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MESSAGE FROM THE OFFICERS 

By Vice President Kathleen Sebelius

Facing the Uncertainties of the Next Congress

The timing of this deadline is curious. I am writing this article without knowing the final composition of the United States Senate or who the new President will be. Even with those uncertainties, some things will clearly have an impact on the Congressional debate on insurance regulation.

The banking industry has lost some key allies in the Senate, and there are two new Senators who are very familiar with state insurance regulation. The addition of Ben Nelson of Nebraska, a former governor, former insurance commissioner and former executive vice-president of the NAIC, will give us a knowledgeable ally in the Senate. The other new Senator Nelson is Bill of Florida, who was elected commissioner in 1994, re-elected in 1998 and now returns to Capitol Hill, where he previously served as a member of Congress. Just as Earl Pomeroy has provided an important “inside” voice in the House, the Senators Nelson can be very influential as the debate unfolds in the Senate.

Given the sharp partisan divisions in the new Congress and the lack of a substantial voter mandate for the new president, it seems fair to predict that any sweeping policy change may face a rocky road. I’m not sure that we will know for some time how the 2001 Congress will address the issue of further federal regulation of insurance, or what strategy the banking interests will use to promote their proposals.

It is important that our efforts continue to be focused on completing the efforts outlined in the Statement of Intent, including “Speed to Market” and “National Treatment.” Finalizing these proposals and designing an implementation plan are important components of our year-end efforts.

But the design phase will not be enough when we are called upon to justify the continued viability of state regulation. Unless states move with deliberate speed to adopt the Producer Licensing Model Act and promulgate privacy regulations that are uniform throughout the country, we will not succeed. More states need to commit to the State Regulation 2000 initiatives so that we can move the entire regulatory process into the information age, and the proposed limited launch of the two planned initiatives needs to be followed by national adoption of a final plan.

The hard efforts of regulators throughout the country will be lost unless we can adopt these initiatives in every market in the country. In fact, sporadic adoption may only heighten the cry for federal intervention as the only way to get these good reforms in place.

I continue to be convinced that the state system is the best option. We can develop a uniform system for many of the common procedures used by state departments and adopt protocols that adhere to guidelines of timeliness and cost effectiveness while retaining the flexibility needed to make sound judgments about local market issues. Both consumers and companies will be better served by this reformed system.

So while there are uncertainties with the national political scene, which may be resolved by the time you read this article, we are clearly working in a dynamic political environment. We need to continue our efforts to develop and implement an improved regulatory process and at the same time continue to promote these initiatives in state legislatures and Congress. That’s no small task, but given the significant achievements of this past year, under the able leadership of our president, George Nichols III, I am convinced that our goals are within reach.  

Election, GLB Working Groups, Journalist Jane Bryant Quinn Highlight NAIC Winter Meeting

Members of the National Association of Insurance Commissioners will elect new officers and consider the association’s 2000 budget during the association’s Winter National Meeting in Boston, December 2-5. In addition, Speed to Market and National Treatment proposals will be discussed, and attendees will hear from noted journalist Jane Bryant Quinn.
“We have a very full agenda for consideration at this meeting. State regulators are moving aggressively to protect consumers in the rapidly changing world of financial services modernization,” George Nichols III, NAIC President and Kentucky Commissioner of Insurance, said. “We have had a very full year, and I am proud of our accomplishments. I hope to continue that momentum at this year’s last meeting.”

The meeting headquarters hotel is the Boston Marriott Copley Place Hotel, 110 Huntington Avenue. Additional meetings will be held at the Westin Hotel Copley Place, 10 Huntington Avenue.

Jane Bryant Quinn, award-winning columnist for Newsweek and Good Housekeeping, will address the Opening Session of the NAIC on Sunday, December 3, in Salons F/G on the Fourth Floor of the Marriott. She will be addressing consumer perceptions of regulators and state regulation of insurance. Quinn is a leading commentator on personal finance and author of the best seller “Making the Most of Your Money,” a comprehensive guide to personal finance. 

On Monday, December 4, NAIC members will elect 2001 officers following a meeting of the Executive Committee, which will be held at 2 p.m. in Salons F/G of the Marriott. The Executive Committee will consider the 2001 budget, which was approved by the NAIC’s Internal Administration (EX1) Subcommittee earlier this month. Also under consideration for adoption by the committee are several model laws including the Home Service Disclosure Model Act, the Small Employer and Individual Health Insurance Availability Model Act, and the Universal Life Insurance Model Regulation.

Also on Monday, the National Treatment of Companies Working Group will meet to consider a limited-launch program designed to evaluate the effectiveness and efficiencies of a system of national treatment. This open meeting will be held from 1 to 2 p.m. in Salons F/G of the Marriott.

An interim meeting of the Speed to Market Working Group will be held November 20-21 in Kansas City to expose the work of the CARFRA Subgroup and the Improvements to State-Based Systems Subgroup. The CARFRA Subgroup is finalizing plans for a limited launch of the program early next year. The second subgroup has developed recommendations relating to administrative efficiencies that could be quickly implemented by the states. They are also recommending changes to the regulatory framework for commercial lines property and casualty filings. The Boston meeting of the Speed to Market Working Group will focus on reviewing comments on the subgroups’ work products and will be held Monday, December 4, from 8-11 a.m. in Salons F/G of the Marriott.

Other highlights of the upcoming meeting include:

·The Antifraud Task Force will host a presentation by the Federal Emergency Management Agency  (FEMA) on the Federal Flood Insurance Program, Catastrophe Fraud and the joint cooperation between state and federal investigations. (Saturday, December 2, 3 p.m., Salons C/D, Fourth Floor, Marriott)

·The Medicare Supplement Working Group will hold a public hearing to solicit comments on the 10 standardized Medigap plans. (Sunday, December 3, 2:30 p.m., Essex South, Third Floor, Westin)

·The Viatical Settlements Working Group will consider adoption of a revised Viatical Settlements Model Act that will cover so-called life or senior settlements, address investment issues and include new provisions related to fraud, examination and advertising. (Monday, December 4, 3:30 p.m., Essex Center, Third Floor, Westin)

NAIC Participates in 2000 Annual Meeting of the International Association of Insurance Supervisors

Several members of the NAIC, including NAIC President George Nichols (KY), Vice President Kathleen Sebelius (KS), Hanley Clark (WV), Alessandro Iuppa (ME), Bob Lohr (AK), Ernst Csiszar (SC), Betty Patterson (representing Jose Montemayor, TX), and NAIC Executive Vice President Cathy Weatherford attended the Annual Meeting and Conference of the International Association of Insurance Supervisors (IAIS) in Cape Town, South Africa in late October. The annual meeting of the members featured the re-election of Commissioner Hanley Clark (WV) to another term as chair of the IAIS Executive Committee, introduction of the China Insurance Regulatory Commission (CIRC) as a new IAIS member, and the adoption of several new papers involving insurance regulatory principles.

One of the papers, “Supervisory Standard on Group Coordination,”  expands on the Joint Forum “Coordinator Paper” and addresses the specific role of insurance supervisors in the regulation of financial conglomerates. The new “Guidance Paper for Fit and Proper Principles and their Application” also follows a Joint Forum paper on similar issues in the context of conglomerates, applying “fit and proper” criteria to single insurance entities and insurance groups. “Principles on the Supervision of Insurance Activities on the Internet” constitutes an important first step for IAIS members in this area, encouraging insurance regulators to ensure that rules affecting business transacted over the internet are not discriminatory vis-à-vis business transacted via other media.

Under the leadership of Commissioner Hanley Clark (WV), the IAIS has worked with the International Monetary Fund and the World Bank to develop a methodology for evaluating the observance of insurance supervisory agencies around the world with regulatory principles set forth in the IAIS Insurance Core Principles.  In Cape Town, the IAIS membership adopted the Insurance Core Principles Methodology to further this on-going effort, under the auspices of the Financial Stability Forum, to encourage the adoption of sound insurance supervisory practices around the world. The Methodology  provides a series of essential and “additional” criteria against which to measure a jurisdiction’s system for regulating insurance.  The goal of the exercise is to identify areas of weakness in a jurisdiction’s insurance regulatory structure that can then be specifically addressed through technical assistance or training efforts by the IAIS or other international groups.

As part of the Conference held in conjunction with the Annual Meeting, several NAIC members participated in presentations of new and emerging insurance regulatory issues.  Director Ernst Csiszar (SC), chair of the IAIS Subgroup on this issue, led a panel discussion of issues surrounding the securitization of insurance risks by insurance companies, as well as the investment of insurers in these instruments. Commissioner Clark chaired a series of presentations by private sector “observer” members of the IAIS on three principal issues: the role of the IAIS in international trade negotiations, best practices of industry self-regulation, and alternative measurements of insurance risk.  On the final day of the three-day conference, NAIC President and Kentucky Insurance Commissioner George Nichols participated in a panel on the regulation of insurance intermediaries, and provided an overview of the NAIC’s recent efforts to harmonize insurance regulation generally, specifically outlining the goals of the Producer Licensing Model Act.

For further information on the IAIS, including copies of the recently adopted papers, contact George Brady (gbrady@naic.org) or visit the IAIS Web site at www.iaisweb.org.

NAIC Subcommittee Approves 2001 Budget

The National Association of Insurance Commissioners’ Internal Administration (EX 1) Subcommittee approved the association’s budget for 2001 following a public hearing  conducted by conference call. The budget will be considered by the full NAIC membership during the Winter National Meeting in Boston next month.
Kansas Insurance Commissioner and NAIC Vice-President Kathleen Sebelius chaired the hearing, which opened with an overview of the budget process presented by NAIC Executive Vice-President Catherine J. Weatherford. During the hearing, five interested parties presented their issues and concerns regarding the proposed 2001 budget. Comments from the interested parties focused on the SVO reorganization and the revenues and expenses of NAIC meetings. 

Assurances were made to all parties that the first quarter of 2001 would be the appropriate time to revisit any revenue and expenses relating to the SVO after a full year of actual results following the reorganization. It was also discussed that NAIC staff could be more mindful of registrants needs for documents, materials and minutes in conjunction with national meetings.

“We received many positive comments from interested parties over the level of detail and clarity of the proposed budget,” Weatherford said. “With approval of the budget by the Executive Committee and Plenary session at the December NAIC meeting in Boston, we can move smoothly into 2001, continuing the momentum with new initiatives that we have shown in the past year.”

Weatherford said the proposed budget calls for projected revenue of $47.9 million, a 3.3% increase. Proposed spending in the 2001 budget is $46.9 million, a 2.8% increase next year over current spending.  While this budget does not allocate any resources to implement the proposals currently under development in the Gramm-Leach-Bliley Working Groups, fiscal impact statements are being drafted for membership consideration.

Non-resident Licensing Now Available Through National Insurance Producer Registry

The National Insurance Producer Registry (NIPR) has announced the arrival of electronic, non-resident licensing for insurance producers. By using NIPR as a central clearinghouse for non-resident licensing information, regulators say 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. 
“State regulators and NIPR are dedicated to creating uniformity in producer licensing, and this is an important step down that road. Through non-resident licensing, the states have agreed to license non-resident producers, who are in good standing in their states, without imposing additional restrictions or qualifications not required of resident producers. Via the NIPR gateway, this process has now become electronic,” said Iowa Insurance Commissioner and NIPR Board President Terri Vaughan.

Colorado, Iowa, Ohio, New York and North Carolina have been part of the pilot program. Colorado, Iowa and Ohio will lead the production with New York and North Carolina following in the coming weeks. 

Electronic non-resident licensing offers time savings and speed to market through automation efficiencies. Features such as 24-hour turnaround on clean transactions and a one-time transaction payment for multiple licenses make the NIPR system the first of its kind. Other features of NIPR’s non-resident licensing include prior knowledge of license eligibility and costs, which means the producer knows upon application what the licensing costs will be and for what lines of authority he/she is eligible.

At this time, NIPR offers non-resident licensing only through authorized business partners.  NIPR has signed agreements with Applicant Insight, Ltd.; CT Corporation; Cumberland Licensing Corporation; Innovative IT Solutions; and Pictorial / Bisys. A current list of authorized business partners for all NIPR products and services can be found on the NIPR Web site at www.licenseregistry.com. For information on becoming an authorized business partner, please contact Kim Green at (816)783-8799.  

The National Insurance Producer Registry (NIPR) is a non-profit affiliate of the National Association of Insurance Commissioners (NAIC) that works to develop and implement the Producer Database  (PDB) and the Producer Information Network (PIN). NIPR is governed by a board of directors structured to include five members representing the NAIC and four industry members representing a cross section of the insurance industry.

International and Federal Regulators Join State Regulators in “Regulating for Solvency” 


This year’s class in “Regulating for Solvency” was a blend of regulators from the state, federal, and international arenas. Making up the class of 32 were regulators from 14 departments, the Federal Reserve Board, the Office of Thrift Supervision, the Central Bank of Malaysia, the Taiwan Ministry of Finance, and the Financial Supervisory Service in Korea. The program, for experienced financial regulators, was held October 23-26 at NAIC Executive Headquarters in Kansas City.


Designed as a program that explores leading-edge issues and tools, “Regulating for Solvency” covers topics such as catastrophe bonds, troubled HMOs, the effect of Codification on state regulation, and provisionally exempt securities.

 The 3½-day program began with the Primary Insurance Management Exercise (PRIME), which allows participants to experience running an insurance company including setting a business strategy. In sessions during the first two days, six teams managed their companies over a four-year period where market conditions, catastrophes, and government regulation all needed to be considered in business decisions. 

The program closed with a panel that consisted of Mel Anderson, assistant commissioner for financial regulation, Arkansas Department of Insurance; Don Gaskill, chief examiner and Financial Surveillance Division supervisor, Kansas Insurance Department; and Robert Howe, deputy commissioner and chief examiner, Iowa Division of Insurance.

Several state regulators presented in the program: Tom Foley, life and health actuary, Kansas Insurance Department; Doug Hartz, receivership supervisor, Missouri Department of Insurance; Belinda Miller, director of insurer services, Florida Department of Insurance; Constance Peterson, life senior financial analyst – insurance, Minnesota Department of Commerce; and Almeda Reams, assistant chief examiner, Ohio Department of Insurance. 

This annual program, first offered in 1992, was developed with assistance from the Society of Financial Examiners.

ISIS Online Training Program Available to Companies

Use of the Internet and the Integrated Securities Information System (ISIS) allows companies to electronically create “Authorization to File” forms for submission to the NAIC. 

Now individuals who file securities with the NAIC Securities Valuation Office (SVO) have the opportunity to learn about ISIS in depth and to practice using the system, also via the Internet, through the NAIC ISIS Online Training Program.

Tuition is $195 and includes online instruction and copies of  How to Comply with the Procedures of the Securities Valuation Office and Purposes and Procedures Manual of the NAIC Securities Valuation Office. 

For more information go to the Education & Training Department page on the Internet at www.naic.org/education.

State Lines

Emphasizing Communication With Consumers

More than ever before, the consumer sets the rules.  As regulators, we need to recognize the importance that we place on consumer communication and service.  
During the early part of 2000, Michigan merged the Financial Institutions Bureau, Insurance Bureau and Securities Division into the Office of Financial and Insurance Services (OFIS). Communications became more important as our customer base grew and changes in the regulatory environment required more effective communication. Two ways of accomplishing our new communications goals are the OFIS Communications Center and our Rapid Response program. 

This fall, OFIS marked the one-year anniversary of our Communication Center and toll-free number. In some ways, the communication center staff who answer all incoming calls have the most important position in OFIS.  Besides answering the main numbers, they are trained and equipped to respond directly to numerous caller inquiries.

In the spring of 1999, the Communication Center started within the former Insurance Bureau as four individuals answering insurance calls. OFIS launched a toll-free number on November 1, 2000. The toll-free line receives an average of about 2704 calls per month, with the total number of calls going through the Communication Center averaging more than 8,500 a month.  The goal is to eventually have half or more of inquiries answered at the Communication Center. OFIS is also working on making more information available on the OFIS Web site (www.cis.state.mi.us/OFIS) to cut down on calls from the industry and allow more time at the Communication Center to be dedicated to consumers.

The Communication Center, now staffed with five individuals to efficiently address the needs of our customers, has already assumed responsibility for calls from the Division of Securities’ main line.  We expect to hire two additional staff within the coming months and will bring in the Division of Financial Services’ calls shortly thereafter.

The Communication Center has maintained excellent response time to the customers contacting OFIS.  An initial goal of having 80% of all callers routed to a customer services representative within three minutes was established. The Communication Center has exceeded that goal in each of the reporting quarters and is now averaging over 90% in this area. In fact, approximately 68% of the calls are routed to a customer services representative within 15 seconds.  

The public response to the Communication Center has been overwhelmingly positive. The public appreciates connecting to a person rather than an automated menu. In addition, internal staff has been impressed with the amount of work they are able to accomplish due to a reduction in phone interruptions.

The OFIS Rapid Response program is new. Its function is to quickly address routine and time-sensitive consumer inquires. OFIS has identified the following consumer inquiries as eligible for the Rapid Response program:  emergency or time-sensitive issues like cancellations, policyholder services issues like requests for a duplicate policy or a change in agent, late or missed payments, coverage status and status on claim requests.

The benefit to the consumer is tremendous in that OFIS has a quick and simple process to handle  insurance problems that often seem difficult to the consumer. The insurance company also benefits from this program.  These cases are initially considered inquiries and not entered into our complaint database.  If the problem is not resolved within 48 hours, or if OFIS staff determines that the inquiry needs to be officially documented as a complaint, the inquiry automatically enters the complaint database.

Currently, the Michigan OFIS Rapid Response program is voluntary. The industry was extremely helpful by making suggestions to keep the program operations as efficient as possible.  So far, OFIS has 304 (of 1500) companies signed up to participate in the  program. After our first two months of operation, we have averaged at least one inquiry a week in the Rapid Response program.  OFIS expects to drastically increase participation by making the program more widely known and bringing additional companies on board.

We will continue our communications emphasis in 2001 with a push to increase the use of our Web site as a tool to provide information to our customers. All regulators should remain focused on consumer service and constantly strive for ways to improve.

By Frank Fitzgerald,

Commissioner, Michigan Insurance Bureau
