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MESSAGE FROM THE OFFICERS

by Secretary-Treasurer Terri Vaughan
Making Multi-State Producer Licensing a Reality

It is well-recognized that our current system of producer licensing is unnecessarily inefficient, particularly for those producers that require licenses in multiple states.  In recent years, various NAIC working groups, committees and an affiliate have been working diligently to address the problems.  Today, after years of effort by NAIC working groups and committees, the vision of an efficient, streamlined multi-state producer licensing system is nearing reality.  

In 1996, the NAIC and the insurance industry created the Insurance Regulatory Information Network (IRIN), a joint effort to address multiple goals in the producer licensing area.  Today, IRIN manages a Producer Database that contains information for more than 2.6 million of the nation’s three million insurance producers.  This information is updated daily by automated processes at the state insurance departments and is available to regulators and insurance companies over the Internet. Currently 29 states are on-line with the Producer Database, and we expect to have all 50 states contributing to PDB by year end 2000.   This platform provides a perfect foundation for a multi-state producer-licensing system.  

Last February, the NAIC asked the board of IRIN to develop recommendations for a streamlined, national producer licensing process.  Commissioner Glenn Pomeroy, chair of the IRIN board, outlined those recommendations in a March 9 letter to Commissioner Nichols.  When implemented, the recommendations would result in the creation of a seamless and efficient one-stop filing system utilizing IRIN as a central processing point.       

Drawing on the successful creation of PDB, IRIN is able to create a single system to automatically process appointments, terminations and uniform non-resident license applications on behalf of individual state insurance departments.  Under this system, an insurance agent seeking non-resident licenses could complete one application, send it electronically with credit card information, and, less than 24 hours later, receive confirmation that he or she is licensed.  This key milestone will bring about regulatory efficiencies that far exceed the requirements set forth in the NARAB provision of the Gramm-Leach Bliley Act.  In addition to providing efficiencies in non-resident license applications, IRIN can provide efficient processing of appointments and terminations.  Several states and companies are already using IRIN for that purpose.     

Other NAIC activities are underway that support the NAIC/IRIN vision.  In February, the NAIC adopted a new Uniform Producer Licensing Model Act, which provides uniformity in a number of areas of agents licensing, including applications, and introduces the elements of reciprocity necessary to meet the requirements of NARAB.  Some states have already introduced the bill; others are planning to.  The Uniform Producer Licensing Initiatives Working Group is examining other areas where greater uniformity would assist the creation of this national licensing system, by increasing the reliance non-resident states are willing to place on the resident state’s licensure processes. 

Much has been made in recent months of the NARAB provisions of Gramm-Leach-Bliley and the potential threat to state regulation.  The commitment of the nation’s insurance commissioners is documented in the NAIC’s Statement of Intent to Modernize State Insurance Regulation, signed in March.  In that statement, 49 insurance commissioners have committed to developing a producer licensing system that will exceed the expectations outlined in Gramm-Leach-Bliley.  We have the plan.  Now is the time to implement it.   

NAIC Gives Testimony Supporting Reciprocity and Uniformity in Agent Licensing

Members of the National Association of Insurance Commissioners (NAIC) in testimony  on April 12  before the United States Senate said state regulators are moving ahead with uniform agent-licensing initiatives as part of a broad effort to implement the Gramm-Leach-Bliley Act.  

The statement was delivered by Iowa Insurance Commissioner and NAIC Secretary-Treasurer Terri Vaughan to the Securities Subcommittee of the Senate Committee on Banking, Housing and Urban Affairs on behalf of the NAIC’s Financial Services Modernization NARAB Working Group.

“The NAIC and state insurance regulators are well on the way to implementing the NARAB provisions of the Gramm-Leach-Bliley Act as intended by Congress,” Vaughan said in the testimony.  “More importantly, we are also well on the way to doing far more than Congress or industry representatives have asked us to do regarding uniformity, efficiency and modernization.  We will need help from other state officials, industry and Congress to complete the job expected by consumers, policyholders and claimants as we begin the 21st century.

“The NAIC and state insurance regulators wholeheartedly support the licensing goals endorsed by Congress in NARAB,” Vaughan said. “We do not, however, support the creation of NARAB itself as a separate organization because NARAB would cast a cloud of uncertainty over the legal authority of state insurance departments to protect consumers throughout the United States.  If NARAB were to prevent states from exercising their full range of powers to regulate insurance for the benefit of consumers, there would be nobody to perform this vital function.

“State insurance regulators are moving far beyond the minimum statutory requirements of NARAB in order to satisfy the larger goals of regulatory uniformity and efficiency that are embodied in the NARAB concept.  The NAIC, through its non-profit affiliate the Insurance Regulatory Information Network, (IRIN), has 2.6 million of the nation’s three million agents in its Producer Data Base (PDB) and is targeting all 50 states to be on-line with PDB by December 31, 2000.

“Meeting the legal requirements and larger policy goals of NARAB will demand prompt action by several interested groups, including state insurance regulators, state legislators and governors, Congress, and industry participants,” Vaughan testified.

Vaughan stated that state insurance regulators through the NAIC are first moving to reciprocity on agent licensing and will then use that reciprocity to establish uniform non-resident agent licensing. 

The mission of state regulators regarding agent licensing is clearly set forth in the Statement of Intent.  That position states:

Streamlined Licensing for Producers

We are committed to uniformity in producer licensing and will work to implement effective uniform producer licensing standards.  As a necessary interim step, the NAIC adopted the Producer Licensing Model Act for consideration by state legislatures.  This Model Act provides specific multi-state reciprocity provisions to comply with the requirements of the Gramm-Leach-Bliley Act.

While reciprocity is a short-term answer, uniformity is the efficient, long-term solution.  As a result, we have empowered the NAIC’s non-profit affiliate Insurance Regulatory Information Network (IRIN) to develop recommendations for a streamlined, national producer licensing process that will reduce the cost and complexity of regulatory compliance related to the current multi-state process.  We believe that by leveraging work already done on the Producer Database and the Producer Information Network and by using IRIN as a central clearinghouse for non-resident licensing information, efficiencies will be realized that exceed expectations outlined in the National Association of Registered Agents and Brokers (NARAB) provisions of the Gramm-Leach-Bliley Act.

NAIC Urges Holocaust Survivors, Heirs To Check ICHEIC Web Site

The National Association of Insurance Commissioners (NAIC) have said that Holocaust survivors and their heirs should check the Web site of the International Commission on Holocaust Era Insurance Claims (ICHEIC) because lists of policyholders from that era in Europe have been posted.  The address of the ICHEIC Web site is www.icheic.org.

“This is a key step in helping resolve the issue of outstanding insurance claims by Holocaust survivors and their heirs,” Catherine J. Weatherford, Executive Vice President and Chief Executive Officer of the NAIC said. “The listing of policyholders is a crucial development in finally bringing a measure of justice to Holocaust survivors and their heirs.  The members of the NAIC urge anyone who believes they have outstanding claims to access the ICHEIC Web site.  A person may search the Web site by name.”

ICHEIC has compiled the list from several sources, including public archives and insurance company members of ICHEIC.  Names from the public archives may involve companies that are not members of ICHEIC.

If a name appears on a published list, that does not automatically entitle the individual named, or his or her heirs or beneficiaries, to payment.  Upon research and investigation, it may be discovered that the claim was settled previously, that it was paid to beneficiaries or to the insured, that loans were taken out against the policy, or that the claim was settled through a post-war government restitution program.

The list posted on the ICHEIC Web site may not include all potential claims.  People should not be discouraged from filing claims simply because their name or the names of family members are not on any published lists.  Anyone who believes they have a valid life, education, or dowry policy claim should present the claim to ICHEIC.  Additional information may be obtained from ICHEIC, the state department of insurance in their state capitol, or through local Jewish or Holocaust survivor organizations.

“The Internet is the quickest way to check the list of names ICHEIC currently has,” Weatherford said.   “ Names will be added to that list as they become available.  If a consumer does not have a home computer, many copy centers have Internet access available at low cost, and many public libraries have Internet access available free of charge.”
Accounting Practices & Procedures Manual Now Available From Publications Department

The Accounting Practices and Procedures Manual, effective January 1, 2001, is now available on CD-ROM with Folio VIEWS® and hard copy. You may place your order on our Web site at www.naic.org/1pubcat/order_form.htm, e-mail pubdist@mailkc1.naic.org, fax (816) 460-7593, or by phone at (816) 783-8300.  Visit our Web site at www.naic.org/1pubcat for a complete listing of NAIC publications.

First Program Held in New Training Facility

Thirty-two regulators from 19 states attended “Automating the Examination Process,” March 20-22, in the new training facility at the NAIC Executive Headquarters in Kansas City.
This program is for financial, market conduct and information systems (IS) examiners, as well as IS coordinators in the insurance departments. It provides the opportunity for regulators to share and discuss how the examination processes have been automated. They also learn about the NAIC software and Internet tools available.

Direction for “Automating the Examination Process” is provided by the NAIC Audit Software Subgroup. Don Gaskill, chair of the subgroup and chief examiner in the Kansas Insurance Department, presented in the March program, along with subgroup members, Tom Farrell, IS auditor, Illinois Department of Insurance; Marlin Kroenke, supervising financial examiner, Kansas Insurance Department; Lee McLean, chief examiner, Minnesota Department of Commerce; and Bruce Ramge, market conduct examination supervisor, Nebraska Department of Insurance. Other regulators who presented in the March program were Richard Conover, financial examiner, and Linda Scott, secretary, financial surveillance division, both from the Kansas department.

New to the program this year were sessions on “The ISQ and the Automated Examination” and “SERFF and the Automated Examination.”

“Automating the Examination Process” will be offered again in September. To receive a brochure, contact the NAIC Education & Training Department at (816) 783-8200. 
Comment Letters Submitted on Consumer Privacy Regulations

On March 31, the National Association of Insurance Commissioners (NAIC) submitted seven comment letters to federal agencies regarding federal consumer privacy regulations issued under the Gramm-Leach-Bliley Act (GLBA). Letters were sent to the Federal Reserve Board, the Office of the Comptroller of the Currency (OCC), the Office of Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC), the Securities and Exchange Commission (SEC), the Federal Trade Commission (FTC) and the National Credit Union Administration (NCUA).
Section 504(a)(1) of GLBA requires that federal banking agencies prescribe consumer privacy regulations mandated by the Act “after consultation as appropriate with representatives of State insurance authorities designated by the National Association of Insurance Commissioners.” The comments in the letters sent to the seven agencies represent the views of the state insurance authorities designated by the NAIC in order to comply with GLBA.

“State insurance authorities have an important stake in consumer privacy regulations established by federal agencies because they will set the standard by which state privacy standards will be compared,” Kentucky Insurance Commissioner and NAIC President George Nichols III said. “We look forward to working closely with federal functional regulators as we strive to implement GLBA promptly and efficiently.”

Although the NAIC agreed with the bulk of the federal rule proposal, there were several suggestions made to improve the federal consumer privacy regulations.

State insurance authorities:

Recommend adding a new section to the proposed federal rules that will clarify federal and state jurisdiction over financial privacy requirements. 

Support using practical examples to illustrate and clarify general privacy rules.

Believe “nonpublic personal information” should be defined according to the source of the information, not its content.

Support the current proposed definition of “personally identifiable financial information” that protects consumer health information.

Believe “publicly available information” should be defined to mean information that is actually obtained from public sources.

Believe 60 days is a more reasonable period of time to permit consumers to exercise their opt-out right.

Recommend the federal rules clearly require that opt-out notices sent to consumers should be easy and cost-free for those who wish to exercise their opt-out right.

Antifraud PSA Planned

National Association of Insurance Commissioners (NAIC) President and Kentucky Insurance Commissioner George Nichols III has requested the development of a nationally coordinated public service announcement (PSA) campaign on antifraud issues for state insurance departments.  Planning for the television PSA program began immediately after the announcement at the Spring National Meeting in Chicago.

In 1998, the NAIC developed a national PSA campaign using health care claims as the issue.  Thirty-eight states participated in that program that produced 3 versions of the announcement, a 15 second, a 30 second and a 60 second television spot.  The 30 and 60 second ads were tailored specifically for each state, featuring the commissioner from each state.  

The first campaign aired in the first six months of 1999. The final report to the NAIC showed those television ads collectively were worth more than $8 million in television airtime.

“State insurance regulators are on the front lines fighting for consumers. The antifraud activities of those regulators are part of that consumer protection.  I am hoping virtually every state participates in this program,” Nichols said.

The spots will be available for commercial television stations and networks in early September.

New York Joins IRIN Producer Database

The New York Department of Insurance is the 29th state to join the Insurance Regulatory Information Network’s (IRIN) Producer Database (PDB), North Dakota Insurance Commissioner and President of IRIN Glenn Pomeroy announced April 14.

“The Producer Database is one of the key components of the NAIC’s technology-based initiatives collectively known as State Regulation 2000.  With the addition of New York to PDB, information on 100,000 additional producers will be available immediately. This is a significant development in state regulators’ efforts to make uniform producer licensing a reality,” Pomeroy said.

“I am very pleased that New York has joined IRIN’s Producer Database.  This is a crucial step in making the Producer Database an improved tool for state regulators.  The financial services industry is changing rapidly, and state regulators must continue adapting to meet the demands of that market,” New York State Insurance Superintendent Neil Levin said. “We must work diligently to achieve a seamless national producer licensing structure.”
 The PDB is an electronic database consisting of information relating to insurance agents and brokers (producers). The PDB links participating state regulatory licensing systems into one common system establishing a repository of producer information. The PDB will also access other information sources such as the National Association of Securities Dealers (NASD), the Regulatory Information Retrieval System and others. The PDB will also send an electronic notification to state users if administrative action is taken against a licensed producer in their state or if a producer no longer holds an active resident license. 

The key benefits of PDB include immediate access to detailed disciplinary history, immediate electronic notification of administrative action, and verification of licensure and good standing in all participating states. 

Information maintained in the database is updated daily by participating state insurance departments and includes general demographic information relating to all producers such as name, social security number, address(es) and phone number(s), license information such as states licensed, license numbers, authorized lines, license status, and CE compliance indicator appointment information such as company appointments, effective date, termination date and termination reason, and company appointment/termination information.

Other states currently participating in PDB are: Arizona, Arkansas, California, Colorado, Connecticut, Florida, Idaho, Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, New Hampshire, New Jersey, North Carolina, North Dakota, Ohio, Pennsylvania, South Dakota, Tennessee, Texas, Virginia, Washington, Wisconsin, and Wyoming.

Iowa, Kentucky Sign Historic Information Sharing Agreements With the OTS

Insurance regulators from Iowa and Kentucky have signed historic information sharing agreements with the Office of Thrift Supervision (OTS). Iowa and Kentucky are the first two states to sign agreements of this kind.

Members of the National Association of Insurance Commissioners’ (NAIC) Financial Services Modernization Task Force approved an information-sharing agreement framework with the OTS during the association’s Spring National Meeting in Chicago in March. 

“The agreements signed with the OTS are a historic milestone in the relationship between state and federal regulators that will strengthen our relationship in the new arena of financial services modernization. We have been working with the Office of the Comptroller of the Currency (OCC) to sign consumer-complaint information sharing agreements. The new agreements with the OTS are broader regulatory cooperation agreements,” NAIC President and Kentucky Insurance Commissioner George Nichols III said. 

“Iowa is proud to be one of the first states to sign this agreement, and we look forward to working with the OTS. These agreements are the next, logical step in the ongoing efforts of state insurance regulators to implement functional regulation,” NAIC Secretary-Treasurer and Iowa Insurance Commissioner Terri Vaughan said. Vaughan also chairs the NAIC’s Coordinating With Federal Regulators Working Group established as part of the effort by regulators to implement the Gramm-Leach-Bliley Act.

The agreement outlines guidelines for sharing information on the financial solvency, the insurance activities and the thrift activities of a regulated entity.  In addition, the agreement calls for sharing complaint and consumer-inquiry information of regulated entities and enforcement actions. The agreement also calls for strict confidentiality of information. Nothing in the agreement restricts, enlarges or otherwise modifies the respective jurisdiction of the respective state department of insurance or the OTS.
State Lines

Regulatory Approaches of Banking and Insurance 

The most important issue we face is living up to our pledge in the Statement of Intent to Modernize Insurance Regulation. I felt this would make a great article, but Colorado Commissioner Bill Kirven not only beat me to the punch but did so in a more convincing manner than I could have when he stated “Can we do this? Absolutely. Will we do it? Yes, but only if we are willing to expand our thinking from individual state issues to national standards.”  Given that, I’ve been in search of another topic.  I hope I have found one of interest by making some personal observations of differences between banking and insurance regulation.

I recently attended a “New Examiner Orientation” presented by the Office of Thrift Supervision.  It was an excellent program, and I urge any insurance regulator to attend.  Exclusive of market conduct issues, our missions are almost identical, yet we have different approaches to a common goal.  Banking and insurance regulators can learn from one another, take what is best from each system and create even better regulation.  

Fundamental differences between banking and insurance are reflected in each regulatory approach.  The primary uncertainty to insurance regulators is liability risk (less so in life insurance), whereas banking regulators are most focused on asset risk.  These differences tend to be discounted or minimized with the advent of financial service holding companies as authorized in Gramm-Leach-Bliley.  As insurance regulators we must remain cognizant that insurance is distinct from banking.

Observations of differences include:

Banking regulators view themselves as underwriters for the Federal Deposit Insurance Corporation.  The banking regulatory system is focused on the assessment of risk. For every bank, banking regulators require a defined business plan, which is updated periodically  and reviewed with the management.  Deviations from the plan or the failure to meet objectives are discussed.

Banking examinations are more frequent than insurance examinations, however they are generally of a lesser duration. There are specific examinations of holding companies.

Regulators review examinations and business plans with management and the board of directors of holding companies and banks.

In their role as underwriters banking regulators review the quality of the assets, which primarily consist of loans.  Bank examiners review samplings of loans for compliance with the lending policy of the bank.  There have been times in the insurance sector when insurers have assumed extensive liability risk without defined underwriting standards. 

Banking regulators rely on peer-group analysis to compare the performance of a bank to other banks engaged in similar lending activities or those in the same geographic area. 

Evaluation of bank management and management’s reputation is critical. If the performance of a bank is poor, banking regulators can require a change in management.

In insurance the “revolving door” is of concern.  In banking the opposite is true.  Banking experience is valuable for banking regulators, and banking regulators feel comfortable having experienced regulators in banking management.  The regulator/banker relationship is not adversarial.

Banking examinations and quarterly financial statements are confidential. Negative public information can create a run on the bank inhibiting regulators from taking action before damage is done.  

Resources of the FDIC provide bank regulators with flexibility to resolve problems with troubled banks.

One of the major risks in banking is insider lending.  For this reason regulation of the holding company and the definition of affiliates is very important. Transactions between affiliates are highly regulated.  

Holding companies are viewed as a “source of funds” in the event of deterioration in a banking subsidiary.  Regulators use contractual guarantees from holding companies, which insurance regulators have found difficult to obtain. 

Banking regulation is permissive.  Banks are given specific authority to engage in given activities. A bank desiring to expand activities must seek permission. A certificate of authority is issued for given lines of insurance to empower an insurer to transact business that falls within that authority.  

Until recently banking regulators have not focused on market activities of banks with the exception of assuring that services are available in all locales and that banks comply with the Community Reinvestment Act.  Market regulation is focus on the “reputation risk” and concerns with class action lawsuits.

-- Tim Wagner, Director

    Nebraska Department of Insurance
