implementation of an NAIC Producer Licensing Model Act and a National Insurance Producer Registry—which PIA would support—could resolve uniformity and reciprocity issues.     
PROPOSED NCOIL MCAS MODEL ACT
Rep. Wren said that Sen. James Seward (NY), NCOIL president, had introduced a proposed Market Conduct Annual Statement Model Act at the NCOIL Spring Meeting.  He said that scheduling conflicts had prevented Sen. Seward from attending that day’s Committee session.  Rep. Wren said that the Committee would receive comments from interested parties but would consider the model legislation for adoption at the Committee’s November 20 meeting, when Sen Seward would be present.  

Eric Goldberg of the American Insurance Association (AIA) said that the Market Conduct Annual Statement (MCAS) was a market analysis tool that some state regulators used to review insurance markets.  He said that the NAIC might seek to mandate participation in the MCAS effort through a market regulation accreditation program.  He said that the proposed NCOIL model legislation was needed to establish clear rules and authority, including regarding data confidentiality, since the existing framework for states to report MCAS information to the NAIC was inadequate.  Mr. Goldberg said that the bill would authorize a regulator to collect and analyze MCAS data, or to delegate such functions to a separate entity.  He listed several reasons why MCAS data should be considered confidential, including possible litigation and uninformed public debate if the information was released, among others.      
Joe Thesing of the National Association of Mutual Insurance Companies (NAMIC) said that certain member companies of NAMIC had concerns over the proposed model’s confidentiality language.  He encouraged the Committee to continue work on the model bill and said that there did not appear to be any urgency to move something forward.  
Birny Birnbaum of the Center for Economic Justice (CEJ), speaking also on behalf of the Consumer Federation of America (CFA), said that MCAS was a tool for regulators to collect market data so that they could do market analysis that might replace comprehensive market conduct exams.  He said that because the MCAS pilot project had been considered a success, regulators were moving to institutionalize it.  
Mr. Birnbaum said that the model bill was good because it set out a framework for using a statistical agent to collect market regulation data.  He commented that such a system had been proven to work over decades and had built-in confidentiality protections.  
Mr. Birnbaum also outlined concerns with the bill, including, he said, that it arbitrarily declared all MCAS data to be confidential, prohibited a regulator from collecting data more than annually, and might have contradictory provisions in Section Five.  He said that confidentiality provisions were not needed because insurer trade secrets were already protected and because consumers needed information about a company’s market performance.  He argued that publishing certain information could promote industry competition.    
John Gerni of the American Council of Life Insurers (ACLI) echoed AIA support for the model legislation, including a need for the data confidentiality provisions.  He said that it was important to note that consumers do have access to company data, including company financial strength and complaint information.  
PROPOSED 2010 COMMITTEE CHARGES
Mr. Humphreys said the proposed Committee charges for 2010 were as follows:

· Expand efforts to support state-based insurance regulation
· Advance state modernization initiatives related to market conduct and producer licensing

· Continue support for Interstate Insurance Product Regulation Compact expansion

· Monitor developments regarding a proposed Surplus Lines Multistate Insurance Compact
Upon a motion made and seconded, the Committee approved the charges via voice vote.

ADJOURNMENT
There being no further business, the meeting adjourned at 11:00 a.m.  
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