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THE IMPACT OF INTERNATIONAL
REGULATORY STANDARDS ON THE
COMPETITIVENESS OF U.S. INSURERS

Thursday, June 13, 2013

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING
AND INSURANCE,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 1:05 p.m., in room
2128, Rayburn House Office Building, Hon. Randy Neugebauer
[chairman of the subcommittee] presiding.

Members present: Representatives Neugebauer, Luetkemeyer,
Royce, Miller, Garrett, Hurt, Stivers, Ross; Capuano, Cleaver,
Sherman, Himes, and Beatty.

Ex officio present: Representative Hensarling.

Also present: Representative Green.

Chairman NEUGEBAUER. This hearing of the Subcommittee on
Housing and Insurance will come to order. Today’s hearing is enti-
tled, “The Impact of International Regulatory Standards on the
Competitiveness of U.S. Insurers.” I ask unanimous consent that
any Members who aren’t on the Housing and Insurance Sub-
committee be allowed to participate in this hearing as if they were
a member of the subcommittee.

Without objection, it is so ordered.

This is the first hearing that I am aware of where we really kind
of start to dive into some of the role of the Federal Insurance Office
(FIO) and its interaction in the insurance industry along with other
stakeholders, and particularly as we begin to examine a range of
international regulatory standards and how we can balance the
need to coordinate international regulatory efforts with our duty to
ensure a globally competitive marketplace for U.S. companies. So
this will be the first of, I think, many hearings examining the
international competitiveness of the U.S. insurance industry.

We have three objectives for this hearing: to gain a better under-
standing of the strategic objectives being pursued by our insurance
supervisors and how they are working together to achieve these
shared goals; to receive assurances from our witnesses that the
agenda being pursued is a net positive for the domestic policy-
holders and insurers; and to raise awareness of certain inter-
national proposals that could undermine our system of State-based
insurance regulation that has performed pretty well for over 150
years.
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Additionally, we want to make sure that better international co-
ordination can prevent regulatory gaps and promote efficiency. The
TIAIS is moving away from a regulatory coordination to an inter-
national standards setter.

Given the unique nature of our insurance regulatory model, the
consolidated bank-like model favored by the International Associa-
tion of Insurance Supervisors (IAIS) could disproportionately im-
pact U.S. policyholders and insurers. We would like to learn more
about what the National Association of Insurance Commissioners
(NAIC) and FIO are doing to prevent the importation of European
style bank-like regulations into the United States.

Also, we want to learn more about ComFrame. The current
ComFrame draft would create a one-size-fits-all regulatory regime
for global insurers, including group-wide capital assessments and
prescriptive prudential standards. Given the unique nature of our
regulatory model, this proposal has the potential to increase the
costs for U.S. insurers, which would be borne by the policyholders
themselves. I would also like to hear how our witnesses view the
ComFrame proposal and how they believe it would affect our insur-
ance markets.

Additionally, the TAIS selection method to determine designation
of systemic insurers or Global Systemically Important Financial In-
stitutions (G-SIFIs) lacks transparency and reasonableness due to
the process of appealing decisions. I would also like to hear how
our witnesses plan to harmonize our efforts to designate System-
ically Important Financial Institutions (SIFIs) here at home and
other efforts overseas. So I think this is going to be a very impor-
tant hearing, and I think Members can use this, obviously, as an
educational opportunity, as some of these things that we are going
to be discussing today are being played out literally as we go here.

And with that, I would like to recognize the ranking member of
the subcommittee, Mr. Capuano.

Mr. CApUuANO. Thank you, Mr. Chairman.

I want to thank all the panel members. I think this may be the
most distinguished panel I have ever seen. I have had distin-
guished individuals—but the whole panel; you guys are pretty
heavyweight. I am looking forward to learning a whole bunch from
you.

Again, Mr. Chairman, thank you for having this hearing. I think
this is one of many hearings we are going to have on how the
whole Federal involvement, whatever limited involvement or what-
ever it might be relative to insurance regulation, it is an important
issue. It is a very delicate issue. It is a very controversial issue,
and I think it is important for us to try to keep on top of it, but
I do want to point out the irony that just yesterday, we had a sig-
nificant hearing, and we passed several bills on the Floor, all of
which were designed to embrace foreign regulations, to say foreign
regulations are better than our regulations because we like them
better, and yet here, just the concept of foreign regulations scares
some people. My answer is that there are some good, and some
bad. Let’s figure out what is good, let’s figure out what is bad, and
adopt the ones that aren’t and fight the ones that are.

But all that being said, I am looking forward to the hearing
today, and a continuous relationship with all three of you gentle-
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men because each of you holds a very important position in this
issue to keep us educated and enlightened and involved.

So thank you for being here, and thank you, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman.

And now the gentleman from California, Mr. Royce, is recognized
for 2 minutes.

Mr. ROYCE. Thank you, Mr. Chairman.

I think some historical context is necessary for this hearing. The
Federal Insurance Office was created to solve a problem. Both the
Bush Administration’s Blueprint and the Obama Administration’s
White Paper called for its creation. Both highlighted the need for
a lead negotiator in the promotion of international insurance policy
for the United States, as the paper said, and that the lack of a Fed-
eral entity with responsibility and expertise for insurance has ham-
pered our Nation’s effectiveness in engaging internationally.

Dr. Terri Vaughan, a former CEO and president of the NAIC, ap-
plauded its creation, stating that in a post-FIO world, unlike now,
there would be a single office capable of articulating a global policy
considering U.S. interests broadly and enforcing the policy. In this
increasingly global world, that is something the United States can
no longer live without, she said. The facts are the facts. What was
known then is known now. State regulators and most certainly the
NAIC are structurally and constitutionally incapable of rep-
resenting U.S. insurance interests abroad.

The NAIC lacks the legal standing as a self-proclaimed standard-
setting and regulatory support organization, while State insurance
regulators lack the authority under the U.S. Constitution to nego-
tiate binding international agreements. What was contemplated at
the time was not simply adding another Federal voice to inter-
national discussions regarding insurance issues, as Senator Nelson
states in his testimony. No. It was to create a single voice for the
United States on these matters, and the problem, as Dr. Vaughan
noted at the time, was that there was no clear leader for U.S. in-
surance regulation; no single person could articulate a U.S. policy
on a global stage.

This hearing should not be about revisionist history, and it
should not be focused on whether the NAIC is getting along with
the FIO. We should put U.S. insurance consumers first. This com-
mittee’s oversight should be focused on empowering the FIO to en-
courage healthy competition at home and a level playing field for
U.S. insurers abroad.

Thank you, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman.

The gentlewoman from Ohio, Mrs. Beatty, is recognized for 3
minutes.

Mrs. BEATTY. Thank you, Mr. Chairman, and Mr. Ranking Mem-
ber.

And certainly I agree with my colleagues, as we are excited to
hear from this distinguished group of gentlemen. This is an area
that I am quite interested in, and hopefully when we get into the
question areas, there will be some questions that I could delve into
with Basel and TRIA and the uniform enforcement of international
insurance. We have been looking at the international issue as it re-
lates to housing, and now we are here in insurance.
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I am from Ohio, and just recently, I have had a couple of finan-
cial institutions, a credit union give me an example of them being
engaged with an insurance company that then had some financial
difficulties, and then, as you can imagine, when they went into
bankruptcy, what happened to the credit union and all of those in-
dividuals that they were representing. So, as we talk about that
further, I would like to hear your opinions on that.

Also, so often, I have people who come in, and they are insurers,
and they act like a bank, but they are not a bank. And then, we
have others who are saying they are. So as we look at this and the
examples of what we are doing internationally, I will be really ex-
cited to hear some of your responses, and I am sure I will have
some questions after we hear your presentations.

Thank you, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentlewoman.

And now the gentleman from California, Mr. Miller, is recognized
for 2 minutes.

Mr. MILLER. Thank you, Chairman Neugebauer. Thank you for
holding this hearing, and I welcome our guests today.

I am looking forward to hearing from you. For the past century,
and through multiple financial crises, the State-based insurance
regulatory system in the United States has been successful and has
protected policyholders. However, in the response to the financial
crisis, global regulators are now seeking to set new regulatory
standards for all insurers. It is essential that Congress fully under-
stand the impact international regulatory standards will have on
the competitiveness of U.S. insurers.

As negotiations proceed, we must recognize that the U.S., EU,
and other regions have vastly different regulatory structures for
the insurance industry and adjust them accordingly. While I
strongly believe in coordination among international regulators, we
must resist the tendency of pursuing a one-size-fits-all approach. If
we subject U.S. insurance firms to inappropriate international reg-
ulatory standards, it will hurt U.S. competitiveness domestically
and internationally, and it will create an unlevel playing field that
will hurt U.S. jobs and economic growth.

Currently, there are proposals in the United States and inter-
nationally to use bank-centered capital standards for U.S. compa-
nies. The U.S. insurance model is vastly different from both the
banking system and the EU insurance model. I don’t know why
regulators keep trying to fit a square peg in a round hole, but they
need to stop trying. The difference in our countries’ systems should
be recognized and embraced.

Regulatory coordination efforts should focus on effective prin-
ciples and avoid specific standards. We should be looking at effec-
tiveness of regulations, not making them the same. To defend and
promote the strength of our regulatory system and make certain
that U.S. insurers can effectively compete overseas, the U.S. rep-
resentatives need to be unified in their strategy, and it is impera-
tive that the U.S. representatives coordinate to form a unified
streclltegy, because if you fail to coordinate, we will all fail to suc-
ceed.

I yield back.

Chairman NEUGEBAUER. I thank the gentleman.
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I would now like to recognize the gentleman from Missouri, Mr.
Cleaver, to make a special introduction.

Mr. CLEAVER. Thank you, Mr. Chairman, and Mr. Ranking Mem-
ber. I appreciate the opportunity to introduce one of our panelists.

I am very proud and pleased to introduce—actually, I guess I
can’t introduce someone who has served with distinction in the
Senate, but let me introduce to this committee Senator Ben Nelson,
from my neighboring State of Nebraska.

There might be a question of, why would somebody in Missouri
want to introduce someone from Nebraska, particularly considering
how the University of Nebraska’s football team has treated Mis-
souri historically? However, I am very pleased that Senator Nelson,
who actually became involved in the insurance industry right out
of law school, was the key figure in moving the National Associa-
tion of Insurance Commissioners’ national office to the downtown
area of my congressional district, and they have over 450 employ-
ees in the downtown area, so we are very proud of that.

As 1 said earlier, Senator Nelson is a familiar face here on Cap-
itol Hill, a two-term Senator, and he also served two terms as the
Governor of Nebraska. And one of the things I hope I can match
is during his time, he tried to bridge the gap between the urban
and the rural parts of Nebraska. And I think the more we can
bring people together and have one America, the better we are.

So, I am very pleased to welcome Senator Ben Nelson to our
committee.

Chairman NEUGEBAUER. I thank the gentleman, and we will now
recognize our witnesses. Each one of you will be allowed 5 minutes
to give your opening statements. And without objection, your full
written statements will be made a part of the record.

The first panelist is Mr. Michael McRaith. He is the Director of
the Federal Insurance Office, referred to as FIO. The second pan-
elist is, of course, former Senator Nelson, who was just introduced
by Mr. Cleaver. And the third panelist is Mr. Roy Woodall, who is
an independent member of the Financial Stability Oversight Coun-
cil, with insurance expertise.

Mr. McRaith, you are recognized for 5 minutes.

STATEMENT OF MICHAEL McRAITH, DIRECTOR, FEDERAL
INSURANCE OFFICE, U.S. DEPARTMENT OF THE TREASURY

Mr. McRAITH. Chairman Neugebauer, Ranking Member
Capuano, and members of the subcommittee, thank you for inviting
me to testify. I am Michael McRaith, Director of the Federal Insur-
ance Office at the U.S. Department of the Treasury.

As you know, we released our first annual report yesterday, and
we are working to release our modernization report soon. FIO’s ex-
press statutory mandate authorizes our Office to monitor all as-
pects of the industry. The statute also expressly authorizes our Of-
fice to coordinate Federal efforts and develop Federal policy on pru-
dential aspects of international insurance matters and to represent
the United States at the International Association of Insurance Su-
pervisors (IAIS). When I arrived in June 2011, in fact 2 years ago
to the day, the United States faced three primary international
issues: one, the IAIS had begun work on the designation of global
systemically important insurers; two, it had begun the development



6

of the common framework for the supervision of internationally ac-
tive insurance groups or ComFrame; and three, the threat of a uni-
lateral equivalence assessment by the EU of U.S. insurance regula-
tion.

It was important for the Federal voice established by Congress
to engage in these three areas in order to protect U.S. interests,
and I will address each of the three.

FIO serves as a nonvoting member of the U.S. Financial Stability
Oversight Council, and we also serve on the IAIS committee re-
sponsible for the G-SII work. The TAIS designation process is con-
sensus driven. Our view is that the IAIS process should align with
that of the FSOC in substance, methodology, and timing. We have
seen significant improvement in the IAIS work, and we look for-
ward to continued engagement on this project.

The second IAIS priority is ComFrame, a regulatory framework
applicable to international insurance groups. Importantly, the IAIS
is a standard-setter and not a regulator. For this reason,
ComFrame will promote comparability and lead to improved con-
fidence and trust among regulators from different countries. It will
have qualitative and quantitative elements. Beginning in early
2014, the concepts of ComFrame will be field tested directly with
insurers. The companies to which ComFrame will apply will there-
by directly influence its standards. The increasing internationaliza-
tion of the insurance market, which we strongly support, makes
ComFrame an important project in which we should be engaged. I
am privileged to serve as the Chair of the IAIS committee over-
seeing ComFrame development.

The facts are that the EU and the U.S. are the world’s leading
insurance jurisdictions, both in terms of premium volume and as
the home of globally active insurers. Interaction between super-
visors in the EU and the U.S. is essential to industry and con-
sumers. For this reason, we hosted the EU and State insurance
leadership in January 2012 to launch the EU-U.S. Insurance Dia-
logue Project. Through 2012, representatives of FIO and State reg-
ulators and the EU insurance leaders worked to identify com-
monalities and differences in seven areas, including group super-
vision, capital insolvency, and reinsurance.

Thanks to all the participants, an unprecedented gap analysis
was released to the public in September 2012. In December 2012,
the EU and the U.S. agreed on high-level objectives to be pursued
in the coming years. Areas for improved convergence will be identi-
fied, as will the areas where the gaps are too divergent to reconcile.
Importantly, the EU and the U.S. share a commitment to this col-
laborative and constructive project.

So these are three key areas of our international involvement, al-
though we have more. Among others, we work with State regu-
lators at the Organization for Economic Cooperation and Develop-
ment (OECD), and we formed the first North American insurance
supervisory forum. Insurance is an enormous multifaceted indus-
try, subject to complicated regulatory oversight.

Chairman Neugebauer, I affirm our commitment to work with
State regulators and to work in support of Congress as you seek
to further understand insurance sector developments of local, na-
tional, or international interests. On every issue, our priority will



7

remain the best interests of the U.S.-based insurance consumers
and industry and jobs and prosperity for the American people.
Thank you for your attention. I am happy to answer your ques-
tions.

[The prepared statement of Mr. McRaith can be found on page
40 of the appendix.]

Chairman NEUGEBAUER. I thank the gentleman.

Mr. Nelson, you now are recognized for 5 minutes.

STATEMENT OF THE HONORABLE E. BENJAMIN NELSON,
CHIEF EXECUTIVE OFFICER, NATIONAL ASSOCIATION OF IN-
SURANCE COMMISSIONERS (NAIC)

Mr. NELSON. Chairman Neugebauer, Ranking Member Capuano,
and members of the subcommittee, thank you for the opportunity
to testify today. I am Ben Nelson, CEO of the NAIC.

In the international arena, U.S. insurance regulators and the
NAIC have been active at the IAIS in developing ComFrame. We
believe there is merit in developing a framework for greater coordi-
nation and cooperation among supervisors for such groups. How-
ever, we are concerned that the current scope and prescriptive na-
ture of ComFrame overshoots those goals and overcomplicates what
is necessary for effective cross-border supervision. Rather,
ComFrame should support the work of international supervisory
colleges which serve as the vehicle to achieve these relationships
designed to enhance insurance activity.

We are also troubled by related discussions on the need for a
global capital standard for insurance, which could result in a bank-
like approach that is not appropriate. We urge Congress to be wary
of any international prescriptions seeking to impose new standards
on the United States.

The NAIC is also involved in the identification of Global System-
ically Important Insurers, or G-SIIs through IAIS. To the extent
that an insurer engages in activities which could result in that des-
ignation, U.S. and international regulators should work collabo-
ratively to address these activities and eliminate their systemic
threat. Thus, we continue to examine the scope of our authorities
and resources to ensure that systemic risk does not emanate from
insurance activities or entities within our purview.

Additionally, we have concerns that two tiers of companies could
reduce market discipline, create competitive distortions, and en-
courage undesirable consolidation and concentration in the insur-
ance sector. Therefore, designation should be the product of rig-
orous analysis that reflects a very thorough understanding of the
insurance business model and regulatory system. The domestic and
international processes should be aligned to the greatest extent
possible with appropriate deference to domestic authorities. As
such, the G-SII list should not contain any U.S. insurers that
haven’t been designated Systemically Important Financial Institu-
tions, or SIFIs, by the Financial Stability Oversight Council. This
would also ensure that the impact of any designation of a U.S. firm
is rooted in clear legal authority and process.

State insurance regulators have been actively involved as well in
the U.S.—EU Insurance Dialogue Project, which builds on a decade-
long bilateral discussion. Last December, a joint report and paper
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were issued outlining a set of common objectives and a series of ini-
tiatives designed to enhance insurance regulatory cooperation.
Many of these initiatives are already under way or under consider-
ation within the NAIC process. While much work still lies ahead,
U.S. State insurance regulators are working diligently to enhance
this transatlantic relationship.

In some of these international areas, we have been working with
the FIO. The NAIC believes that the FIO adds another Federal
voice and can enhance existing efforts of the NAIC and the insur-
ance regulators. However, the FIO does not speak for insurance
regulators. Accordingly, we expect the Treasury Department to give
deference to and be supportive of the views of the regulators in fo-
rums that focus almost exclusively on regulatory issues, such as
the TAIS.

Moreover, it is inappropriate for the FIO or any other nonregu-
lator to seek to participate in supervisory colleges without an invi-
tation from the regulators.

In conclusion, U.S. insurance regulators have a strong track
record of supervision and are committed to coordinating with our
international counterparts to help ensure open, competitive, and
stable markets around the world. Congress has delegated insur-
ance regulatory authority to the States, so we have a continuing
obligation to engage internationally in those areas that impact the
U.S. State-based system, companies, and consumers. Uniform glob-
al standards are not necessary to achieve this compatibility or
equivalent results. We appreciate international developments. We
recognize that we should not toss aside our time-tested, State-
based system in pursuit of untested and overly burdensome ap-
proaches, even for the sake of diplomacy and collegiality. Thank
you, and I look forward to your questions.

[The prepared statement of Senator Nelson can be found on page
46 of the appendix.]

Chairman NEUGEBAUER. I thank the gentleman.

And finally, Mr. Woodall, you are recognized for 5 minutes.

STATEMENT OF THE HONORABLE S. ROY WOODALL, JR.,
MEMBER, FINANCIAL STABILITY OVERSIGHT COUNCIL

Mr. WoobpALL. Thank you, Chairman Neugebauer, Ranking
Member Capuano, and members of the subcommittee for inviting
me to appear before you today.

I am pleased to be here, along with my friend, Ben Nelson, whom
I have known for 45 years, since we were both State insurance reg-
ulators back in the 1960s. I am also pleased to be here with Fed-
eral colleague Mike McRaith from the Treasury Department, where
I have really, in a sense, preceded him and the FIO in serving as
Treasury’s Principal Senior Insurance Advisor for 8 years under 4
Secretaries of the Treasury and 2 Administrations.

My varied background also includes serving Congress itself, both
at the Congressional Research Service and also at this committee
back in 2004 as a detailee to assist your staff in developing pro-
posed insurance legislation.

As you said, I am now a voting member of the Financial Stability
Oversight Council or FSOC—it is a little shorter—in the position
that was created by Congress in the Dodd-Frank Act for “an inde-
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pendent member having insurance expertise.” That is a direct
quote.

I am joined at the FSOC by the nine voting members, made up
of the Secretary of the Treasury and members who are Federal fi-
nancial service regulators, as well as the five nonvoting members
who serve in an advisory capacity, including Mike McRaith, in his
capacity as the Director of the FIO, and John Huff, the Missouri
director of insurance representing the State insurance regulators.

As this hearing focuses on international insurance developments
affecting U.S. insurers, some have asked, why is Roy testifying?
Why was he invited? That is a good question, since I do not lead
an agency. I don’t have any regulatory or supervisory authority.
And most of the work that I do at FSOC is confidential and thus
can’t be discussed or commented upon.

As mentioned in Dodd-Frank, though, it does not specify any du-
ties for my position, other than having insurance expertise. I am
just two lines in the statute, but expertise is never a static concept,
even after 52 years of involvement in the insurance sector. It re-
quires a continuous learning experience to keep current on develop-
ments and topical issues that may come before the FSOC. Thus, I
have tried to be guided by the duties outlined by Congress for
FSOC itself in order to define what my own proactive role as a vot-
ing member should be.

Let me briefly cite the duties as they pertain to international in-
surance matters. Section 112 of Dodd-Frank lists among the Coun-
cil duties the monitoring of domestic and international financial
regulatory proposals and developments, including insurance and
accounting issues, as well as advising Congress and making rec-
ommendations in areas that will enhance the integrity, efficiency,
1c{ompetitiveness, and stability of the United States financial mar-

ets.

Under Section 175 of Dodd-Frank, it is clear that I am also to
be a consultant to the Treasury Secretary, for it provides that the
Chairperson of the Council, in consultation with other members of
the Council, shall regularly consult with the financial regulatory
entities and other appropriate organizations of foreign governments
or international organizations on matters relating to systemic risk
to the international financial system.

As outlined in my written testimony, I have encountered some
difficulties in trying to be effective and proactive in fulfilling what
I perceive to be those duties and responsibilities as a member of
the Council, that is, to monitor international insurance proposals
and developments and thus be able to maintain an optimal level
of expertise to assist the Chair of the FSOC in making rec-
ommendations to the subcommittee of Congress on international
matters. The international forums critically important to the insur-
ance right now have been mentioned, the IAIS and the FSB, yet
I do not believe that their structures have been sufficiently updated
to allow for the full engagement with all members of FSOC, which
Congress established as being chiefly responsible for the United
States in monitoring, identifying, and addressing systematic risk as
well as responding to threats to our financial stability.

As set forth more fully in my written testimony, efforts have
been under way at the IAIS to allow me and other Council mem-
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bers to attend IAIS member-only meetings as nonvoting members.
Currently, the FIO, the NAIC, and our State commissioners are
voting members at the IAIS. The inability for me and other Council
members to attend the closed meetings of IAIS would create a pat-
tern that would be similar to what we now have in the role that
the FIO plays as a nonvoting member of FSOC. Additionally, as
discussed in my written testimony, greater opportunity for engage-
ment with the FSB is certainly worthy of consideration.

I want to emphasize that my purpose in being here today is not
to be critical. I do not feel an obligation to—but I do feel an obliga-
tion to express my concerns over certain procedural impediments to
the FSOC and its members from working more effectively with our
State insurance commissioners, the NAIC, and the FIO, especially
on international matters.

In conclusion, I have heard Ben and others say that each of us
needs to stay in our own lane, referring to our statutory authori-
ties, and he is right, but even though the lane lines can be blurry
at times, we need to make sure that we are all on the same track,
moving in the same direction and at the right speed in order to
best serve the interests of this country. Thank you. I look forward
to answering any questions you may have.

[The prepared statement of Mr. Woodall can be found on page 52
of the appendix.]

Chairman NEUGEBAUER. Thank you, gentlemen.

We will now have questions from the Members, and each Mem-
ber will be recognized for 5 minutes for questions. I would ask the
panelists to be as succinct as they can in answering those so that
we can get through the questions. One of the things we have to re-
member—I think we are going to have votes in the next 10 or 15
minutes. It is my plan to get through as many questions as we can,
then we will go vote and come back, and we will ask the panel’s
indulgence to allow us to go do this Constitutional responsibility
that each one of these Members has.

Mr. McRaith, in your testimony, both written and oral, you used
the words “to coordinate” our efforts on an international front, and
I assume you feel that that is your—and I think it gives you au-
thority to be one of the representatives in this process. So when
you are coordinating and you are representing viewpoints, for ex-
ample, in your role as the Chair of the technical committee, what
efforts are you making to make sure you have a consensus that the
viewpoints and positions you are taking basically have the broad
support of the stakeholders in the United States?

Mr. McRAITH. Two elements to answer your question: First of
all, with respect to interested parties other than the State regu-
lators, and other than Federal agencies who have an interest, we
have extensive active outreach and engagement with all different
industry groups and consumer groups as well. With respect to Fed-
eral agencies, we speak with them on a regular basis and receive
their feedback.

With respect to the State regulators, let me remind you what you
may already know. I was the insurance commissioner in Illinois for
over 6 years. In fact, if I were still a commissioner, I would be the
president of the NAIC next year; I would be the president-elect this
year. I spent many years working before, during, and after the fi-
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nancial crisis, long days, late nights, and through the weekends
with my colleagues from other States. Fantastic people, tremen-
douT fprofessionals, many are my friends and will be for the rest of
my life.

Having said that, in terms of our actual coordination, I can give
you some examples just from recent history. Last week in Basel,
on the subcommittees, we had State regulators, FIO staff; at the
OECD meeting, State regulators right alongside FIO staff; on Mon-
day, deputy staff from the NAIC and the States on a phone call
working on the EU and the U.S. project with FIO staff; on Tues-
day, a telephone call with the Vermont commissioner.

Chairman NEUGEBAUER. Thank you. And so you are saying—let
me just summarize: you are saying that you believe you are bring-
ing everybody along.

Now, I want to go to Senator Nelson. Senator, do you feel that
there is a consensus being drawn here on these issues, and that the
insurance commissioners feel like their positions are being put
forth in these negotiations?

Mr. NELSON. Mr. Chairman, I would have to say that a number
of the commissioners believe that the cooperation is intermittent,
that at times we have had these conversations; we have had meet-
ings as late as May 17th face-to-face. We have had discussions, but
most times, it seems like the question of the position of the Treas-
ury or the FIO on a particular issue is unknown and not expressed
to us.

I asked the question in a telephone call about an issue, and Di-
rector McRaith very courteously said that he couldn’t communicate
the position, and I asked when he would be able to, and he couldn’t
tell me when he might, and this was on a joint call with a whole
host of commissioners.

So whether or not there is an effort and we get together, I think
there is a general belief and a feeling that we don’t get the kind
of information in a timely fashion consistently as we should. We be-
lieve that the Treasury has deferred and should defer to the States
on regulatory issues, and we don’t feel that there is enough com-
munication to complete that responsibility.

Chairman NEUGEBAUER. Thank you.

Now, Mr. Woodall, you and I had a good conversation the other
day, and I thank you for that. So, there is kind of an interesting
relationship here between your office and Mr. McRaith in the sense
that Mr. McRaith is sitting on a panel internationally that may
designate a number of U.S. companies, U.S. insurance companies
as G-SlIs, and you sit on the FSOC, which has just recently, I
guess, determined that—we don’t know the number, but some
number of U.S. companies, and some of those may be insurance
companies, would be SIFIs, but neither one of you—so the question
I have is if, for example, Mr. McRaith, their panel decides to put
six U.S. companies as G-SIIs, and the United States only has, say,
three U.S. companies on there, how are we going to reconcile the
difference?

Mr. WoobDALL. I operate only as a member of the council, and the
council is charged with a specific duty, as I said, as to what we are
supposed to do, and we are supposed to coordinate, and I try my
best to do that within the boundaries, without getting out of my
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lane. You are right, the two different methods may be, they are
pretty much in general concept, they are after the same thing.
They may not be identical as far as the process between the IAIS
and what the FSOC is doing, but I think there is a continuing ef-
fort to do that. The members of the Financial Stability Board (FSB)
who are now looking at this, what comes out of the IAIS are the
three Federal people I mentioned in my testimony—the Fed, the
SEC, and they are—and the Secretary of the Treasury, and right
now, for instance, Governor Tarullo chairs the key committee at
the FSB that any information that flows up through the IAIS goes
through that committee, and I have spoken with him several times,
and I have great confidence that he, as much as possible, will make
sure that these efforts are coordinated.

Chairman NEUGEBAUER. I thank the gentleman.

I apologize for going over my time. I now recognize the ranking
member, Mr. Capuano, for 5 minutes.

I think that we have changed the batting order here, and the
gentleman from Missouri, Mr. Cleaver, is recognized for 5 minutes.

Mr. CLEAVER. Thank you, Mr. Chairman.

I thank the panel, again, for being here. I want to take a retro
approach to this because I think it would help me. I was here—
most of us were here—in September 2008, when we bailed out AIG,
and of course, AIG was regulated in a weird kind of way with a
variety of regulators, so it is a little unlike what you are doing. But
was the problem with AIG that it was too-big-to-fail, or did they
have a problem and liquidity crisis when they kind of moved away
from what most insurance companies do and started trading credit
derivatives? What happened, and should we be concerned about in-
surance companies’ growth? They were in 100-plus countries, 130
countries and jurisdictions, I think they had over 100,000 employ-
ees worldwide. What went wrong, and what can you tell me about
how we can make sure that nothing like that happens again? Sen-
ator?

Mr. NELSON. First of all, I want to thank you for the introduc-
tion. I appreciate the courtesy of doing that. The NAIC is very hon-
ored to be located in your district.

I would say that only perhaps in a misunderstood way is AIG
looked at as an insurance company problem, because the insurers
under the holding company were all solvent, were financially regu-
lated by various States, and there weren’t any problems with sta-
bility and solvency with the insurance operations, but the fact that
the holding company became a thrift holding company and was
subject to other, to jurisdictional regulation at the Federal level,
which would have been, I suppose, what they call group or consoli-
dated supervision, but the insurers themselves were all solvent be-
cause they were regulated by the States. It was the holding com-
pany problem that has now, I hope, been solved at least in part be-
cause the thrift regulatory system has been disbanded and moved
into another operation. So I think that is what you would have to
say, that it was not an insurance failure in any sense.

Mr. CLEAVER. Mr. Woodall?

Mr. WoobALL. Speaking from a retro type position, too, I think
it emphasizes what he said, the fact that what triggered it was ac-
tivities going on at financial products in the United States.
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Mr. CLEAVER. Like credit derivatives?

Mr. WoobpALL. Right, right, and it shows really how there is a
need for international cooperation to make sure that something like
that is not a gap in the regulatory structure.

Mr. CLEAVER. Thank you very much.

Their board had threatened to sue. That has nothing to do with
this hearing. I am just irritated, and this is the only chance I get
to say it publicly, that the board wanted to sue us, sue Congress
for bailing them out because they said it damaged the investors. I
don’t want a comment; I just want the world to hear me say that.
I feel better now.

I am not going to have time to—I wasted my time on AIG’s
board, so I will yield back the balance of my time, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman, and now the
gentleman from Missouri, Mr. Luetkemeyer, is recognized for 5
minutes.

Mr. LUETKEMEYER. Thank you, Mr. Chairman.

Mr. McRaith, in the negotiations with regards to the ComFrame
work that you are doing, how are you defending the American
model of insurance that we have, the insurance regulatory system
that we have here?

Mr. McRAITH. It is probably worth talking about ComFrame,
very briefly.

Mr. LUETKEMEYER. Very briefly. I only have 5 minutes.

Mr. McRAITH. Very briefly. As I mentioned earlier, the TAIS is
a standards-setting organization. ComFrame will be a set of stand-
ards. ComFrame will ultimately facilitate comparability among su-
pervisors, enhance confidence and trust between supervisors, facili-
tating growth of U.S.-based insurers in other parts of the world.
That is why we support ComFrame.

In terms of defending the system, the IAIS, as a standards set-
ter, does not dictate to this country or any country how or whether
a country should restructure its existing regulatory system.

Mr. LUETKEMEYER. Okay. Through this discussion that you are
having, there is not going to be any delegation of supervisory au-
thority whatsoever over our insurance companies to another super-
visory group of any kind?

Mr. McRAITH. No. In fact, what will happen is there will be a
set of standards developed for ComFrame, and then the U.S.—

Mr. LUETKEMEYER. Okay, my problem there is when you set the
set of standards, who is going to enforce the standards?

Mr. McRAITH. It is then left to the jurisdiction. In this case, the
States or Congress will determine how to implement the standards
in a way that fits for the United States.

Mr. LUETKEMEYER. Okay, so we are going to have a set of inter-
national standards that are going to be forced on us that we will
have to take, or is this something that the insurance companies
themselves will make a determination as to whether they want to
accept?

Mr. McRAITH. By design, they are outcomes-based. ComFrame
will have standards that are outcomes-based, and the question
then for the State regulators and for Congress will be, how do we
want to achieve those outcomes? Are there outcomes we disagree
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with? If so, that is where we push back in the international con-
text.

Mr. LUETKEMEYER. It seemed that we would have a good model
here in this country on how to regulate insurance companies from
the standpoint that the States are doing a good job. If you take
that model worldwide, allow each jurisdiction to continue to oversee
it, if you want to have some common standards that is fine, but I
don’t think they need to be forced down anybody’s throats. This is
very concerning to me from the standpoint that we have a model
that is working. Let’s not break it—it wasn’t a problem in 2008. It
is not a problem today. So if we go out and do something different,
I hesitate that we should be making any sort of commitments or
tinkering with the system. I am sure Senator Nelson would prob-
ably feel the same way. Would you like to comment, sir?

Mr. NELSON. I do feel that way. What we should be seeking to
do is to find the best practices, and the best practices are on both
sides of the Atlantic, but what we need to avoid is having a bank-
centric system put in place even with standards that are—the busi-
ness model of banks and insurers, those business models are dif-
ferent, and the standards that are being primarily discussed by
ComFrame as part of solvency II, or Basel III, are bank-centric in
nature. They are capital, they are basically capital requirements
even when they say that they are not going to have a global capital
standard in ComFrame. That will be the effect of it. It will be a
bank-centric approach as opposed to finding the best practices for
insurance regulation.

Mr. LUETKEMEYER. Have you looked at the cost that would be in-
curred by the policyholders as a result? Now, you can say the cost
is going to be assessed to the company, but we all know that it goes
back to the policyholders. So what kind of costs will be incurred by
the policyholders if these models would be imposed on them?

Mr. NELSON. There is no cost—to my knowledge, there is no cost-
benefit analysis on the cost of this process.

Mr. LUETKEMEYER. Do you anticipate one being done before we
approve anything like that?

Mr. NELSON. Yes.

Mr. LUETKEMEYER. You would hope that would be the case.

Mr. McRaith, are we definitely going to do that?

Mr. NELSON. I have been—

Mr. McRAITH. In fact, the plan—I'm sorry, Senator.

Mr. NELSON. No, go ahead.

Mr. McRAITH. The plan is that ComFrame as a concept will be
finalized this year. Starting in 2014, for 4 years, there will be test-
ing with companies to determine exactly what is the cost, what is
the benefit, how do we serve the practical interests of supervisors
and companies as we move forward?

Mr. LUETKEMEYER. How do you anticipate implementing that,
Senator?

Mr. NELSON. I am as tight as three coats of paint, so what I like
to do is I like to know what something is going to cost before we
engage in testing it to find out, then what it costs us to test it to
know what it is going to cost to implement it. So I have a different
idea of that, and I think others do as well. I am worried about the
cost as well as the application of an overburdensome, overly pre-
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scriptive—you can say that it is not prescriptive, but once you set
standards, they are prescriptive.

Mr. LUETKEMEYER. Thank you very much. My time is up.

Mr. Chairman, I yield back.

Chairman NEUGEBAUER. I thank the gentleman.

And now the gentleman from California, Mr. Sherman, is recog-
nized for 5 minutes.

Mr. SHERMAN. Thank you, Mr. Chairman.

And thank you, Mr. Ranking Member, for letting me go in this
turn. The insurance industry survived the real-life stress test of
2008. Virtually all of the State-regulated insurance companies sur-
vived. AIG was perhaps the best stress test for certain of its sub-
sidiaries. That is to say, you had a management of the holding
company as dedicated to risk management as any inebriated gam-
bler in Las Vegas, and in spite of that at the very top, the indi-
vidual insurance companies all remained solvent.

Now, what those drunken gamblers did at the holding company
level is they sold credit default swaps. That is to say, if they had
gone—somebody holds a $10 billion portfolio of, say, mortgage-
backed securities backed by a bunch of subprime loans and says,
oh, gee, maybe I won’t get paid. If they had gone to an insurance
company and said, please issue me an insurance policy that my
portfolio won’t drop by more than 10 percent, there would have to
be reserves. The insurance company would be limited to the num-
ber of policies it could write because if you write one such $10 bil-
lion policy, you have to have reserves if you are going to write an-
other $10 billion policy. And certainly, we wouldn’t have insurance
sold by the unregulated parent of a bunch of insurance companies,
especially run by drunken gamblers.

But for some reason, we decided that a credit default swap
wasn’t insurance. Is there any practical difference between a con-
tract that says if your $10 billion portfolio drops and is only worth
$9 billion, we will write you a check, we will insure you against
that risk, that would be insurance, and if we go to the same holder
of a portfolio and we say, you have the right to trade your $10 bil-
lion portfolio at anytime you want for $9 billion worth of U.S. Gov-
ernment Treasuries, which of course you would do only if the value
of your $10 billion portfolio had dropped by more than 10 percent?
Why are we not making credit default swaps which are, in essence,
an insurance policy against the decline in a portfolio of securities,
subject to insurance regulation at some level?

Mr. McRaith?

Mr. McRAITH. I would distinguish CDS from other insurance
products in terms of both the size of the wager and, in many cases,
the participants. It is not a consumer per se. These are highly so-
phisticated investors—

Mr. SHERMAN. If Wal-Mart gets fire insurance on all of their
stores, they are just as big, they are just as sophisticated as some-
body with a $10 billion portfolio.

Mr. McRAITH. Right, and as you know, the Dodd-Frank Act has
looked at oversight and revision of regulation of these types of
products, as should happen. At one time—

Mr. SHERMAN. So you are saying the power of Wall Street has
prevented Congress from doing what obviously needs to be done?
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Mr. McRAITH. Actually, what happened, I remember as a com-
missioner in the midst of the crisis, there were a number of com-
missioners saying that perhaps we should regulate the CDS as an
insurance product. In fact, I think some of the State legislators
were suggesting that.

Mr. SHERMAN. Okay. I want to go on to Senator Nelson.

I wonder if you have any comment on this? Is there any economic
difference between a credit default swap in the situation I have
outlined and an insurance policy?

Mr. NELSON. I am one who believes that if you are issuing the
swaps, you ought to have adequate capital to do that for sure.
Whether you consider it an insurance product or not, there is a risk
associated with it that ought to be backed by capital, and the prob-
lem with AIG was there was no basic cap—sufficient capital to
back the obligations made. Those obligations were not incurred by
any of the insurers, to my knowledge.

Mr. SHERMAN. Yes. If it is a regulated insurance product, there
will be reserves. If it is not, then typically there aren’t reserves. If
I agree to sell a bunch of coal to a company at a particular price
10 years from now, I am not a regulated company, I may or may
not have money now or in 10 years. But those who sold credit de-
fault swaps were providing insurance. They insured against the de-
cline in the portfolio. They made mistakes. They issued an unlim-
ited number of policies, not backed by capital, and what we have
done to prevent this from happening in the future is nothing.

I yield back.

Chairman NEUGEBAUER. I thank the gentleman.

We are going to take one more questioner, the gentleman from
California, Mr. Royce, and after his questions are over, we are
going to recess. There are two votes, and I ask Members to, as soon
as votes are over, come back so we can reconvene the committee.
Mr. Royce, you are recognized for 5 minutes.

Mr. RoyCE. Thank you, Mr. Chairman. Discussions on inter-
national insurance regulation always bring us back to the lack of
uniformity in the State-based system. Even on issues most of us
agree on, such as solvency and producer licensing, product ap-
proval, NAIC model laws have proven a useful exercise, but they
have consistently failed to be adopted by all States, and even when
largely adopted, we end up with variant language among the
States. The recent individual State revisions to the solvency model
law stand as yet one more example of this. The NAIC has acknowl-
edged that certain insurance regulatory topics are appropriate for
national uniformity, and it has looked into mechanisms for doing
so such as a draft national insurance supervisory commission pro-
posal. This was an idea that may or may not have had merit, but
it never had a chance to succeed because of the manner in which
it was developed. It was drafted and discussed extensively behind
closed doors at an NAIC commissioners fly-in meeting in New Cas-
tle, New Hampshire. As with 100 percent of all NAIC commis-
sioners’ conferences, commissioners’ roundtables, executive com-
mittee retreats, officers meetings, and zone retreats, this meeting
again was closed to the public. The topic and the discussion were
confidential until the proposal was leaked. Only then did NAIC en-
gage in discussions with stakeholders, but they had started on the
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wrong foot. The headline of a trade press article was, “NAIC Uni-
formity Plan Hits Wave of Mistrust”, and State legislators ham-
mered away at the proposal, halting any public debate.

I wonder if the Senator can give his thoughts on the NAIC proc-
ess? When the NAIC membership meets in private to discuss mat-
ters of public policy, and only discusses the matter publicly after
a news leak, does this undermine credibility? These are public offi-
cials, but they are meeting as a group under the auspices of a pri-
vate corporation, the NAIC, with private travel paid for by yet an-
other group, NAIC-Newco. On this point, I would also like to sub-
mit for the record a recent article that details the travel and cost
of travel of NAIC officials.

Senator Nelson, if you have seen this article, does it raise legiti-
mate concerns about NAIC’s influence over its members when it
pays for vacation-quality travel for commissioners while at the
same time selling its services to those public officials as a private
vendor? And if you could also respond to questions about the open
meeting policy? The floor is yours. Thank you.

Mr. NELSON. Thank you, Congressman.

I think that the NAIC continues to improve the openness and the
transparency of the committee, subcommittee, working group proc-
ess. There may have been times when it was less robust than it
is today, but I think that there is a greater interest in trans-
parency than I saw 30 years ago when I held this same position,
and so I think there is more of an opportunity to have consider-
ation time and again because it goes through the process.

Typically, it starts at a working group, goes to a subcommittee,
then to the full committee, to the executive committee, and to the
plenary session. So there are numerous opportunities for any pro-
posal to have consideration, and, for example, in terms of accept-
ance by the States of uniform regulations or uniform laws, right
now the reinsurance, model reinsurance bill has been adopted by
about 12, or about 45 percent of the total market. By the end of
next year, it is anticipated that it will cover 75 percent of the rein-
surance ceded market in the United States. So it is—whether you
count the number of States or whether you look at the size of the
market that is affected, I think there is substantial compliance to
get model legislation wherever possible.

But one of the benefits of State regulation is that State regula-
tion is based on the needs of folks back home. We are talking about
international issues here today. But really what this is about is the
folks back in your district.

Mr. ROYCE. It is. But, again, I raise that question over influence
over its members while at the same time selling its services to
those public officials as a private vendor, if you could later give me
a response on that? And the bottom line is, will the policy be
changed in terms of everything is private in terms of these closed-
door meetings. Nothing is public in terms of these proposals. And
that is a concern.

Chairman NEUGEBAUER. The time of the gentleman has expired.

We will now recess the hearing, and as soon as votes are over,
we will reconvene.

[recess]
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Chairman NEUGEBAUER. The committee will come to order. I now
recognize the gentleman from California, Mr. Miller, for 5 minutes.

Mr. MILLER. Thank you, Mr. Chairman. I really enjoyed the tes-
timony. I heard there had been open and vocal disagreements in
international meetings and—in front of each other and I really en-
joyed the testimony. And I guess I recommend a marriage coun-
selor because people need to start talking.

When we had Secretary Geithner and Chairman Bernanke in
here, I asked a specific question. I said, “Do you believe that banks
should be regulated the same way insurance companies are or vice
versa, or should insurance companies have different regulations
than banks?” And they both agreed they thought that was appro-
priate. They don’t think it is appropriate to have both of them
being regulated by the same rules. And I guess I just—I under-
stand that the IAIS believes it is an obligation to adopt some global
capital standard for all insurers. So I just want to come out and
ask a direct question.

Senator Nelson, do you think bank-centric capital standards are
appropriate to apply to U.S. insurance models?

Mr. NELSON. Let me answer it this way. I have respect for both
Chairman Bernanke and Secretary Geithner. I might respectfully
disagree that they need—

Mr. MILLER. So you think they should be regulated the same?

Mr. NELSON. Differently. Did should—did they say they should
be regulated—

Mr. MILLER. They should be regulated differently.

Mr. NELSON. Yes.

Mr. MILLER. You were scaring me. Because I had really listened.

Mr. NELSON. No, no, no.

Mr. MILLER. And I thought, I am really getting old, or I need to
have my ears inspected instead of my eyes. Because I had heard
you say you thought they were completely different and you
thought applicable regulations to both would be inappropriate. And
I think it would be—we went through a huge financial crisis.

Mr. NELSON. Now that you clarified—

Mr. MiLLER. That sector was not impacted. AIG, which is a dif-
ferent issue.

Okay. Mr. McRaith, do you agree with Senator Nelson?

Mr. McRAITH. I absolutely agree that the insurance industry
should not be subject to bank capital standards.

Mr. MILLER. Mr. Chairman, I am loving these guys all of a sud-
den. Because it seems like we had all kinds of questions all day
and discussion and a lot of people out there were believing that
somebody was thinking that we should regulate them both the
same. And I know there are a lot of insurance companies out there.
Some you talk about, Senator Nelson, that had a very minor bank
holding company that just did it as a courtesy to their organization
and stuff, and they have just sold them off because they were pan-
icked that those standards were going to apply. And I am glad that
you both have—you made me feel a lot better, you really did, be-
cause I introduced legislation to stop this. Because we heard it was
starting again, the concept of doing this. And then I had heard the
problem with vocal disagreements. And I am not—I didn’t mean to
be critical. We need to talk.
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Chairman Neugebauer and I, if we disagree on something, we
will go in a room, private, and we will have a discussion. And we
will both voice—I don’t think we have ever had that kind of discus-
sion. We might have a difference of opinion on certain things. We
have never come out here publicly and gotten in a brouhaha in
front of everybody over an issue. We might ask different questions
and maybe we would both like different responses.

But that answer was extremely important to me. Because we
have—I have heard both of you make your presentations, and I ap-
preciated both of them. But then, I had heard about the vocal dis-
agreements and such. So it is niceto have it out there.

Now, if we all would sit there, Mr. Woodall, everybody agree that
we all agree, and we will fight those people who believe that one-
size-fits-all internationally. And that is good for the United States,
which I don’t agree with—I think it would be a huge mistake. I
think I—when I was at the State, I got to chair the insurance com-
mittee for a while, and I really enjoyed that. I believe in optional
Federal charters for insurance, even. I would like banks—to give
them an opportunity if they want to do that. If they want to, yes;
if they don’t want to, fine. But to have some other body deter-
mining how we should regulate our specific industries is very scary
because they don’t understand our model. If you go to the EU, it
is a different model than we have here. Ours is specific to the
United States, and I think it has worked very well.

But in recent months, I have had more meetings with people
from the insurance industry who are very, very concerned, more so
than they need to be, now that I have heard what you both believe.

So if I have Mr. McRaith and Senator Nelson, and I have Sec-
retary Geithner and Chairman Bernanke all saying that is a very
bad idea, we need to record this meeting, Mr. Chairman, and we
need to replay it. Every time somebody brings this issue up, we
need to say, no, nobody believes it is going to happen. And it is
kind of like my opening statement, because I really only asked one
question, but I would really encourage all of you to start talking
about this publicly and letting other people know that you believe
this, and you are going to make sure that you do everything pos-
sible to make sure this happens. And then, there are a lot of us
on the committee who would be much more at ease knowing that
was a sentiment, and we are all in unison here, agreeing that, for
our country, this is wrong; for our business sector and the insur-
ance industry, it is wrong, and for our economy, it would be a dis-
aster. So I am not going to ask all these other stupid questions be-
cause they don’t really apply anymore. You gave me the answers
I wanted to hear, that you both think they are different, and they
should be regulated differently and treated differently.

And based on that, I yield back my time. Thank you.

Chairman NEUGEBAUER. I thank the gentleman.

And now the gentleman from Florida, Mr. Ross, is recognized for
5 minutes.

Mr. Ross. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to ask some questions and to follow up with Mr. Miller.

I come from a State, Florida, that has been used more as a bad
example for an insurance market than anything, but a demand
that is uncompromising to some of the other jurisdictions out there.
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And yet, our regulatory environment under our insurance commis-
sioner has worked, despite some of the natural catastrophes we
have had.

Mr. Woodall, the Financial Stability Board has charged, of
course, IAIS with the responsibility of identifying the G-SIIs, or the
G-SIFIs, however you want to do that.

My concern with that is that if they find a U.S. or domestic in-
surer to be one of those G-SIIs, what due process or—at least with
the SIFI, we have due process. The nonbank financial institutions
that have been identified in the last week at least now have an ap-
peal process. Is there any such due process under the G-SIIs?

Mr. WoobpALL. Congressman, I think we discussed this a little
earlier as far as what happens if a G-SII is named by the FSB. And
the efforts that are going on to try to coordinate that. Obviously,
the systems are not identical. There are some differences. There
are some weighting factors that they use.

Mr. Ross. Couldn’t the identification of a G-SII, a domestic, a
U.S. domestic insurer taint the designation as an SIFI under our
current standard here. In other words, it would seem to me that
if you are going to have a G-SII of a domestic insurer, they would
also then almost axiomatically be a SIFI under our—our system
under Dodd-Frank.

Mr. WooDALL. Not necessarily. I think that certainly the FSOC
would take note of that because that is a very important factor.

Mr. Ross. Yes.

Mr. WooDALL. To take note of it. But they would not be bound,
because this Congress has set what we are supposed to determine
it on at FSOC. And we use the metrics and the procedures that
Congress set out for such determinations as a SIFI in this country.

Mr. Ross. Again, that is why I am glad you are on FSOC. And
I am glad you are a voting member. Now, be that as it may, I un-
derstand the IAIS is setting these standards for G-SIIs. Why aren’t
you on that? Why aren’t you a part of the designation committee
for G-SIIs?

Mr. WoobALL. Congressman, I did cover that in my written testi-
mony, because I had mentioned the fact that I did feel like that
since we have a comparable situation, when we look at—

Mr. Ross. I have confidence in you, I just want you to know that.
I would like to see you there, because I think it is a two-way street.
Not only do we have to protect our insurers, domestics that are
doing business here, but we have to protect our domestics that are
doing business there.

Mr. WooDALL. I would like to be in the room, too, when Mike
McRaith is there, because I think it is important. I would like to
help him. I don’t think that it is any sort of a conflict. I think the
more boots on the ground, the better, and I don’t think there can
be too many eyes and ears in a meeting like that to try to come
up with a right consensus plan.

Mr. Ross. I couldn’t agree more. And the lack of that—a lack of
your presence being there gives the suggestion that maybe we are
not putting forth the best effort on behalf of our domestic insurers
in dealing with international regulatory rules and reform.

Mr. McRaith, you have been the Director of the FIO since its in-
ception; is that correct?
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Mr. McRAITH. I started 2 years ago. So approximately a year
after the Dodd-Frank Act passed.

Mr. Ross. And under FIO, we have charged them responsibility
for issuing some reports. Yesterday, we received our report, at least
I had a chance to look at the executive summary. You talked about
the modernization one. There have been several that missed dead-
lines, including the market with regard to reinsurance. Reinsur-
ance is really important to my jurisdiction. It becomes a villainized
industry when we are doing ratemaking processes at the OIR in
Florida.

I know it has been 18 months since these reports should have
been issued. How are we coming along? Are we able to get a draft
report? Can we get a sense of what might be out there and when
you think these reports might finally be issued and submitted to
Congress?

Mr. McRAITH. Absolutely. First of all, I want to recognize the im-
portance of the reinsurance market to the State of Florida and,
frankly, for the entire country.

Mr. Ross. Yes.

Mr. McRAITH. The annual report is the first in line, first in the
queue, so to speak. We will be releasing our modernization report,
as I mentioned, soon.

Mr. Ross. Soon.

Mr. McRAITH. And our hope is this summer.

Mr. Ross. Good.

Mr. McRAITH. We are aware of the need to release the reinsur-
ance report. We will have a report on natural catastrophes as well,
also an issue of interest to the State of Florida.

Mr. Ross. I hope we dont have any new data for you in the next
3 months for it, either.

Mr. McRAITH. Yes. We are all hoping for that. But you should
expect to see all of those in the near term. The first one is out. We
have the process in place. And we are looking forward to providing
you with those reports.

Mr. Ross. Thank you. I yield back.

Chairman NEUGEBAUER. I now yield to the ranking member, Mr.
Capuano, for 5 minutes.

Mr. CAPUANO. Thank you, Mr. Chairman.

Director McRaith, the ComFrame, the IAS stuff, this is not going
to be mandatory in the United States; is that correct?

Mr. McRAITH. That is correct.

Mr. CAPUANO. So it is advisory with kind of a best, as they see
it—a best practices type of thing.

Mr. McRAITH. Their best practices for the United States to adopt
in a way that works for the United States.

Mr. CApUANO. Fair enough.

Senator, in your—you have been involved with the insurance in-
dustry for a long time in various capacities. And in my previous
life, I was a little bit involved in insurance as well. And I remem-
ber that there used to be—all the commissioners would get to-
gether and they would come up with model legislation that dif-
ferent States would participate in and they would adopt or not
adopt. Am I right about this? Is my memory serving me correctly?

Mr. NELSON. That was, and still is, the process.
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Mr. CAPUANO. And that is a similar thing. It is a suggestion, for
all intents and purposes, best practices as the group sees it that
each commission or each State could then make a determination
whether it would adopt or not adopt or adopt some of it or amend
it or whatever. Do I have that right?

Mr. NELSON. That is correct.

Mr. CAPUANO. So it is just like on a State-By-State level exactly
what TAIS is suggesting on a country-by-country basis. That there
is no—there is no power to enforce it. There is no requirement that
it be done. It is how they see it. The same thing in this case how
the association would see it. So, therefore, I—though I understand
fully well, and I totally agree, we should never give up our regu-
latory scheme to any other country, which, by the way, we just did
yesterday on the Floor of the House. That is a different issue. But
we shouldn’t. But we should look at different countries to see
maybe they do something that we should do, or whatever.

Mr. NELSON. Absolutely.

Mr. CAPUANO. So I think from what I see at the moment, espe-
cially as I understand the ComFrame, there is no intention of
adopting or enacting any of this until 2018, anyway. So there is a
lot of time to come up with the right answer, to react to it, to say
we like Section 1, we don’t like Section 2. And to have that open,
public, honest discussion between States, between countries, and to
make that—again, do I have my timeframe right, Mr. Director?

Mr. McRAITH. That is correct, absolutely.

Mr. CAPUANO. Which, to me, again, without drawing a conclusion
on the individual proposals, I think that seems to be the right way
to go, to have the open discussion in a debate. Some people will
agree, and some people won’t. What is best? How do you work
within an international framework? It is actually what we are
doing on every aspect of financial services across the world, trying
to figure out, is Basel II, Basel III, whatever it might be for banks
and insurance companies and anybody who does international busi-
ness, we are trying to figure out how to do all that in a coordinated
manner. So I—honestly, this whole process seems to me to be
something that is quite normal. And we are not at the point yet
where we should be pulling our hair out—not that I have much
left, but whatever is left—and worrying about it. Though, I do
think it is appropriate to raise those issues.

Yes, Senator? Go ahead. Jump in.

Mr. NELSON. If I might respond to that, the NAIC, the commis-
sioners are not opposed to developing a common frame or a
ComFrame. As a matter of fact, we are putting together a proposal
that embraces those parts of ComFrame that we think are appro-
priate, most appropriate to avoid having the prescriptive nature of
it. And, in addition, we are going to identify those areas where we
think the language in the 140-page document is difficult to under-
stand, and won’t work. But the biggest concern is that what
ComFrame seems to be doing is being based on a bank-centric ap-
proach. That is our biggest concern.

Mr. CAapuaNoO. I understand.

Mr. NELSON. Not about this little piece or that piece.

Mr. CapuaNoO. That is exactly what we went through with FSOC.
As a matter of fact, I had a lot of insurance companies coming in
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on the exact same thing relative to FSOC. I think those are fair
and reasonable concerns. And I think, as we play out over time,
you will find a lot of friends here with—maybe not the same con-
clusions, but the same concerns. And I for one am happy to listen.

Mr. Woodall, have you asked either Treasury or the Fed if you
could maybe go on staff one day a month or something and kind
of sit in the room under a different hat or something? It seems ri-
diculous that you can’t get in the room and participate in the dis-
cussion. That just doesn’t seem like the right answer to me.

Mr. WoODALL. In other words, a detail. I was a detail to this
committee for about 10 years.

Mr. CAPUANO. Yes. Why can’t we find a way again—

Mr. WoODALL. I think we can find a way. There are always dif-
ferent ways to get something done. I can be invited in the room
under the bylaws of—if someone invites me in. If I am at the meet-
ing, it is just the fact that if I am at the meeting and they say,
we are going into executive session, and I leave the room and I look
back there and there are IMF employees and employees from
Treasury, but I can’t get in the room. That is the frustrating thing.

Mr. CAPUANO. Actually, this panel is a classic example. There is
no one person or no one entity as far as I am concerned that I want
to give every ounce of power to. I want there to be an open discus-
sion. I want there to be an open debate so we can get this done
as best we can. And, therefore, again, I don’t even know what you
think on these issues. But you clearly hold an important position.
And you should at least, if nothing else, be aware of the discus-
sions, even if they don’t want to listen to you, which is fine. And
as far as I am concerned, as one Member, certainly if I can do any-
thing to help get to these details, I am more than happy to do so
for the sake of trying to get all the right players in the same rooms
at the same time so we can have these discussions sooner rather
than later. So if there is anything we can do, please—

Mr. WooODALL. It is a consensus process, just the way this com-
mittee and this Congress works on consensus, I think I agree with
you that is the way it should be done.

Mr. CApUANO. Thank you.

Thank you, Mr. Chairman. Thank you for your indulgence.

Chairman NEUGEBAUER. I thank the gentleman.

The gentleman from Virginia, Mr. Hurt, is recognized for 5 min-
utes.

Mr. HURT. Thank you, Mr. Chairman.

I thank the panelists for being here this afternoon. I want to di-
rect my first question to Mr. McRaith, and then maybe have com-
ments from the other gentlemen.

I think that, generally speaking, people believe the U.S. insur-
ance regulatory structure is a fine one, is a good one. And I guess
what I would ask is, do you agree with that in whole, Mr. McRaith,
and if you do, can you talk about how you defend that when you
are talking to your EU counterparts? How do you defend that? And
then I guess the second thing is, can you talk about the U.S. regu-
latory structure and its effectiveness in the context of competitive-
ness, the competitiveness issue that U.S. insurers face as a con-
sequence of the decisions that will be made by these bodies?
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g/h". MCcRAITH. Sir, let me try to take your three questions in
order.

The first question you asked is whether the system in the United
States is fine, from my perspective. And I think I probably share
the view of this committee, which is that the regulatory system
worked generally well through the crisis. It has served our country
generally well for decades. As with any regulatory system, it needs
to be evaluated factually, and gaps and issues need to be identified
if they exist. That is in the best interest of our country, of our econ-
omy, of the industry, and of consumers. So, that is my view of our
system.

In terms of, how do I defend that in the international fora, as
you asked, I think it is important to remember that first of all, we
can’t stomp our feet and say no and walk out of the room. The con-
versations will continue in our absence.

Our view is we have an important role. The United States is a
leading insurance jurisdiction. And we need to do the best we can
to influence the outcome of international discussions so that you,
as Members of Congress, can make decisions about whether and,
if so, how our system needs to be reformed. That is in the best in-
terests of our industry, and that, in our view by advocating our
view, working with our international counterparts and the State
regulators, we can develop a platform that supports the growth
internationally that the U.S. insurance-based industry wants to
see. We want to support that industry, and participating in the
standard-setting is one important way to do that.

Mr. HURT. Along the same lines, how do you evaluate the con-
cerns that—in any way jeopardizing our current U.S. regulatory
structure or giving up our sovereignty, if you will, as it relates to
those issues, how does that play into the competitiveness of our
companies?

Mr. McRAITH. Starting with some ineluctable realities, the insur-
ance industry in the United States, if it wants organic growth, is
mostly seeing that in the emerging markets. That puts additional
pressure and stress on having international standards that make
sense and support the growth that our companies want, and what
we want from our industry. That is exactly what we want to see
and that is why we are engaged in the international processes. We
want to support an international platform that allows for competi-
tiveness overseas.

Mr. HURT. Thank you.

Mr. Nelson, would you care to comment on that?

Mr. NELSON. Sure, Mr. Congressman. I would concur with what
Director McRaith has said.

I would add that in terms of working with our international
friends, we want to make sure that the standards that are devel-
oped are appropriate for the insurance business, not bank-centric.
A global capital standard applied to all across-the-board might
work well for banking, but it is inappropriate for insurance. So the
commissioners and the NAIC, in working with our international
counterparts, want to make certain that kind of a mistake is not
made, and we will raise our voices against that. We are not going
to stomp and walk out of the room, but we are going to raise our
voices.
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I think what I said earlier really applies. We are putting together
those pieces of ComFrame we agree with, that we think work for
insurers, and work on either side of the Atlantic, and around the
rest of the world. And we are pointing out those areas and stand-
ards that we don’t think are appropriate.

Mr. HURT. Thank you.

I believe my time has expired. Thank you all.

Chairman NEUGEBAUER. I thank the gentleman.

And now the gentleman from Ohio, Mr. Stivers, is recognized for
5 minutes.

Mr. STivERs. Thank you, Mr. Chairman.

And I would like to thank all of the witnesses for being here.

Mr. McRaith, of the eight duties that are specifically mandated
to you under Dodd-Frank, one of them we have talked a lot about
is your involvement with the IAIS. Another is consulting with in-
surance regulators on matters of national and international impor-
tance. And I guess I want to open the floor to both you and Senator
Nelson to find out how that consultation is going, whether the
NAIC feels comfortable that it is going okay, and how you feel like
that is going.

Mr. NELSON. I said earlier that I think there are intermittent
times when there is a consultation. But they are not sufficient in
terms of the amount or the nature of what Treasury’s position
might be with respect to certain issues such as market-consistent
valuation, or about other issues. So we were in a position of very
often not knowing. Now, I talked to Director McRaith about it, and
he has been very clear that in some instances, the bureaucracy of
the Treasury is like any other bureaucracy; he might not know,
and he doesn’t know when he is going to know. So this is not an
effort to try to deal with this other than straight up. We have to
have a clearer understanding of the positions of the Treasury De-
partment and the FIO, particularly as they relate to State regula-
tion. Outside of State regulation, we are not insisting to know.

Mr. McRAITH. I am not sure, Congressman, whether you were
here when I mentioned earlier in response to the chairman’s ques-
tion, after 6 years and 3 months as a State commissioner, if I had
remained a State commissioner, I would be the president of the
NAIC.

Mr. HURT. Yes.

Mr. McRAITH. And, yes, we can do things better. As you know,
we are a new office. We are learning. We want to learn. We want
to do things as well as we can to serve the interests of our country.
I think it is wrong or inaccurate to suggest that we are not working
together. And I could go through the litany of things.

Mr. HURT. That’s great. You have answered the question.

Mr. McRAITH. Yesterday—

Mr. HURT. Because of limited time, I will cut you off there. But
I would ask you to work harder to get them the information they
need. We have a State-based regulation system under McCarran-
Ferguson that predates that. It is a 150-year tradition in the
United States, and you know it. You were the Indiana or Illinois
commissioner. Please do what you can to get that interconnected-
ness inside of Treasury where you can.
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I do want to follow up on a question Mr. Ross asked earlier. He
mentioned reinsurance, but he didn’t talk about nonadmitted car-
riers that are also in that study. I just wanted to quickly mention
that they are an important part of making our markets work really
well, too. And I know that both you and Mr. Ross mentioned half
of that study, but I hope you do the whole study, including non-
admitted carriers.

Mr. McRAITH. Absolutely.

Mr. STIvERS. The next thing I wanted to talk about is to follow
up on one of the questions that you have heard a lot about, and
I don’t recall whether Basel standards have come up specifically,
but you answered Mr. Miller’'s question, both of you, about this.
But the Basel standards are really created for banks. And I hope
you will resist their imposition on our insurance industry.

So I guess I won’t ask you to comment on that. But I will urge
you to make sure that they use appropriate standards, not just
ones that were created for banks.

The next question I have is a follow up on something that Mr.
Hurt was talking a little bit about. So, the ComFrame initiative
has really become focused on technical details and standards rather
than just establishing a consensus or a set of principles. And I am
curious if—Mr. McRaith, could you address this concern, and what
you are doing to make it move more toward principles as opposed
to prescriptive standards?

Mr. McRAITH. Congressman, I became the chair of the committee
that oversees development of ComFrame in October of 2011. I can’t
attest to or vouch for the work product preceding that other than
to say very smart people from around the world worked together
to get to that point. We have heard frequently and with great em-
phasis from the industry that those provisions of ComFrame that
apply to the industry should be principles-based. When the next
version of ComFrame is released, which will probably be in late
September, early October of this year, you will see a much more
principles-based document. It will be focused on outcomes. It will
have guidance for supervisors and companies, and ideas for those
supervisors and companies on how best to achieve those outcomes.
But we are moving in that principles-based direction.

Mr. STIVERS. Great. I will yield back the balance of my time and
hope for a second round, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman. The chairman of
the Capital Markets Subcommittee, Mr. Garrett from New Jersey,
is recognized for 5 minutes.

Mr. GARRETT. Thanks. And I may not use the whole 5 minutes.

This sort of plays off, Mr. McRaith, some of the questions and an-
swers that you have given already. So what I understand from ev-
erything I am hearing here, you are moving—not you, ComFrame
is moving off from the coordinated, regulated coordination approach
to standard-setting. Okay.

But if that is done, does that mean that when we have jurisdic-
tional differences here versus there in the area of solvency, which
is one of my pet issues as previously being on—chairing the insur-
ance committee back on the State level, which I always said the
only issue that a regulator should really focus on is solvency, every-
thing else becomes secondary after that. Solvency, accounting, cap-
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ital requirements, corporate governance. They will be what? If you
said it was going to be an outcome-based system, so therefore the
standard-setting in your understanding would not be particular on
all those four or five areas that I just ran down?

Mr. McRAITH. I would answer—let me try to answer your ques-
tion as precisely as I can without getting into too much of the tech-
nical details.

Mr. GARRETT. Okay.

Mr. MCRAITH. Generally speaking, the ComFrame provisions
that apply to the companies, the risk management, corporate gov-
ernance, those will move in a much more principles-based direction.
The objective of ComFrame is to allow for the supervisors from
countries around the world. We want our companies expanding,
growing into all these emerging markets. Those supervisors want
to know, what is this company we are looking at? And how is it
capitalized? What is its financial condition?

So, ComFrame will establish a common vocabulary. But it is not
going to be a solvency assessment, per se. It will be a common
method, a simple basic formula, how do we evaluate the financial
status of the company?

Now, the best part about it is that what we will see at the end
of this year is a concept and a proposal. And it will be 4 years of
testing with the companies to get their direct feedback.

Mr. GARRETT. I appreciate you not getting too much in the
weeds. So let’s take something like the capital standards or what
have you, so they will come up with a terminology term and that
sort of thing. I get you, I think, on that.

Mr. McRAITH. Yes.

Mr. GARRETT. But what pops into my head is another analogy
where we talk in these committees on setting of standards in edu-
cation and then, of course, their—what is the expression they al-
ways use? We are going to teach to the test, then, which, basically,
you are teaching to the standards, right? So if you have these core
requirements, if you will, which would be the standards here, does
that then implicitly, if not explicitly, then, say to the company, to
the carrier, this is how your capital standards will have to be met
in order to be satisfied, in order to satisfy these standards, as op-
posed to just saying, you have a standard—and I am not alluding
to the whole banking issue.

Mr. McRAITH. Right.

Mr. GARRETT. That is a valid argument, as well.

Mr. McRAITH. In fact, I think, on the contrary, what it allows the
supervisors of these companies—and, as you know, some of the
U.S.-based companies are in 40, 50, 100 or more countries. That is
great. That is what we want. And what we want to see is those su-
pervisors be able to understand what is the financial strength of
the company. It is not setting a standard; it is allowing them to
communicate in a way that builds confidence and trust.

Mr. GARRETT. All right. Just two other questions. If the company
is designated as a global systemically important insurer by the
TAIS and the Financial Stability Board, what will the consequences
be, then, for that U.S. company group?

Mr. McRAITH. It is important to know—and I was, by the way,
pleased to hear Roy talk about this, because our situations with
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him, obviously, have informed him very well. The FSB, the IAIS
will make a recommendation to the FSB, which will make its deter-
mination. That is not self-executing. There is no legal effect of that
in the United States. Any determination at the FSB level for any
country—for any company would be referred to the domestic au-
thority, the domestic risk-analysis process. And in the United
States, that is the Financial Stability Oversight Council. No aspect
of the FSOC is going to be abrogated, altered, modified, or reduced
because of the international process.

Mr. GARRETT. We will see.

My last questions are on the FIO, they are responsible as far as
reports under Dodd-Frank. I don’t know whether someone else has
asked you this, about the fact that I guess there are, all together,
one, two, three, four, five reports. Two of them are done. There are
three of them whose timeline has come and passed, January of last
year, September 30th. Can you tell me why are they late, and
when should we anticipate them?

Mr. McRAITH. I can tell you that the reports—we released our
first annual report yesterday. We are pleased to have that out. We
look forward to feedback from you and other members of the com-
mittee on that report. It is our first effort. That is the first in our
queue. We are working to produce additional reports. You will see
our modernization report, which, as you might know, Congressman,
I think is the one of interest to many people. That will be out in
the near future.

Mr. GARRETT. That was due back in January of last year, right?

Mr. McRAITH. That is right.

Mr. GARRETT. So shouldn’t we have that?

Mr. McRAITH. We recognize that it is not on schedule. We
haven’t delivered it as punctually as we would like. But we want
to provide this committee with a meaningful, thoughtful report.
That is what you will get from us.

Mr. GARRETT. I would think—with the chairman’s permission—
that sort of information would be information that you would want
to have in hand as you are negotiating or discussing the aspect of
defending our system vis-a-vis the international system. And we
are a year-and-a-half behind there. That would be problematic, I
would think.

Mr. McRAITH. More importantly, we want you to have that infor-
mation as well.

Mr. GARRETT. Thank you.

Mr. McRAITH. Thank you.

Chairman NEUGEBAUER. I thank the gentleman.

The gentlewoman from Ohio, Mrs. Beatty, is recognized for 5
minutes.

Mrs. BEATTY. Thank you, Mr. Chairman, and Mr. Ranking Mem-
ber.

I will try to be brief, and I am going to combine two questions.
As you heard earlier, I am from the great State of Ohio. And we
have one of the Nation’s largest insurance companies in my dis-
trict. We also have the largest single campus in my district. And
in talking with some of the financial managers at the Ohio State
University, one of the questions came up about terrorist insurance,
risk insurance. And with the backstop here in the U.S. Govern-
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ment, the university is paying thousands and thousands of dollars.
And so they wanted to know—to obtain coverage for a terrorist at-
tack, without TRIA, will the cost be prohibitive? Will it be impos-
sible to get the insurance? Or do you think they will have to go
through surplus lines outside of the United States? Briefly, please?

Mr. McRAITH. Briefly, as you know, TRIA, as a program, is set
to expire at the end of 2014. These are exactly the issues that we
will be studying, considering, and evaluating over the next 18
months. And we look forward to hearing the views of your constitu-
ents, the industry, and others, of course, regulators, as we make
that evaluation.

Mrs. BEATTY. Okay. Thank you. The second question is, as we
look at insurance companies who own banks and then insurance
companies, as someone earlier said, that are designated as system-
ically important financial institutions, if each of these companies
are wholly domestic, will they be subject to an international agree-
ment on capital rules?

Mr. McRAITH. Congresswoman, if I understand the question, it
is whether a bank or savings and loan holding company in the
United States would be subject to international capital rules. I
think those determinations are made by the lead supervisor of the
bank holding company or savings and loan holding company. And
in our case, that would be the Federal Reserve.

Mrs. BEATTY. Okay. Thank you. I yield back.

Chairman NEUGEBAUER. I thank the gentlewoman.

Mr. McRaith, in your discussions with European officials, does
the Treasury have any specific concerns with the proposed Solvency
IT standards for insurance companies operating in Europe and their
potential impact on the U.S. insurers?

Mr. McRAITH. We have—first of all, Solvency II is not a final
document. So the exact terms and provisions of Solvency II are un-
clear at this point. We have certainly heard from industry, both in
the EU and the U.S., about Solvency II’s impact. Our primary con-
cern was the threat of a unilateral equivalence assessment of U.S.
regulation by the EU. And our work with the State regulators and
our EU counterparts that has been a constructive, good faith effort
now for 18 months, has removed that equivalence threat from the
supervisory relationship, and we have worked to improve, as I
mentioned earlier, our understanding, our analysis of both systems.

Chairman NEUGEBAUER. Would you support then—is it your po-
sition that the United States should adopt Solvency II standards?

Mr. McRAITH. Absolutely not. I think we have a system here; you
are well-versed in it. Our system works for the United States.
Whether it should be changed or not is in the purview of this body.
Solvency II is a system that can work well for the EU. It has some
very good ideas. And very smart people have developed that ap-
proach. It has, in fact, been adopted in part in Mexico, China,
South Africa, and other countries around the world. We shouldn’t
turn our back on it. And we wish our best to our EU counterparts.
But as a system, it is not one that would work for the United
States.

Chairman NEUGEBAUER. My next question is about something
that was I think in the New York Times yesterday about captive
insurance companies. I think it was a New York attorney general
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who mentioned that there should be some additional investigation
of that—I guess since we have State regulations, you are involved
in monitoring what is going on, do we feel that the States have a
handle on captive insurance companies? And I will start with Mr.
McRaith and go across the panel.

Mr. McRAITH. Yesterday’s action by the New York Department
of Financial Services, which includes their insurance regulators, il-
lustrates, I think, that this is an issue of importance. It is an issue
in which the States are engaged, and there are opinions on both
ends of the spectrum on this issue.

My understanding from the regulators, and we are monitoring
the activity, is that they are working on an appropriate and profes-
sional way to bring some uniformity, some resolution to this issue.
And I think as well that the industry is very professionally en-
gaged, working to bring some closure on this issue.

Chairman NEUGEBAUER. Senator Nelson?

Mr. NELSON. I would agree with Director McRaith on that as-
sessment of what the NAIC is doing. One of the efforts that is
under way is to develop principles-based reserving so that the re-
serves, the assets being held to protect against the liabilities are
matched sufficiently and appropriately. If that occurs, I think you
probably will see less use of any captive, and even in the use of
a captive, there is a question of whether or not risk has been trans-
ferred. So this is an area that is being closely scrutinized. I think
there will be a way to harmonize it between the various different
points of view. But principles-based reserving will be one of the
most important points. Because one of the reasons that you have
the captive situation is that there is a belief among some within
the industry that the reserving requirements, which are based on
a formula, create redundant reserves, over-reserving, unnecessarily
over-reserving, not seeking to under-reserve necessarily, but over-
reserving. Those are the arguments that are being made. Let’s get
this reserving system right, and then I think some of these mecha-
nisms will be unnecessary.

Chairman NEUGEBAUER. And so should policyholders—is your
message to them today, “We have it covered?”

Mr. NELSON. We want the policyholders to know that when a
promise is made to them, the promise will be kept. It matters to
your folks back home. It matters to the people all over the United
States. We want to make sure that things are done right. And
matching reserving requirements to actual needs and capital sup-
port is critical to regulation of insurance solvency. And you can be
sure that the commissioners are working hard to resolve this.

Chairman NEUGEBAUER. Mr. Woodall?

Mr. WoobpALL. I would say in my capacity as a member of FSOC,
and trying to keep my insurance expertise up to date, this has been
an issue that I have been looking at. I have met with companies
that use captives for their reserves. I have met with companies
that oppose that. I had a consultation with Superintendent Lawsky
on this issue. And I think that if the council, FSOC, decides to
make some sort of recommendation, it will. In the meantime, I
think it is with the regulators, where it should be. If they could
come up with something—it is very typical that when you get the
industry divided on an issue, it is pretty hard to come to a con-
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(siensus. But I think this is a very good faith effort under way to
0 S0.

Chairman NEUGEBAUER. Thank you.

I recognize the gentlewoman from Ohio again, Mrs. Beatty.

Mrs. BEATTY. Thank you, Mr. Chairman, and Mr. Ranking Mem-
ber.

I think I had a part two of that question. And I kind of left it
in the air, so let me take a stab at it again and ask, even if those
companies are wholly domestic, they will be subject to the inter-
national agreement on the rules. But when we look at Basel III,
which is a banking regime, and the Federal Reserve has stated
under Dodd-Frank, it must be subject to federally-supervised insur-
ance c?ompanies to this banking regime, do you feel that is appro-
priate?

Mr. NELSON. Congresswoman, the way I would respond to that
is that we already have developed what we call supervisory colleges
that do the examination and the oversight of globally active insur-
ance operations. And that consists of not only the home State su-
pervisor, the domestic State supervisor, but other affected States,
as well as international regulators, included within that super-
visory college working together with the collaborating, commu-
nicating, cooperating and jointly and group supervision already—
already be engaged in that supervision, even when a company is
not designated as an SIFI or a G-SII company.

So I think you are going to see a lot of cooperation. It is already
in place. I don’t remember, but there are more than 15 of these col-
lege supervisory groups that have met, are meeting and continue
to work together, cooperatively, across borders, across trans-
atlantic, wherever the regulator of a jurisdiction needs to be in-
volved, can be involved.

Mrs. BEATTY. Thank you. I yield back.

Chairman NEUGEBAUER. I thank the gentlewoman.

The gentleman from California, Mr. Royce, is recognized for 5
minutes.

Mr. RoyCE. Thank you, Mr. Chairman.

Director McRaith, you reference in yesterday’s FIO annual re-
port, State-level reinsurance collateral requirements have been a
thorny issue between the United States and Europe for several
years. You have observed that. We have observed that. But the
conference report on Dodd-Frank noted that Treasury and USTR’s
authority to negotiate covered agreements going forward will as-
sure uniform national application of prudential measures, such as
reinsurance collateral requirements. That quote is from the legisla-
tion.

As covered agreements are intended to be the mechanism to re-
solve this issue, can you tell me the status of FIO’s efforts to seek
such an agreement?

Mr. McRAITH. Congressman, there are a couple of considerations.
First of all, we are, as mentioned earlier, in close contact with the
State regulators in the EU through our project, our dialogue, and
project. And we have identified reinsurance collateral as an impor-
tant question to be resolved between the two jurisdictions.

We have monitored very closely the work of the NAIC and the
States on this issue.
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We are aware of the law in Dodd-Frank, Title V, what its author-
ity is. And we are evaluating the facts, and we are evaluating
whether those facts justify the pursuit of a covered agreement.

Mr. RoyceE. We will, going forward, have EU/U.S. trade talks on
this subject of a trade agreement. Could that be used to institu-
tionalize, maybe, this discussion with Europe? I just bring it up as
a thought. You don’t have to give me a response on it. But concep-
tually, it might be a way to drive this issue for a while and get it
resolved. If we have a seat at that table, and it is raised to that
level, we might be able to get this behind us, but I want to thank
all three of the witnesses for their testimony here today, Mr. Chair-
man.

Mr. McRAITH. Thank you, Congressman.

Mr. RoycE. Thank you.

Chairman NEUGEBAUER. I thank the gentleman.

And now the gentleman from Ohio, Mr. Stivers, is recognized for
5 minutes.

Mr. STivERS. Thank you, Mr. Chairman, for this second round of
questions.

My first question is for Mr. McRaith. We talked a little bit about
how you think the ComFrame is going to hopefully transform back
to a more principles-based approach. In the current 138-page pro-
posal, it details a description of how assets and liabilities should
be calculated that don’t currently match the U.S. system. And I am
just curious whether you are working to fix that, and what the sta-
tus of that piece of it is, if you can say.

Mr. McRAITH. Sir, and again, I don’t want to get into too much
of the technical detail. But to answer your question as well as I can
in a meaningful way, the most recent draft of ComFrame is July
of 2012. There have been various proposals, additions, edits, and
changes that have been part of a circulating draft. The next formal
draft of ComFrame will be released in late September or early Oc-
tober. Now, are there issues in terms of a quantitative assessment,
a quantitative element of ComFrame that raise questions about the
intersection of the U.S. approach versus other approaches? Abso-
lutely. And that is the conversation that we are having at the IAIS.

Mr. STIVERS. And the point there is if we can’t figure out how
to calculate our assets and liabilities similarly, it is going to be
really complicated as we try to figure out how to regulate folks.

Mr. McRAITH. I completely agree with you. It is an incredible
challenge. What we do know, though, is that insurance groups op-
erating internationally do this all the time. And we also know that
the credit rating agencies that evaluate the capital or financial po-
sition of those same groups do it all the time.

Mr. STIVERS. And here is my bigger question and concern under
ComFrame. Because it imposes a new additional layer of regula-
tion, especially on large U.S. companies competing in foreign mar-
kets against more domestic players that in some cases would not
be subject to ComFrame. What are you doing to prevent the cre-
ation of an unlevel playing field or a competitive disadvantage for
our U.S. insurers?

Mr. McRAITH. So, first, let me say and repeat that our priority
is to establish a level playing field to support.
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Mr. STIVERS. You said that earlier about international. I just
want to know what you are doing to make sure that happens.

Mr. McRAITH. Leading the discussion, participating actively, en-
gaging in the important and difficult questions will allow us to
shape the outcome of ComFrame. It is important to know—the
premise of your question—I am sorry.

Mr. STIVERS. Do you think we are put at a competitive disadvan-
tage by the structure? Maybe several of our State insurance com-
missioners from States that are as big as countries in Europe
should be at the table.

Mr. McRAITH. And they are. The NAIC—

Mr. STIVERS. They are there through Mr. Nelson. But how many
votes does our NAIC get?

Mr. McRAITH. There are five votes at the Executive Committee
for North America. And three of those are for the United States.
One is for—

Mr. STIVERS. So take out Canada and Mexico for—

Mr. McRAITH. Three for the United States.

Mr. STIVERS. I am elected to the United States Congress.

Mr. McRAITH. There are three for the United States. One is the
Federal Insurance Office; the other two are the States.

Mr. STIVERS. Those are votes from North America. How many
from Europe?

Mr. McRAITH. I don’t know. I know that there is regional bal-
ance. And I don’t know the exact number, but I would be happy
to let you know.

Mr. STIVERS. I guess the point is, maybe the structure is some-
thing that we should take a serious look at. And I don’t want to
walk away, but I just want to make sure that our regulatory struc-
ture is not at a competitive disadvantage just because of the struc-
ture of this international organization that makes our big insur-
ance companies have to be at a competitive disadvantage when
they try to do business in Europe or in Asia or anywhere in the
world.

Mr. McRAITH. I absolutely appreciate that concern.

I would say that is one advantage of having the Federal Insur-
ance Office as Chair of the committee that is developing
ComFrame. And all the more reason for us to collaborate, and co-
ordinate with the State regulators.

Mr. STIVERS. And I do appreciate that you are doing that. We
have about 30 seconds left. Is there anything that you want to talk
about in that time? Mr. Nelson or Mr. Woodall? Senator Nelson,
I'm sorry.

Mr. NELSON. I think, Congressman, you have hit on one of the
most important parts of the concerns about ComFrame, about get-
ting it right for the State-based system in the United States.

And when you look to the number of votes, there is a concern
that we could be voted down and the ComFrame could go through.
It is supposed to be a collaborative process. And in some respects,
maybe it is. But I can tell you that many of the commissioners who
participate at the ComFrame level question whether or not our po-
sitions in our requirements are being heard, or are being heard but
not being listened to.
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Mr. STIVERS. I guess I would just propose a quick—and I know
I am out of time—alternative. Maybe we should look at the total
asset size of our industries compared to other folks and have a pro-
portion of voting share that way.

I yield back, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman. I ask unani-
mous consent that the testimony from NAMIC, a letter from ACLI,
and a letter from FSR be made a part of this record. Without objec-
tion, it is so ordered.

I will close by saying I think this has been a good hearing. I ap-
preciate the Members’ questions. I appreciate the witnesses’ candid
answers. I think what I would say to you, to this panel, is there
is a lot of expertise here at the table today on this issue.

This is an important issue to our country. Our American insur-
ance industry is one of the crown jewels of our country. And we
have a bunch of really fine companies here that create a lot of jobs.
And they create a lot of GDP for our Nation. So if there are ways
that the three of you can figure out how to work better together,
I think that is important.

If T can figure out a way to get Mr. Woodall more engaged in
those activities, he obviously brings some things to the table, and
he brings a perspective from a table that neither one of you sit at,
as well. So I think the collaboration is an important part of the
process, and particularly one—such an important one is making
sure that we have a level playing field and we also, more impor-
tantly, in the end, making sure that these promises that these enti-
ties have made to their customers they will be able to keep.

The Chair notes that some Members may have additional ques-
tions for this panel, which they may wish to submit in writing.
Without objection, the hearing record will remain open for 5 legis-
lative days for Members to submit written questions to these wit-
nesses and to place their responses in the record. Also, without ob-
jection, Members will have 5 legislative days to submit extraneous
materials to the Chair for inclusion in the record.

So, with that, this hearing is adjourned.

[Whereupon, at 3:28 p.m., the hearing was adjourned.]
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Written Statement of Randy Neugebauer
Subcommittee on Housing and Insurance
“The Impact of International Regulatory Standards on the Competitiveness of U.S.
Insurers”
June 13, 2013

Thank you all for attending this important hearing examining a range of
international regulatory standards being proposed by the G-20, the Financial
Stability Board and the International Association of Insurance Supervisors. This
will be the first of many hearings examining the international competitiveness of

the U.S. insurance industry.

Through this hearing our members hope to get a better understanding of how our
insurance supervisors are balancing the need to coordinate regulatory efforts
overseas with their duty to make certain that U.S. insurers can effectively compete

in a global marketplace.

In particular, I am looking to accomplish three things with this hearing: first, I
would like to get a better understanding of the strategic objectives being pursued
by our insurance supervisors overseas and how the National Association of
Insurance Commissioners and the Federal Insurance Office are working together to
achieve these shared goals. Second, I would like to receive assurances from our
witnesses that the agenda being advocated for is a net positive for domestic
policyholders and insurers. And lastly, I would like to raise awareness of certain
IAIS proposals that, as currently drafted, would needlessly undermine our system

of state-based insurance regulation.
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Overall, this Committee does see the benefit of better international coordination in
terms of preventing regulatory gaps and promoting efficiency; however I am
concerned that the TAIS appears to be moving away from a regulatory coordination
approach to one of international standard setting. Such a shift would be an
unwelcome development; especially given the unique nature of our insurance
regulatory model, which is policyholder-centric and quite dissimilar from the

consolidated, bank-like model favored by the TAIS.

In that regard, I would like to hear what strategy, if any, is being pursued to protect
the U.S. system of state-based insurance regulation. In particular, I would like to
hear how the NAIC and FIO are working together to prevent the importation of
European-centric regulatory standards that could increase costs to our domestic

policyholders and limit the ability of our domestic insurers to compete globally.

In particular, T would like to examine the TAIS’s recent common framework, or
ComFrame, proposal. The current ComFrame draft would create a one-size-fits-all
regulatory regime for global insurers, including group-wide capital assessments
and prescriptive prudential standards. Given the unique nature of our insurance
regulatory model, this proposal has the potential to disproportionately impact U.S.
insurers and U.S. policyholders. I would like to hear how our witnesses view the

ComFrame proposal and how they believe it would affect our insurance markets.
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And finally, I am interested in examining the IAIS’s process for recommending
global systemically important insurers, or G-SlIs. I am concerned that the IAIS’s
selection methodology lacks transparency, and a reasonable appeals process for
U.S. insurers that may disagree with IAIS’s determination and wish to challenge it.
T would like to hear how our witnesses plan to harmonize our efforts to designate
SIFIs here at home with other efforts overseas. And given the impact that the IAIS
decisions could have on U.S. insurers, I would like to hear what our insurance

supervisors are doing to ensure due process for U.S. firms.

I thank our witnesses for participating today and I look forward to a productive

hearing.

#it#
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Congressman Scott Garrett
House Committee on Financial Services
“The Impact of International Regulatory Standards on the Competitiveness of U.S. Insurers”
Opening Statement
June 13, 2013

First, I would like to begin by thanking Chairman Neugebauer for holding this hearing on
the impact of international regulatory standards and the global competitiveness of U.S.-based
insurance companies. [ would also like to thank the witnesses, Senator Nelson, Mr. McRaith,
and Mr. Woodall, for appearing here today.

July 21% will mark the 3-year anniversary of Dodd-Frank. As debate has continued over
the past three years surrounding the implementation of Dodd-Frank, it is clear that Dodd-Frank’s
regulatory monolith has had a destabilizing effect on our financial system.

If the disruptive and destructive effects of Dodd Frank were not enough, U.S. insurers
now face international regulatory efforts to impose bank-like regulation on U.S.-based insurers.
Clearly, these actions would disadvantage U.S. policyholders and U.S. insurers competing
overseas. Insurance companies maintain very different capital structures from banks, and as
such, should not be treated in the same manner when it comes to assessing capital requirements.

Unfortunately, international insurance supervisory efforts are moving away from a
coordinated approach and toward a top-down prescriptive standard. This wholesale change
represents a net negative for U.S. policyholders and insurers, especially given that the U.S.
approach has worked historically.

Concerns remain that U.S. insurance companies with European subsidiaries may be
subject to stricter regulation than their EU-based competitors should EU regulators deem U.S.
state-based regulation as not equivalent to the European model. The potential for an
international regulatory tsunami would do little to strengthen the global financial system.
Instead, we will see an uneven global playing field for U.S. insurers. This is not acceptable.

It is my hope that this hearing will provide this committee with a better understanding of
the global regulatory risks that face U.S.-based insurance companies operating in Europe, and
ways to ensure that U.S. companies remain competitive with their European counterparts.
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Testimony of Michael McRaith
Director of the Federal Insurance Office, U.S. Department of the Treasury
Hearing entitled “The Impact of International Regulatory Standards
on the Competitiveness of the U.S. Insurers”

House Financial Services Subcommittee on Housing and Insurance
June 13, 2013

Chairman Neugebauer, Ranking Member Capuano, Members of the Subcommittee, thank you
for inviting me to testify today on projects at the International Association of Insurance
Supervisors (IAIS) regarding systemic risk and group supervision as well as collaboration
between the EU and U.S. on insurance regulatory matters.

My name is Michael McRaith, and I am the Director of the Federal Insurance Office (F10) in the
U.S. Department of the Treasury.

The Federal Insurance Office has the statutory authority to coordinate Federal efforts and
develop Federal policy on prudential aspects of international insurance matters, including
representing the United States, as appropriate, in the IAIS. FIO does not conduct day-to-day
oversight of the business of insurance. Rather, FIO has the responsibility to monitor all aspects
of the insurance industry, including identifying issues or gaps in the regulation of insurers that
could contribute to a systemic crisis in the insurance industry or the United States financial
system.

In discharging its statutory responsibilities, FIO has been engaged with the Financial Stability
Oversight Council (Council) on the Council’s activities, and has been advising the Secretary on
insurance matters of national importance. FIO also will shortly publish its first annual report on
the state of the U.S. insurance industry. The annual report reviews the financial performance of
the industry and significant regulatory developments. The report also identifies important trends
in the insurance industry that merit continued scrutiny. FIO expects to produce a number of
additional reports this year, including the report on how to modernize and improve the system of
insurance regulation in the United States and, separately, on the breadth, scope and role of the
global reinsurance market. Finally, per its statutory mission, F1O has been active representing
the United States in international forums on prudential aspects of international insurance matters.

I would like to take a moment to emphasize what [ have stated many times in that past, namely,
that we recognize the role of state insurance regulators in the day-to-day oversight of the U.S.
insurance sector, and value the work of insurance regulators in each of the 56 independent
jurisdictions that are members of the National Association of Insurance Commissioners
(NAIC). During more than six years as the Director of the Illinois Department of Insurance,
many challenging issues and long days provided me the opportunity to work with dedicated
regulators who serve in state insurance departments around the United States. Commissioners
balance many demands within each state, confronting challenges ranging from workers’
compensation markets to natural catastrophes. Just as I did, state commissioners work closely
with state legislators and governors. All of this, of course, is in addition to collaborative work



41

Embargoed for delivery

accomplished through the NAIC. We at F10 remain committed to working with the state
regulators.

With respect to the international matters that give rise to today's hearing, our involvement begins
with the law that established FIO and our activity has been shaped by the circumstances, events,
and demands of the last two years. My testimony today will focus on our work at the TAIS
involving the designation of global systemically important insurers, or G-SlIs, and the
development of the Common Framework for the Supervision of Internationally Active Insurance
Groups, also known as ComFrame. 1 will also address the EU-U.S. Dialogue Project, which is a
collaborative project begun in January 2012.

IAIS — Global Systemically Important Insurers

As you are aware, the IAIS is an international insurance organization formed to promote
effective and globally consistent supervision of the insurance industry, to maintain fair, safe and
stable insurance markets, and to contribute to global financial stability. The IAIS has members
from nearly 140 countries representing approximately 97% of global insurance premium volume,
and is the international standard setting body for the insurance sector. Thus, the IAIS has
similarities to the Basel Committee on Banking Supervision, which deals with banking issues,
and to the International Organization of Securities Commissions, which addresses securities
matters.

The 1AIS is not a supervisor, and does not have any legal authority to direct or affect the
structure or manner through which any jurisdiction regulates its insurance sector. Rather, the
IAIS establishes standards with which jurisdictions may then elect to comply. Therefore,
whether and, if so, when and how to modify an existing regulatory structure are issues left to the
discretion of the proper authorities of the IAIS member to decide.

The 1AIS decision-making process is consensus driven. Through consensus, the IAIS develops
insurance core principles (ICPs) which, as the title implies, provide broad direction and
framework for country supervisory regimes. Though it is consensus-driven, the IAIS process
does not allow one member to forestall a collective process or decision. For example, if a
jurisdiction opts not to engage in a certain discussion, the other members will nevertheless
continue to develop applicable standards.

The International Monetary Fund’s Financial Sector Assessment Program (FSAP) is a
comprehensive and in depth assessment of a country’s financial sector. For countries in which
the FSAP evaluates the insurance sector, the IMF examines compliance with the ICPs. The
FSAP process results in a written report describing whether the country complies with the

ICPs. For those areas of non-compliance or unsatisfactory performance, the jurisdiction is
encouraged to make changes within a generally prescribed time frame (e.g. near term or medium
term). A central objective of the FSAP is to rate the quality of bank, insurance, and financial
market supervision against accepted international standards; and evaluate the ability of
supervisors, policymakers, and financial safety nets to respond effectively in case of systemic
stress.
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Heightened emphasis on international standard-setting activity is important for two

reasons. First, the financial crisis illustrated that, globally, our financial regulatory oversight
regime should be more robust and comprehensive in scope, and that jurisdictions should share a
commitment to global standards. These commitments are reflected in the pronouncements of the
G-20 and in the work of international bodies, including the Basel Committee, IOSCO, 1AIS, and
others. Second, specific to insurance itself, international developments in insurance supervision
are driven by the changing international insurance market. Although the United States and the
combined nations of the EU constitute the largest market participants in terms of global premium
volume, opportunities for the insurance industry to achieve significant organic growth are more
promising in developing economies. The populations of the developed economies in the United
States and the EU are retiring at unprecedented levels, and insurers operating in these

markets compete aggressively for marginal market share growth. Conversely, developing
economies have rapidly growing middle and upper classes with potentially significant demand
for insurance. This shift has dramatically increased the percentage of revenue that an
internationally active U.S. or EU insurer derives from outside its home country, and that increase
is expected to continue.

In 2010, the Financial Stability Board (FSB) directed the JAIS to develop a methodology to
identify G-SlIs, recommend which of those firms should be designated for enhanced supervision,
and define the enhanced prudential measures to be applied to a designated G-SII.  The 1AIS's
Financial Stability Committee, in which FIO has participated since July 2011, has sought to
respond to the FSB directive by engaging in a process that essentially has involved three

phases: data collection, application of data to the methodology, and supervisory judgment and
validation. The IAIS collected non-public data from approximately 50 firms, 14 of which are
U.S. based. The IAIS has been applying the methodology by using this data to evaluate the
firms. The [AIS methodology will result in a relative scoring of one firm against all the other
firms from which data was received. Each firm that then has become subject to the supervisory
judgment and validation phase—that is, a firm that is under consideration for possible
designation as a result of the application of the methodology—has had an opportunity to engage
directly with the IAIS Financial Stability Committee regarding that firm’s unique circumstances,
including to explain whether they believe that firm should be designated.

I would like to pause briefly on the methodology. The IAIS has worked diligently to improve
and refine the methodology so that risks presented by firms are properly assessed and so that the
results are accurate. The issues are complex. For instance, the IAIS has to be thoughtful about
whether it is overstating the risk presented by firms that have portfolios of variable annuities.
Some firms offer variable annuity products similar to traditional insurance while others offer
variable annuities with features that are more like a security or bank product. The [AIS is
committed to sorting through these difficult data and complex definitional (i.e. how does the risk
of one variable annuity product compare to another) issues.

The FSB, of course, is not a regulator and does not have authority to impose any enhanced
measures on a G-SII. Rather, a G-S11 designated by the FSB would then be delegated to the
national authority for consideration. At present, consistent with the FSB Chair’s letter to the G-
20 Finance Ministers and Central Bank Governors in February 2013, the IAIS expects to
complete the G-SII methodology, results of the methodology and proposed policy measures
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before the end of this month. Once the IAIS meets this deadline, the FSB will then determine
how and when to proceed with designation of G-SHs and further work for the IAIS on this
issue.

IAIS — ComFrame

The Common Framework for the Supervision of Internationally Active Insurance Groups, or
ComFrame, is a workstream at the IAIS compelled by the changing international insurance
marketplace in which firms are increasingly global. U.S.-based insurance firms, in particular, are
pushing into new markets in new ways and to greater degrees every year. I serve as Chair of the
IAIS Technical Committee which oversees the development of ComFrame.

The objective of ComFrame is to improve the comparability and commonality of supervisory
approaches so that regulators from jurisdictions around the world have an improved
understanding of an internationally active insurance group (IAIG) and increased trust and
confidence in one another. As with other IAIS standards, ComFrame will be incorporated into
local regulatory approaches in the form appropriate for each jurisdiction.

ComFrame will have both qualitative and quantitative components. At an JAIS hearing in Basel
in March 2013, officers of several IAIGs expressed support for ComFrame but expressed support
for a less-prescriptive approach to matters such as economic capital modeling. A revised draft of
ComFrame will be released later in 2013, likely in conjunction with the JAIS Annual Meeting in
October, and will indicate significantly greater emphasis on appropriate principles for the
industry-specific features.

For the quantitative aspects of ComFrame, the objective is modest: establishing a common,
basic process by which to assess the capital strength of an IAIG. The challenges to this objective
are significant, in no small part due to the varied accounting and insurance asset and liability
valuation approaches from the Americas to Europe to Asia. Nevertheless, an industry-funded
center for the study of insurance risk and economics surveyed its members, and reports nearly all
of the surveyed members reconcile these differences and assesses their own group capital
position. In addition, the credit rating agencies evaluate the capital position of an insurance
group. Through the TAIS, the international supervisory community is committed to working
closely with leading industry participants so that ComFrame reflects these practical and business
realities and delivers meaningful value to supervisors and to industry. For this reason, testing
ComPFrame in the field, receiving direct feedback from leading industry participants, will
significantly influence these important quantitative aspects of ComFrame.

Separate from ComFrame, the [AIS has established a capital framework in ICP 17 (“Capital
Adequacy™). And, the IAIS should respond to the demands and expectations of the supervisors
of developing markets, in particular, by developing a capital standard for those countries to
incorporate into a regulatory regime. For countries with embryonic or evolving insurance
regulatory systems, consistency in capital oversight could serve as a linchpin for efficient
regulation harmonized with other host jurisdictions (countries in which an insurance firm
participates in the market, but is not domiciled or based).
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EU-U.S. Insurance Dialogue Project

Finally, the EU-U.S. Insurance Dialogue Project (Project), first hosted at Treasury in January
2012, has provided a new template for interaction between important financial services
regulatory regimes. At the outset, | commend the state regulators, led by Commissioner Kevin
McCarty of Florida and the NAIC's Therese Vaughn, for their roles in this project. The Steering
Committee for this project includes a representative of the European Commission, the European
Insurance and Occupational Pension Authority (EIOPA), the Bank of England, the state
regulators, the NAIC, and FIO.

The work of the Project has been enormously positive and constructive on many levels. In 2012,
through a work plan negotiated by the participants, teams of insurance regulatory experts from
the EU and the United States compared the alternative approaches to insurance oversight across
the jurisdictions. This stock-taking and gap analysis culminated in a report published in
September 2012, which then led, in December 2012, to negotiation and agreement on a set of
high level objectives to be pursued over the next five years. These objectives are:

1) Promote the free flow of information between EU and U.S. supervisors under conditions
of professional secrecy by removing the barriers to the exchanges of information.

2) Establish a robust regime for group supervision, under which there is:

a) aclear designation of tasks, responsibilities and authority amongst supervisors,
including a single group/lead supervisor;

b) aholistic approach to determining the solvency and financial condition of the group
that is consistent with the way companies manage their business, that avoids double
counting of regulatory capital and that monitors risk concentrations, considers all
entities belonging to the group and is complementary to solo/legal entity
supervision;

¢) greater cooperation and coordination amongst supervisory authorities within
colleges; and

d) efficient enforcement measures at the group and/or solo level that allow for
effective supervision of groups.

3) Further develop an approach to valuation which more accurately reflects the risk profile
of companies, is sufficiently sensitive to changes in that risk profile and which has
capital requirements that are fully risk-based, based on a clear and transparent
calibration and that cover similar categories and subcategories of risks to which
companies are exposed.

4) Work to achieve a consistent approach within each jurisdiction and examine the further
reduction and possible removal of collateral requirements in both jurisdictions in order
to ensure a risk-based determination for all reinsurers in relation to credit for
reinsurance.

5) Pursue greater coordination in relation to the monitoring of the solvency and financial
condition of solo entities and groups through the analysis of supervisory reporting. The
exchange of information is facilitated by the joint exchange of best practices for analysis
and an evolution towards a greater consistency of reporting.
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6) Ensure the consistent application of prudential requirements and commitment to
supervisory best practices through different peer review processes that ensure an
independent view of the jurisdiction being examined.

7) Ensure consistency and effectiveness in the supervision of solo entities and groups.

In 2009, the EU adopted Solvency 11, a framework for unified oversight of the EU’s insurance
sector. Solvency Il is a well-constructed and thoughtful approach to insurance regulation that,
once refined, should work well for the EU. Even though Solvency 11 has not yet been
implemented in the EU, many of its provisions have been adopted in other jurisdictions. For
example, the World Bank has entered into a partnership with EIOPA to aid with the development
of insurance regulatory approaches for developing economies. At the same time, the United
States has primarily a state-based, solo entity approach to insurance oversight reflective of
historical practices and structures. While the differences between the two approaches are now
better known and understood, both jurisdictions should work toward a degree of compatibility.

The EU and United States are the two largest insurance jurisdictions both in terms of premium
volume and in terms of internationally active firms. The importance of the insurance industry in
both jurisdictions warrants supervisory regimes that are converged and harmonized, where
appropriate, and clarity on those areas where convergence is not practical or possible. The
improved regulatory compatibility between the EU and the United States will establish processes
and supervisory approaches that can influence the insurance sector throughout the world,
including at the IAIS.

The U.S. insurance sector is diverse and that diversity is reflected in the views of its
participants. F1O's priority, however, will always be the best interests of the U.S.-based
insurance consumers and industry, and jobs and prosperity for the American people. FIO is and
will remain open to all views and all stakeholders in order to advance the ideas that best serve
our nation and the American people.

Thank you, Chairman Neugebauer, for the invitation to discuss these important insurance
matters. look forward to answering your questions.
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Introduction

Chairman Neugebauer, Ranking Member Capuano, and members of the Subcommittee, thank
you for the opportunity to testify today on behalf of the National Association of Insurance
Commissioners (NAIC).

My name is Ben Nelson, and I serve as the Chiefl Executive Officer of the NAIC. The NAIC is
the United States standard-setting and regulatory support organization created and governed by
the chief insurance regulators from the 50 states, the District of Columbia, and five U.S.
territories. Through the NAIC, we establish standards and best practices, conduct peer review,
and coordinate our regulatory oversight. NAIC members, together with the central resources of
the NAIC, form the national system of stale-based insurance regulation in the U.S.

The NAIC and its members have long been committed to providing leadership on a wide range
of global insurance issues and activities, with a focus on ensuring policyholder protections and
maintaining stable insurance markets. As insurance markets become more global, U.S. state
insurance regulators are extensively engaged with their international counterparts in developing
the elements of a stronger international insurance regulatory {ramework. We have encouraged an
international focus on promoting and supporting the development of best practices in emerging
markets, and are also working to ensure that global standard-setting is compatible with our
strong and cffective state-based system. International developments at the Financial Stability
Board (FSB) and the International Association of Insurance Supervisors (IAIS) have the
potential to directly impact U.S. insurance regulation and U.S. insurers, and, therefore, U.S.
consumers. The NAIC and state regulators have an obligation 1o be engaged and participate in
these developments, in partnership with the federal government when appropriate.

Today, I will provide the subcommittee with an overview of the NAIC’s involvemeni in
international discussions and key international regulatory developments. Specifically, my
testimony will focus on four major areas: 1) the development of a Common Framework for the
Supervision of Internationally Active Insurance Groups (ComFrame); 2) the identification of
global systemically important insurers; (3) the U.S.-European Union Dialogue Project; and (4)
international trade. In addition, T will discuss our interaction with the U.S. Treasury
Department’s Federal Insurance Office (FIO) with regard to international insurance activities.

Supervision of Internationally Active Insurance Groups

U.8. state insurance regulators and the NAIC have been active in the development of ComFrame.
This project, conducted through the JAIS, aims to assist supervisors in performing more effective
group-wide supervision of internationally active insurance groups, foster greater cooperation and
coordination among supervisors around the world, and foster convergence of supervisory
approaches,

We support the original goals of ComFrame and continue to believe there is merit in developing
a framework for greater coordination and cooperation among different jurisdictions to achieve
more effective and more efficient regulation. However, the current scope and prescriptive nature
of ComFrame overshoots those goals, and over complicates what is necessary for effective cross-
border supervision. In our view, ComFrame should support and enhance the work of
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international supervisory colleges', which serve as the actual vehicles to achieve these
objectives. State insurance regulators have held, or have scheduled to hold, supervisory colleges
for all 15 U.S. firms that meet the current IAIS definition of an internationally active insurance
group. Key state regulators have also participated as involved supervisors in colleges for
international groups based overseas that do significant insurance business in the 1.8,

While we continue to work within the IAIS to focus the ComFrame effort on developing a
common set of principles for effective international group supervision, U.S. state regulators
remain wary of this project’s tendency towards “mission creep” and the accumulation of overly
prescriptive requirements, and a one-size-fits-all approach that could impose new burdens on
U.S. companies and consumers with little, if any, benefit. Given the different regulatory
approaches and structures among IAIS members and the differences among internationally active
groups, ComFrame must be a dypamic and flexible framework focused on regulatory
collaboration and achieving similar supervisory outcomes.

The NAIC and its members are working to ensure that the proposed standards under discussion
are compatible with our U.S. state-based system and make sense for U.S. insurers, Of paramount
importance is ensuring that implementation of ComFrame does not undermine our strong
solvency standards for U.S. insurance entities. Ensuring that each subsidiary of a complex group
engaged in insurance is solvent and appropriately capitalized is a comerstone of our system and
one reason insurers weathered the financial crisis so well. Certainly there is potential for a
variety of benefits from ComFrame if done correctly, but we have no intention of implementing
those elements that would be impractical and counterproductive if imposed here in the U.S.

As we provide input to the TAIS and other international projects, we have to be mindful of our
regulatory and legal structure at home. In the U.S., we have functional regulation with some
areas of consolidated supervision. We are concerned that related discussions on the need for a
Global Capital Standard for insurance could push for a bank-like approach to capital that is not
appropriate. On the Group Supervision front, we remain skeptical of those that believe that one
set of eyes can do befter than multiple sets — our experience with the financial crisis suggests
otherwise. With this in mind, we urge Congress to continue fo be wary of any international
prescriptions seeking to impose new standards on the United States.

dentification of Global Systemically Important Insurers

In the aftermath of the financial crisis, regulators in the U.S. and around the world increasingly
focused on identifying systemic risks to the financial system. As part of this effort, work has
been underway to designate domestic and global systemically important insurers (G-SII’s). U.S.
state insurance regulators and the NAIC have had substantial involvement in this process through
representation on the U.S. Financial Stability Oversight Council (FSOC) by Missouri Insurance
Director John Huff and on the JAIS Financial Stability Committee by Connecticut Insurance
Commissioner Thomas Leonardi and NAIC staff, as well as other state regulators as part of the
home jurisdiction consultation process.

} The International Association of Insurance Supervisors (IAIS) defines a supervisory college as “a forum for
cooperation and communication between the involved supervisors established for the fundamental purpose of
facilitating the cffectiveness of supervision of entities which belong to an insurance group; facilitating both the
supervision of the group as a whole on a group-wide basis and improving the legal entity supervision of the entities
within the insurance group.”
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It is the view of state insurance regulators that allowing insurers to engage in activities that make
them systemie is not in the interests of policyholders. To the extent that an insurer engages in
activities that could result in a sysiemically important financial institution (SIFI} or G-SH
designation, U.S. and international regulators should work diligently and collaboratively to
address the sources of systemic risk with the goal of reducing the potential systemic impact of
the insurer to such a degree that it is no longer systemic. With that in mind, we continue to
examine the scope of our authorities and resources to ensure that systemic risk does not emanate
from activities or entities within our purview.

We have concerns that the creation of two tiers of companies, where some are perceived to be
safer than others, could reduce market discipline, create competitive distortions, and encourage
undesirable consolidation and concentration in the insurance sector. We believe this could lead to
creation of the “too big to fail” companies that both FSOC and IAIS G-SII initiatives are aimed
at avoiding. Indecd, subsequent to recent announcements that the FSOC issued proposed
designations of certain insurers, Moody’s indicated that such designation was a “credit positive”
event, and that the credit benefits of a designation outweigh the drawbacks.

The threshold that companies must meet to be designated as a SIFI domestically or a G-SH
abroad is rightfully designed to be steep. In the United States, FSOC may designate a non-bank
financial company for heightened supervision by the Federal Reserve if the company could pose
a threat to the financial stability to the United States, which the Council has defined as “the
potential for impairment of financial intermediation or financial market functioning that would
be sufficiently severe to inflict significant damage on the broader economy.” Internationally, the
determination standard for identifying global systemic insurers is comparably high, requiring a
firm’s failure to cause significant disruption to the wider financial system and economic activity.
While it is entirely appropriate to identify insurers that pose clear risks to the financial system at
home or abroad, given the potential for negative market implications, such designation should be
the product of a rigorous analysis that reflects a thorough understanding of the insurance
business model and regulatory system, and demonstrates that these high standards are met.

Finally, both processes should be aligned with appropriate deference to domestic authorities. It is
the view of the U.S. insurance regulators that the threshold for being designated a threat to global
financial stability should be higher than the threshold for being designated a domestic threat to
financial stability. As such. the G-SII list should not contain any U.S. insurers that have not
otherwise been designated SIFI’s by FSOC. This would also ensure that the impact of any
designation of a U.S. firm is rooted in clear legal authority and process.

U.S.-European Union Dialogue

In addition to our work in the IAIS, US. state insurance regulators have also been actively
involved in the U.S.-EU Insurance Dialogue Project. Since January of 2012, the NAIC, FIQ, the
European Commission, and European Insurance and Occupational Pensions Authority have been
engaged in a more exiensive dialogue process to enhance both sides’ understanding of our
unique solvency oversight systems and explore ways to increase cooperation.

Last December, the Project’s Steering Committee issned a joint report along with a separate
paper outlining a set of common objectives and a series of initiatives designed to enhance
insurance regulatory cooperation internationally. These initiatives focus on important areas such
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as group supervision and the coordination of international supervisory colleges, as well as
enhancements to data collection and analysis, independent third party reviews, and the conduct
of on-site and off-site examinations. The project builds on the on-going U.S.-EU Insurance
Dialogue, which has been in place as a vehicle for regulator-to-regulator exchange for more than

a decade.

The goal of this work is to explore arcas of potential alignment and opportunities for greater
collaboration between the two systems over the long term. Significant progress has been made,
and we are engaged in advancing common objectives and initiatives over the next five years.
Many of these initiatives are already underway or under consideration within the NAIC process
at one or more conunittees or working groups. While much work lies ahead, U.S. state insurance
regulators are working diligently to enhance this transatlantic relationship.

International Trade

Next, I would like to focus on our involvement in international trade issues. The insurance sector
plays a significant role in promoting economic development, and we must maintain & level
playing field here and abroad in order to create and protect jobs. State regulators are keenly
aware of the importance of international trade and trade agreements for economic development
while ensuring consumer protection for our domestic constituents,

As the Office of the United States Trade Representative (USTR) negotiates agreements, such as
the ongoing Trans Pacific Partnership and the upcoming Transatlantic Trade and Investment
Partnership, and secks improved market access for U.S. insurers, the NAIC will continue to
provide technical insurance expertise to the USTR. Qur partnership with USTR dates back to the
carly 1990s when the North American Free Trade Agreement (NAFTA) and General Agreement
on Trade in Services (GATS) were negotiated.

Throughout our two decade relationship with the USTR, State regulators and the NAIC have
sought to promote stable practices emphasizing the successful track record of the U.S. market.
We illustrate to our trading partners the importance of insurance to our economy in ferms of jobs,
economic output, and risk mitigation for consumers.

Moving forward, the NAIC will continue to assist in the efforts of the Federal government to
open and maintain competitive, transparent, well-regultated markets; enhance the stability of
regulatory practices among trading partners; eliminate unnecessary barriers to U.S. trade
commitments; and enhance consumer protection,

Interaction with FI1O in International Insurance Activities

In many of these international discussions, we have been working with the U.S. Treasury
Department’s Federal Insurance Office {FI0). The NAIC has long believed that the FIO can
supplement and enhance existing efforts of the NAIC and the U.S. insurance regulators and add
another federal voice to international discussions regarding insurance issues. However, the FIO
has no statutory regulatory or quasi regulatory authority and does not speak for U.S. insurance
regulators. Recognizing its narrow yet potentially beneficial role, the NAIC supported the
creation of the FIO during the debate over the Dodd-Frank Act.



51

While the Treasury Department and the U.S. insurance regulators may not agree on every issue,
we should always collaborate, seek common ground that is consistent with the interests of U.8.
consumers and industry, and, whenever possible, engage the international community in a united
fashion. In this regard, we would expect fo give a cerlain amount of deference to the Treasury
Department in international discussions involving issues that do not implicate our regulation of
the U.8. insurance industry. However, we expect the Treasury Department to give similar
deference to, and support the views of, the regulators in forums like the IAIS that focus almost
cxclusively on regulatory issues that have little or no impact on FIO’s authority or
responsibilities. Moreover, it is inappropriate for FIO or any other non-regulator to seek to
participate in supervisory colleges, which are vehicles to discuss supervision of specific
companies, without an invitation from the regulators.

The NAIC and U.S. insurance regulators are committed to work through any disagreements that
may arise with the Treasury Department so we can serve our respective roles and more
¢ffectively represent the best interests of U.S. industry and consumers. The Dodd-Frank Act
made clear a separate non-regulatory role for FIO and supported the state-based regulatory
system.

Conclusion

U.S. insurance regulators have a strong track record of effective collaboration and supervision,
and the NAIC is commitied to coordinating with our international counterparts to help ensure
open, competitive, and stable markets around the world. It is critical that we promote a level
playing field across the globe through strong regulatory systems while recognizing that there will
continue to be different cultural, legal, and operational differences in regulatory regimes around
the world. Uniform global standards are not necessary to achieve compatibility and equivalent
results. Congress has delegated insurance regulatory authority to the states so we have a
continuing obligation to engage internationally in those areas that impact the U.S, state-based
system, companics, and consumers. While we appreciate international developments and
standards, and consider them as we eontinually improve our system, we should not toss aside our
time-tested state-based system in pursuit of untested and overly burdensome approaches just for
the sake of diplomacy and collegiality.

Our state-based system in the U.S. has a strong track record of evolving to meet the challenges
posed by dynamic markets, and we continué to believe that well-regulated markets, both here
and abroad, make for well-protected policyholders.

Thank you again for the opportunity to be here on behalf of the NAIC, and 1 look forward to
your questions.
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Thank you, Chairman Neugebauer, Ranking Member Capuano, and members of the
Subcommittee for inviting me to appear before you today.

Next month will mark the third anniversary of the enactment of the Dodd-Frank Wall
Street Reform and Consumer Protection Act (“Dodd-Frank™). In September, I will
complete the second year of my six-year term as a voting member of the Financial
Stability Oversight Council (“the Council™).

As provided in Dodd-Frank, I serve as “an independent member appointed by the
President, by and with the advice and consent of the Senate, having insurance expertise.”
Other than a few lines in the statute, the law does not set out specific duties and
authorities for my position, other than being a voting member of the Council.
Accordingly, I have had to define and establish my evolving role with my fellow Council
members, as well as others, while relying on the Council’s authorities, consistent with the
intent of Dodd-Frank. My precise role regarding international matters, however, has not
yet been settled; but I have tried to be guided by the duties outlined by Congress for the
Council, and which would apply to me as a voting member.

Section 112 of Dodd-Frank lists among the Council’s duties the monitoring of domestic
and international financial regulatory proposals and developments, including insurance
and accounting issues, as well as advising Congress and making recommendations in
areas that will enhance the integrity, efficiency, competitiveness, and stability of the U.S.
financial markets.

In terms of fulfilling my duties as a member of the Council, I monitor developments at
the Financial Stability Board (“FSB™), based on information shared by Treasury through
its Office of International Banking and Securities Markets, and through consultations
with officials of the three U.S. members of the FSB — Treasury, the Securities and
Exchange Commission (“SEC™), and the Board of Governors of the Federal Reserve
System (“Federal Reserve”) — all three of whom are also member agencies of the
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Council. International financial markets developments have been discussed collectively
at Council meetings on numerous occasions.

I also endeavor to monitor the work and proposals under consideration by the
International Association of Insurance Commissioners (“lA1S™) by monitoring public
consultative documents and information shared with me by our State insurance
regulators, the National Association of Insurance Commissioners (“NAIC™), and
Treasury through its Federal Insurance Office (“FIO™) and its International Affairs
division. Through outreach conducted with industry stakeholders, some of whom
participate at the TAIS as non-member observers, I gain insight into industry perspectives
regarding progress on a variety of IAIS initiatives. However, notwithstanding my official
role as the voting member of the Council with the insurance portfolio, I am often told that
some IAIS matters are confidential and cannot be shared with me. This, in turn, limits
my ability to provide meaningful input to the Council, and to Treasury and its F10, which
Title V of Dodd-Frank charges with representing the United States, “as appropriate,” at
the TAIS. This inability for me and other voting Council Members to fully monitor and
discuss relevant issues, in my view, hampers the ability of the Federal Government to
carefully consider how international insurance regulatory developments could enhance,
or interfere with, the integrity, efficiency, competitiveness, and stability of the U.S.
financial markets and the U.S. insurance sector.

To date, the Council has not made recommendations to Congress related to domestic or
international insurance regulatory matters. However, in its 2013 Annual Report, the
Council did inform Congress that it intends to continue to monitor international insurance
regulatory developments. In the meantime, Congress is due a Report from Treasury,
through its FIQ, on how to modernize and improve the system of insurance regulation in
the U.S. Dodd-Frank directs that this Report consider, among other factors: systemic
risk regulation, international coordination, and international competitiveness of insurance
companies.

Section 175 of Dodd-Frank provides that the Chairperson of the Council, in consultation
with the other members of the Council, shall regularly consult with the financial
regulatory entities and other appropriate organizations of foreign governments or
international organizations on matters relating to systemic risk to the international
financial system.

The Secretary of the Treasury and my Council colleagues in exercising their broader
responsibilities as heads of their respective agencies, regularly consult with their foreign
counterparts, including regulators and other officials regarding systemic risk. Both the
Dodd-Frank Act itself and the Council’s Final Rule and Guidance setting forth the
Council’s process for considering nonbank financial companies for potential supervision
by the Federal Reserve (“Guidance™), provide for consultation with foreign regulators. In
my role as a Council member, to date I personally have met with officials from Canada,
Japan, Mexico, and the UK. There may be an opportunity for more extensive,
meaningful, and systematic engagement with foreign financial markets supervisors and
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international organizations by the Council as a whole, rather than solely through separate
engagement by its members.

In looking for ways to better align, coordinate, and complement the work of the Council
and international efforts currently underway, there are two approaches worthy of
consideration in order to better achieve the goals set out by Congress.

(1) International Association of Insurance Supervisors (“IAIS”)

The IAIS is a membership organization for insurance regulators and supervisors from
some 200 jurisdictions. The 1AIS’s objectives, as set forth in its bylaws, are “to promote
effective and globally consistent insurance supervision in order to develop and maintain
fair, safe, and stable insurance markets for the benefit of policvholders, and to contribute
to global financial stability.”

The TAIS has both “Members™ and “Observers.” Observers, who are generally insurers
and their trade associations, pay dues; do not have a vote; and are allowed to attend some,
but not all meetings of the IAIS and its committees. Many meetings are “members-only”
and exclude Observers.

Currently, there are four Member classes:

1. An insurance industry supervisor who exercises its function within its
jurisdiction;

2. the NAIC;

the FIO; and

4. an international organization made up of governments or statutory
bodies that the Executive Committee may recommend to be eligible
for membership for the purpose of furthering the objectives of the
Association.

(o5

U.S. state insurance regulators are Members under the “insurance industry supervisor”
criteria. The NAIC organization, the founding member of the IAIS, is itself a Member.
Treasury’s F1O, even though it is not a supervisor or regulator, was authorized by Dodd-
Frank to represent the United States, as appropriate, at the IAIS; and the TAIS bylaws
were amended in 2011 to make FIO a Member.

While the IAIS consists primarily of insurance supervisors and regulators, membership is
also open to “international organizations,” and the Asian Development Bank, the
International Monetary Fund and the World Bank are currently non-voting Members of
the 1AIS. The Council, however, is not an “international organization,” and thus not
currently eligible to become an JAIS member notwithstanding its statutory mandate to
consider international insurance issues and make recommendations to Congress.

Seeking a way to improve communication and coordination with members of the
Council, the IAIS’s Financial Stability Committee approved and forwarded a proposed
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[AIS bylaw amendment to the IAIS’s Executive Committee in October of 2012. The
amendment proposed to add a new IAIS membership class that, if established, would
allow me and other Council Members to attend closed IAIS members-only meetings as
non-voting Members. The IAIS’s Financial Stability Committee is the primary 1AIS
forum where systemic risk issues are discussed among international insurance regulators
and supervisors. Among such issues are the IAIS’s on-going efforts, at the request of the
FSB and in furtherance of the financial regulatory reform agenda of the Group of Twenty
Finance Ministers and Central Bank Governors (“G-20"), to identify global systemically
important insurers (also referred to as “G-SlIs”). This work has been proceeding parallel
to, but separately from, the Council’s review of nonbank financial companies as
systemically important financial institutions (“SIFIs”).

The proposed TAIS bylaw amendment would:

« allow (but not require) voting Council Members and their representatives to
attend closed IAIS members-only financial stability meetings;

+ cnable me and other voting Council Members, and thereby in turn the Council
itself, to more effectively fulfill the Council’s statutory responsibilities to monitor
international insurance developments, advise Congress and make
recommendations, as well as to regularly consult with international insurance
supervisors within this forum. I believe that attendance at IAIS systemic risk
meetings is critical to fulfilling my responsibilities as a voting Member of the
Council, given the centrality of systemic risk to Council responsibilities; and

» lead to more support for the U.S. representative at the JAIS. Council Member
attendance at closed IAIS meetings would lead to more informed constituent input
to the U.S. representative, and a greater ability to reflect the views of independent
agencies and their actions that serve to promote financial stability.

The proposed IAIS bylaw amendment does not seek to supplant FIO’s statutory role as
part of Treasury in representing the U.S., as appropriate, at the [AIS - nor is it my desire
to do so. The new non-voting membership category is solely intended to allow me and
other Council Members to participate as non-voting members at closed IAIS members-
only meetings, similar to the role the FIO plays as a non-voting member of the Council.

It is my understanding that the IAIS’s Executive Committee will meet again in October
of this year, and that the proposed IAIS bylaw amendment may well come up for further
discussion. 1 support the efforts underway at the 1AIS that would permit the Council and
its members to attend IAIS members-only meetings and monitor important IAIS
developments, and in particular, those related to global and U.S. financial stability.

(2) Financial Stability Board

In response to 2008 financial crisis, the G-20 established the FSB in April 2009,
expanding the membership and role of its predecessor organization, the Financial
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Stability Forum. The FSB’s Charter was adopted in September 2009, before the
enactment of Dodd-Frank in July 2010.

One of the FSB’s tasks, as set forth in its Charter, is to “assess vulnerabilities affecting
the global financial system and identify and review on a timely and ongoing basis the
regulatory, supervisory and related actions needed to address them.” Anocther task is to
“promote coordination and information exchange among authorities responsible for
Sfinancial stability.”

According to its 2009 Charter, FSB membership is available to “national and regional
authorities responsible for maintaining financial stability, such as ministries of finance,
central banks, supervisory and regulatory authorities.” Current FSB members from the
U.S. are Treasury, the SEC, and the Federal Reserve,

As noted, the adoption of the FSB’s Charter and its inaugural membership predated the
establishment of the Council, its statutory purposes, duties and authorities, all of which
principally relate to financial stability matters. However, to date, the Council is not itself
a member of the FSB. Congress has clearly contemplated that our national authority
chiefly responsible for U.S. financial stability is the Council as a whole. This situation
may require some discussion as to whether U.S. membership at the FSB should be
updated to reflect current statutory responsibilities of the Council.

G-SIIs and SIFIs

Lastly, while there are many important international insurance regulatory developments
underway, I do wish to share with this Subcommittee my perspectives on one area
capturing recent headlines.

Last week, the Council voted to make proposed determinations regarding an initial set of
nonbank financial companies under section 113 of Dodd-Frank. A company subject to a
proposed determination has 30 days to request a hearing. After any hearing (or if one is
not requested or waived) the Council may make a final decision regarding the designation
of a nonbank financial company. As noted in its Guidance, the Council does not intend
to announce publicly the name of any nonbank financial company that is under
evaluation before a final determination is made. Accordingly, I cannot testify today
concerning any specific company. However, I would like to mention my personal
perspective as to how any designation of a G-SII by the FSB might relate to the Council’s
process.

The Council has demonstrated that it will proceed with its responsibilities in considering
nonbank financial companies under section 113 of Dodd-Frank, even as international
efforts might follow a different time line. My Council colleagues at the IAIS and FSB
are proceeding in a manner consistent with the work and views of the Council. If and
when any particular insurance company is designated a G-SII by the FSB, and should that
nonbank financial company later come before the Council for consideration, I believe
that the Council would certainly take note of its G-SII designation. However, it is my
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personal view that any G-SII designation would have no binding effect on the Council’s
independent judgment, especially in view of the fact that while both the Council and the
FSB apply similar tests, they are not identical.

Conclusion

[ appreciate the efforts of the Chairman and Members of this Subcommittee in evaluating
the many important international issues associated with the supervision and regulation of
insurance companies, both from prudential and systemic risk perspectives. Ilook
forward to continuing to work with Congress, my colleagues on the Council, and our
state insurance regulators on these critical issues. Thank you. T look forward to
answering any questions you may have.
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JACLI

Financial Security.. for Life.

June 13,2013

The Honorable Randy Neugebauer

Chairman, Subcommittee on Housing and Insurance
House Committee on Financial Services

2129 Rayburn House Office Building

Washington, D.C. 20515

The Honorable Michael E. Capuano

Ranking Member, Subcommittee on Housing and Insurance
House Committee on Financial Services

B301C Rayburn House Office Building

Washington, D.C. 20515

Dear Chairman Neugebauer and Ranking Member Capuano,

The American Council of Life Insurers (ACLI) represents more than 300 legal reserve life and
fraternal benefit society member companies operating in the United States. ACLI member
companies represent over 90% of the assets and premiums of the life insurance and
annuity industry, and are major participants in the long-term care and disability income
insurance markets in the United States. ACLI’'s membership also includes all life reinsurers
doing business in North America. We thank you for convening this important hearing and
appreciate the opportunity to file these comments with the Subcommittee.

New regional supervisory initiatives like Solvency I, the emerging role of the International
Association of Insurance Supervisors (IAIS), and efforts to address institutional oversight on
a multinational basis have led to an increased focus on international issues. The financial
crisis and resulting domestic (Dodd-Frank Wall Street Reform and Consumer Protection Act)
and global (G-20 and Financial Standards Board) reform measures are challenging for life
insurers and our regulators. We urge that our state regulators and the Federal Insurance
Office (FI0) coordinate closely and cooperate continuously to meet those challenges.

Regulating the life insurance business in a more efficient and effective manner has been a
top ACLI priority for a number of years. The ability of life insurers to operative effectively and
to serve the financial security needs of their customers is highly dependent on an effective
regulatory system. Moreover, the significant role that life insurers play in the U.S. and
global economy is dependent on an efficient regulatory structure. We urge that our state
regulators and the FIO coordinate closely and cooperate continuously to promote efficient

Amerlcan Councl of Life Insurers

101 Constitution Avenue, NW, Washington, DC 20001-2133
(202) 624-2000t (866)953-4098 f

www.acll.com
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and effective supervision, with due regard to limitations under current U.S. state and federal
faws.

We believe that both FIO and our state regulators must work together to assure that U.S.
competitive interests are represented on par with those of our global competitors, FIO from
within the U.S. government and our state regulators as participants in supervisory
colleges. We support their collective efforts, as we believe close coordination and
continuous cooperation on that point, both at home and abroad, is essential.

Sincerely,

ot

Kimberly Olson Dorgan
Senior Executive Vice President, Public Policy
American Council of Life Insurers



60

THE FINANCIAL SERVICES ROUNDTABLE

Financing America’s Economy

June 13, 2013

The Honorable Randy Neugebauer The Honorable Michael Capuano

Chairman Ranking Member
Housing and Insurance Subcommittee  Housing and Insurance Subcommittee
Washington, D.C. 20515 Washington, D.C. 20515

Ref: Hearing on the Impact of International Regulatory Standards on the
Competitiveness of U.S. Insurers.

Dear Chairman Neugebauer & Ranking Member Capuano

The Financial Services Roundtable applauds Chairman Neugebauer and Ranking
Member Capuano for convening this important hearing entitled “The Impact of
International Regulatory Standards on the Competitiveness of U.S. Insurers," and for the
opportunity to submit comments for the record.

Making the U.S. insurance sector more competitive at home and abroad will help
promote a vibrant insurance market that helps Americans protect their financial and
retirement security. U.S. insurance companies create jobs in every congressional district;
finance municipal, state, and federal investment; help small and large businesses mitigate
risk; and support individuals and families during their times of greatest financial need.

Regulations being crafted abroad already have a significant impact on U.S. insurers in
their operations both domestically and outside the U.S. This statement for the record will
highlight priorities that will materially impact the competitiveness of U.S. insurance
sector, including: the role of the Federal Insurance Office; the designation of Global
Systemically Important Financial Institutions (G-SIFIs) and Global Systemically
Important Insurers (G-Slis); and the International Association of Insurance Supervisors
(IAIS) development of the Common Framework (ComFrame).

Federal Insurance Office

The U.S. insurance sector and insurers benefit from having a strong, unified voice
representing us at international forums. To that end, we support a strong and effective
Federal Insurance Office working in coordination with state insurance regulators to
promote the interests of the U.S. industry and policyholders in international negotiations.
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The creation of the FIO, for the first time, places an office in the Department of Treasury
to increase federal expertise on insurance matters and regulation. The FIO also has the
mandate to represent our domestic sector internationally. We are pleased that the FIO
has an active role at the International Association of Insurance Supervisors and encourage
its full participation to enhance the voice of U.S. insurance market participants
internationally.

Systemically Important Financial Institutions

It is critically important that global regulators’ efforts to monitor and regulate systemic
risk in international markets not be allowed to upset the carefully calibrated system that
U.S. regulators have designed for domestic purposes. The Financial Stability Oversight
Council (FSOC) has been charged with designating nonbank systemically important
financial institutions (SIFIs) that will be subject to supervision by the Federal

Reserve. FSOC has established a three-stage methodology that screens companies early
in the process, using publicly available data to designate relevant nonbank financial
institutions as “systemically significant” and also eliminate others from unnecessary
further consideration. . Recently, FSOC designated a select group of nonbank financial
institutions subject to a preliminary designation.

As the Financial Stability Board, working in coordination with the IAIS, designates G-
SIIs, it is important that the process not put U.S. insurance companies at competitive
disadvantage. Minimizing overlap, duplication or conflict in regulatory measures is an
important objective.

Finally, it is important that both the FSOC and FSB understand the unique risk
characteristics of insurance companies, which are very different than the risks associated
with banks and other financial institutions. We encourage the FIO to assist both bodies in
that analysis.

International Association of Insurance Supervisors’ Common Framework

As regulators work to develop the Common Framework for Supervision of
Internationally Active Insurance Groups (ComFrame) at the IAIS, it is important to
consider the specific goals that the framework is intended to achieve. The U.S.
insurance industry fared generally well during the recent financial crisis. While greater
consultation and communication among regulators is critical to identify potential
regulatory problems before they become crises, regulators must not impose another
layer of burdensome regulation where there is no clear justification for doing so.

In addition, if ComFrame is not crafted appropriately, U.S. companies operating
internationally could be subject to higher capital standards that may place them at a
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competitive disadvantage. These will be complex deliberations and decisions that
require a strong, unified voice. The Roundtable supports the FIO’s statutory authority
to serve as that voice, and would urge FIO and state insurance regulators to coordinate
their efforts to ensure the position of the United States in international negotiations is as
strong as possible.

Conclusion

Again, the Roundtable commends the Subcommittee for examining the important topic.
Both the industry and policymakers will face some critical tests in the near- and medium-
term. Policymakers will be asked to craft appropriate domestic and international
regulatory policies. Companies will confront an increasingly competitive landscape in
which the regulatory environment remains uncertain, both at home and abroad. This
hearing is an important step in meeting those challenges.

Best Regards,

e ¢l

Scott Talbott
Senior Vice President, Public Policy
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NAMIC

NATIONAL ASSOCIATION OF MUTUAL INSURANCE COMPANIE

Statement
of the
National Association of Mutual Insurance Companies
to the
United States House of Representatives
Committee on Financial Services
Hearing on

The Impact of International Regulatory Standards on the
Competitiveness of U.S. Insurers

June 13,2013
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The National Association of Mutual Insurance Companies (NAMIC) is pleased to
provide comments to the House Financial Services Committee on international
insurance regulatory issues and the impact on U.S. insurers.

We represent the interests and concemns of 1,400 property/casualty insurance
companies serving more than 135 million auto, home and business policyholders, with
more than $196 billion in premiums accounting for 50 percent of the automobile/
homeowners market and 31 percent of the commercial insurance market. We are the
largest and most diverse property/casualty trade association in the country, with
regional and local mutual insurance companies on main streets across America joining
many of the country’s largest national insurers who also call NAMIC their home. More
than 200,000 people are employed by NAMIC members.

NAMIC agrees that American insurers should be positioned to compete in the
international insurance market. We support communication and coordination between
international regulatory authorities. Working together will improve understanding of
differing regulatory systems and may well result in shared best practices. The 2012
dialogue between the European Union (EU) and U.S. is an example and a foundation
for such collaborative efforts.

We would, however, like to share some concerns with the committee about the state of
international involvement in U.S regulation.

» Itis our position that cooperation and coordination on the regulatory front is a
positive thing, but should not result in abdication of regulatory authority to foreign
jurisdictions or quasi-governmental bodies.

« Too much focus on regulatory equivalence with other nations could result in
significant and costly changes in the U.S. insurance regulatory system. Our
system is strong and time-tested. Many of the international insurance regulatory
principles have never been implemented, and yet they are being used to
measure countries and find them insufficient.

« |fthese concerns are not addressed, the impact on not only U.S.-based
international insurers, but also on those operating only domestically could be
very significant and multi-faceted.

Cooperation and Coordination

International efforts to regulate large, multi-national insurers are evolving. The
International Association of Insurance Supervisors (IAIS) develops international
standards for insurance supervision, provides training to its members, fosters
cooperation between insurance regulators, and creates a forum for dialogue between
insurance regulators and regulators in other financial and international sectors. The U.S.
has been actively engaged in the deliberations of the |AIS. Both the National
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Association of Insurance Commissioners (NAIC) and the Federal Insurance Office (FIO)
play significant roles at IAIS. State regulators and staff participate in the work of the IAIS
on a variety of issues including international solvency supervision, accounting
standards, and reinsurance regulation, among others. The Director of FIO chairs the
Technical Committee of the 1AIS. The IAIS has developed a set of Insurance Core
Principles (ICPs) which lay out international insurance standards and best practices for
regulators.

The IAIS has supported the use of supervisory colleges as a means for international
regulators o convene and discuss a particular insurance group. We support the use of
supervisory colleges and believe their use is largely consistent with the NAIC's lead
state concept. In the U.S. the states hold periodic regulator-to-regulator conference calls
to discuss issues related to a particular insurance group that operates in those states.
Supetrvisory colleges provide the opportunity for that kind of enhanced information
sharing and regulatory dialogue affording regulators superior knowledge of the group
and regulatory and environmental pressures. Such forums are particularly beneficial
when they incorporate dialogue between insurance group management and the most
impacted supervisors.

It is NAMIC's position that the international coordination of insurance regulation should
be centered on understanding the risks of the insurance group from the perspective of
how the insurance group identifies and manages its risk. We believe this type of
communication is the foundation on which international coordination of insurance
regulation should be developed.

However, NAMIC remains concerned about the focus on equivalence and strict
adherence to the ICPs.

Misplaced Focus on Regulatory Equivalence

The IAIS has become far too prescriptive and detailed in the development of ICPs and
the Common Framework (ComFrame} for Internationally Active Insurance Groups
(IAIGs). We are concerned that such concepts, if forced onto the U.S. regulatory
system, could weaken both the system and its domestic insurance companies. The
realities of the U.S. insurance market are not always the same as those in other
countries or regions. For example:

« Most European countries do not regulate the price of insurance products, and
insurance rate regulation is prevalent in the U.S.

« The U.S. legal environment differs significantly from most other countries in a
number of respects.

« Our dual state-federal system of government and the independence of state
regulation of insurance also differentiate us from many other countries.

These realities need to be considered and reconciled before the U.S. regulators adopt
any policies designed to streamline international regulation. While a common financial
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language and conceptual similarities between jurisdictions facilitate cooperation and
communication between regulators in different jurisdictions, forced convergence is not
the answer. For example, the EU has a directive called Solvency it whichisina
consultation phase until the end of 2013. Thereafter the directive still needs to be
adopted by EU countries. Although this solvency program is not even implemented in
EU countries, the EU leadership is already assessing the “equivalency” of foreign
insurance regulatory systems to this aspirational system. Essentially the EU is
developing a grading process for other jurisdictions’ insurance regulatory systems.

The U.S. approach to solvency focuses on: 1.) mitigation by restricting company
activities; 2.) disclosure and examination to avoid company insolvencies; and 3.)
protection of the policyholders through guaranty funds that will make claim payments to
customers of insolvent companies. Alternatively the European model is focused on
capital requirements and risk assessments with the goal of preventing all insolvencies.
The fundamental differences in the two philosophies are incorporated in the laws and
regulations, making it difficult to achieve convergence or determine equivalency. This
creates a serious concern. If the U.S. were not deemed equivalent, U.S. insurers
seeking to do business in the EU would be subject to onerous additional requirements.
This Solvency Il equivalency structure gives one jurisdiction (the EU) significant power
over the regulatory structure in countries around the world. NAMIC believes that the
current U.S. system should be deemed equivalent as is, and changes should not be
forced on domestic regulators simply due to equivalence considerations.

We appreciate that both the U.S. regulators at the NAIC and the FIO recognize the
uniqueness of our system and recognize that changes should only be made when they
will fit the U.S. insurance market. We urge the Committee to support these entities in
their efforts to discuss and understand both systems, but to support strong and
functional regulatory systems even with differences.

Potential industry Impacts

International pressures to develop consistent financial policies can have unintended
consequences.

Industry Consolidation. One of the quandaries of the financial crisis is that the scope
and depth of the crisis was related to the significant size of the companies impacted —
those companies considered “too big to fail.” However, the “solutions” developed by
regulators and law makers worldwide are to enhance regulation/oversight, converge
accounting systems, and increase capital requirements. These solutions will not
strengthen the small companies doing business around the world. These ideas and the
compliance costs related to them will promote consolidation of the industries impacted.
While some effort has been made to focus enhanced prudential standards on larger
organizations, there is significant impact on small insurance companies. We have
concerns about moving forward with significant regulatory change without considering
the further consolidation of the insurance market and the impact on financial
consolidation in the United States.
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impact on Small Companies. NAMIC is comprised of many members that are very
small businesses. The diversity of insurance company size and scope in America is one
of our market's great strengths. The U.S. has a great appreciation for small businesses
and understands that by fostering small companies that we will grow our economy.
Many of the initiatives underway internationaily would result in significant increases in
expense and complexity at the operating unit level. Even in the EU there is discussion
around the impact that the new requirements could have on small, and especially small
mutual, insurance companies. The increase in compliance costs will drive many of
these companies to close their doors. Small companies typically serve particular
segments of the market, often small communities or groups of customers that would be
underserved in their absence.

Impact on U.S. internationally Active Insurance Groups. The IAIS efforts include the
development of ComFrame for internationally active insurance groups. The system has
not yet been finalized, but there are already plans to field test ComFrame in 2014. ltis a
significant change in the regulation of IAIGs, and we urge movement in multi-year
phases that will allow identification of the possible repercussions before implementing
the entire proposal. The system will include enhanced capital requirements for these
insurers that could result in further tightening of the market instead of an increase in
economic activity. The impact on the insurance market and world economy will need to
be evaluated as the changes are made.

Cost to the World Economy. There are many moving parts to the changes underway
internationally. There is work toward converging accounting systems, enhanced capital
requirements, and revised investment restrictions. There are new equivalence issues;
new enterprise risk management requirements, new group supervision regulation, and
new reinsurance standards and many other changes too numerous to list. The financial
crisis provided a serious warning that something needed to be done to repair the
weaknesses in the financial regulatory system. We need to identify those weaknesses
and correct them, but we need to do so with an understanding of the impact of each
correction and careful communication between the entities making those changes to
ensure that we are not creating a bigger problem than we set out to solve.

Conclusion

NAMIC believes the current U.S. state-based insurance regulatory system is robust and
well-positioned to meet the needs of the nation’s insurance marketplace. We encourage
enhanced and focused coordination and communication between insurance regulators
worldwide to increase understanding and improve oversight of the insurance companies
they regulate. NAMIC encourages acceptance of the differences in effective regulatory
systemns and suggests that consistency for its own sake does not serve a valuable
purpose. Finally, we urge attention to the unintended and tangential impacts of the
enhanced regulatory structure both internationally and in the U.S.
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7;7e travel can easily be understood
as a powerful means to seduce those state officials
whom the company needs to act in their official
| capacity to sate its commercial interests as a vendor.

PusLic Pouicy ANALYSIS & OPINION
By Kevin P. Hennosy

TRAMP A PERPETUAL JOURNEY

Preferred vendor NAIC bestows millions in travel

gifts upon state officials

For the last century, American insurance regu-
lators have looked askance at incentive travel
awarded to insurance produgers by insurance carri-
ers, Regulators allege that incentive travel diverts
the focus of sales representatives from gerving the
consumer’s needs in order to earn travel awards,
which companies establish in order to encourage
sales of profitable products.

In this column, we will turn the tables on
the Delaware- charbered corporatxon doing busi-
ness as the Nati
Commissioners (NAIL), which uses incentive travel
to train and motivate its national sales force: the
nation’s insurance commissioners.

It could be said that the corporation doing busi-
ness today as the “NAIC” has assumed the name of
an unincorporated association which ceased opera-
tions in 1999, In order to differentiate between
the two distinet entities, this col refers to the
14-year-old corporation as “NAIC-Newco.”

NAIC-Newco has developed an aggressive,
lucrative, and fee-generating service program. The
company contracts with state insurance depart-
ments to provide a range of regulatory IT products
and privatized regulatory services.

The key to executing commercial transactions
usually rests with the chief insurance regulator in
the local jurisdiction, whe can enter into licensing
contracts with NAIC-Newca, or order the insurance
sector to do business with or through the corpora-

Half the states have signed vendor contracts
with NAIC-Newco for State Based Systems, from
which the company is projected to derive more than
$5 million in fees from the regulated entities whose
transactions the states funnel through the produet.
At Jeast 30 states mandate the use of the System
for Electronic Rate and Form Filing (SERFF),
bringing int another $5 million a year in revenue
to NAIC-Newco from the licensees of its members/
distribution network.

Every jurisdiction does business with the com-
pany’s affiliate, the National Insurance Producer
Registry (NIPR), from which NAIC-Newco extracts
another 38 mﬂhon in fees annually in an interest-

ing arr 4 in this cok in the
April 2013 edition of this magazine.

In the'last 13 years, the NAIC-Newco appears to
have transformed the nation's insurance regulatory
systein into a sales network, dependent upen state
officials to use their official capacity to generate fee
revenue for the company.

This arrangement begs the question: Do
NAIC-Newco's gifts of travel place state officials
in legal jeopardy under ethics codes in their home
Jjurisdictions?

Unseemly seduction

NAIC-Neweo is first and foremost a commereial
contractor, a business, which privatizes regulatory
tions and collect tnbute payments compelled

tion. Commissioners become agents of NAIC-N

To this end, NAIC-Newco asserts that all com-
missioners owe a fiduciary duty to NAIC-Newco,
creating a private interest separate, distinct, and
potentially in conflict with the interests of the regu-
lators’ home states, which this column examined in
the May 2013 edition of this magazine.

by its member public officials. The convocations of
the NAIC-Newto are not “educational” or “career
development activities,” which some insurance com-
missioners have claimed on ethics filings.

There is no doubt that NAIC-Newco’s gift-
ing strategy is closely linked to its voracious

ROUGH NOTES



marketing of its vendor services
to the recipients of its largesse.
Adaninistration and marketing of rev-
enue-generating products and services
repeatedly appear on NAIC-Newco
meeting agendas, and NAIC-model
laws, regulations and guidelines often
promote the use of the corporation’s
commercial products and services.
NAIC-Neweo uses the meeting to

employ old-school marketing activities,
such as hospitality suites. At a recent
national meeting, NAIC-Newco urged
public officials to attend “SBS/NIPR
open houses:” “Join us for appetizers

drinks.... in celebrating the 10-year
anniversary of State Based Systems—
Regulators Only”

The 2013 NAIC-Newco budget

sets aside $165,308 for an annual
indoctrination and marketing session
aimed at public sector information
technology personnel. The NAIC E-Reg
Conference, which is self-described as
the “premier regulatory business and
technology event”is i four-day long
showease for corporation’s commercial
vendor services.

incentive travel
The proffer of travel has t a
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Rank and file NAIC-Newco mem-
bers can count on weeks of free travel
and luxury accommodations every year.

For instance, the Arkansas com-
missioner’s filings with the Arkansas
Ethics C ission show him di
a total of 25 days in one year traveling
for the NAIC-Newco, on the corpora-

that is true because the NAIC-Newco
hides what goes on at the “fly-ins”
behind 2 wall of secrecy. So we have to
ook at state officials’ ethics filings to
learn more about the festivities.

For instance, the Louisiana com-
missioner filed a gift disclosure report
with the Louisiana Board of Ethics

tion's dime. NAIC-N s b

which d a gift from the NAIC-

took the commissioner to Bonita
Springs, Florida, for the commissioners
conference in February 2009; to San
Diego in March and San Franciseo in
Dy ber for national tings; to
New Castle, New Hampshire in August
for the summer all commissioner fly-in;
and St. Thomas, Virgin Islands, for a
Southeastern Zone (regional) meeting
{not including other meetings in more
pedestrian locales).

According to the NAIC-Newea's
2012 budget, the corporation made
“important investments in NAIC
membership ... fincluding] contin-
ued travel subsidies to support each
o issioner’s invol

tin NATC
national meetings.”
urthermore, the NAIC-Neweo spon-
s0rs issi only” The

2013 budget allocated “$180,258 to fund
Commissioners’ travel to the anpual
isgi Confe ”This year,

central tenet of NAIC-Newco’s busi-
ness model and marketing plan. The
company plans to give state officials
$902,262 in domestic travel-related
tickets, lodging, etc., in 2013, gen-
erally at business class and resort
hospitality properties.

In addition, NAIC-Newco, plans
to give select ingurance regulators
$1,388,087 for international travel,

a 57.12% increase over gimilar gifts
given in 2012. -

NAIC-Newco’s frequent tender of
travel to state officials can easily be
understood as a powerful means to
seduce those state officials whom the
company needs to act in their official
capacity to sate its commereial inter-
ests as a vendeor.

Perhaps these efforts to influence
siate officials would be justifiable if
NAIC-Newco acted with legal cover as
a public entity subject to public over-
sight. But NAIC-Newco is a private
corporation chartered under the noto-
riously unfettered laws of Delaware,
and it refuses to file annual financial
disclosures with the Internal Revenue
Service (IRS).

Operating in its unaccountable and
self-supervised netherworld, NAIC-
Neweo's private gift of travel to public
officials 1s imbued with an unseemly
appearance. To paraphrase Walt
Whitman, it is possible for insurance
commissioners to use NAIC-Newco
meney to “tramp a perpetual jour-
ney”—and some do.
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NAIC-Newco conducted the private
contference February 1-4 at the Masriott
Frenchman’s Reef & Morning Star
Hotel, in St. Thomas, U.S. Virgin Islands.

Not bad duty at all in the dead of
winter whila mere voters are shoveling
snow of dodging raindrops.

And the tripto St. Thomas is not a
statistical oddity. In recent Februarys,
NAIC-Neweo has hosted its sales force
of state officials in San Juan, Puerto
Rico; Bonita Springs Florida; Indian
Wells, California; and Miami.

Those meetings are just for'the
rank and file. NAIC-Newco bestows
even more gifs on its most pliant
members. The 2013 budget allots
“$30,495 for the annual commitiee
assignment meeting of the NAIC
leadership team.” The NAIC-Newco
conducts these meetings for “officers”
to divide patronage in warm climates
in the dead of winter. In 2011, accord-
ing to public records, that tock the
elect to the South Beach in Miami for
three days in mid-January.

Fly-Me!

NAIC-Newco sponsors a rela-
tively new travel opportunity with its
aonual “all commissioner fiy-ins” to
preferred summer destinations—usu-
ally in New England.

Of course, NAIC-Newco wants to
portray these gatherings as working
sessions; however, journalists and vot-
ers have no way of knowing whether

Newco of $1,075.83 for lodging in
New Castle, New Hampshire, August
23-25, 2009. The Wikipedia entry

for New Castle describes the com-
munity as “the smallest town in New
Hampshire, and the only one located
entirely on islands.”

The Arkansas commissioner
disclosed to the Arkansas Ethics
Commission a gift from NAIC-Newco
of six days in Burlington, Vermont.
The travel dates coincide with the July
2012 commissioners' fiy-in. According
to the Arkansan's ethics filing, “NAIC
paid $631.20 for airfare, baggage, and
parking. NAIC also paid meals and
hotel, amount unknown.”

For their 2010 summer fling,
NAIC-Newco members didn't make
it to New England—they settled for
four days at “the only Forbes Five-Star
mineral spa in the world™ In July
2010, NAIC-Newco gifted the nation’s
insurance commissioners with a trip to
the famous Greenbrier resort in West
Virginia, where they had access to golf,
spa-living and fine cuisine.

The journeys truly are perpetual.
NAIC-Newco’s 2013 budget proj-
ects spending of $1,125,000 on zone
(regional) travel and supplemental
travel grant funds, a 28% increase
over 2011,

‘The Arkansas commissioner
reported two trips last year on the
NAIC Newco zone grant dime to
Southeastern zone retreats—one
for four days in beatific Savannah,
Georgia, in early fall with $836.90
for transportation costs and “hotel,
amount unknown.”

However, we know one thing for
certain: Two months after the zone
retreat following the gift of a great
deal of travel, on November 30, 2012,
NAIC-Newco issued a news release
titled, “Arkansas becomes 26th
member to rhoose SBS [State Based
Systems].” The SBS lays the techni~
cal framework for NAIC-Newco fee
income—and lobbying aims which we
will examine in a future edition.

Select commissioners enjoy busi-
ness class travel to leading overseas
destinations. NAIC leaders have
reserved such plums for “team play-
ers.” A single 2011 newsletter placed
the NAIC president in Brussels,
Frankfurt, Mexico City, and San Juan;
and other commissioners with her in
these and other locations.

ROUGH NOTES



Gift bans

Many states place bans on state
officials and other employees from
receiving things of value from inter-
ested parties in order to prevent
corrupt transactions and to ensure that
officials use the power granted to them
through their office to serve the public
interest and only the public interest.

Rough Notes is not a legal journal,
but it is clear from this columnist's
review of relevant laws and an inter-
view with an attorney that thereis a
sevious basis for concern based on the
information available to the public.
Space limitations will limit the discus-
sion to two examples.

‘The New York Insurance
Department issued Circular Letter
Ne. 7 in 2011, explaining that it “will
implement ... OPTins, a product of
the [NAIC-Newcol.... The Department
strongly encourages your participa-
tion....Currently, the NAIC charges a
nominal fee to use OPTins”
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dvertiser's web site

on the dime of a state vendor to whom
they swear a fiduciary duty, members
of the NAIC-Newco sales network of
state insurance regulators may want
to ask whether their benefactor has
been looking out for their interests as
carefully as it has its own. In the eyes
ofar ble person, the opini
appears to place both state officials
and NAIC-Newco in legal jeopardy. B

The author

Kevin P, Hemwsy is an insurance writer
whao specializes in the history and poli-
tics of insurance regulalmm He began
his insurance career in the regulo-

tory compliance office of Nationwide
Insurance Cos. and then served as
public affairs manager for the National
Association of Insurance Commissioners
(NAIC). Since leaving the NAIC staff
he has toritten extensively on insurance
regulation and testified before the NAIC
as @ consumer advocate.

Nationally, those * 1 fees”
were $76,145 in 2011 and gre pro-
yected to be $526,242 in 2013—a 530%
increase in two years. OPTing’s expo-
nential growth is closely tracking the

INTERNET MARKETING

(continued from page 31}

history of State Based Sy and
SERFF, the NAIC services, which have
grown to more than $5 million each in

t gystem. You may already

have a CRM system, but if it doesn’t

have e-mail capabilities, you sxmply can %1
te with other

annual revenue to NAIC-N
New York’s controlling ethies

Acoordmg to EmailStatCenter.com

opinions explain that deing b

(www. ilstatcenter.com), 88% of

with the state makes NAIC-N

a “disqualified source” which cannot
provide gifts of more than nominal
value,” and that the law “is aypllcable
both to a donor and a donee.” (Ethics
C ion Advisory Opi 94-16
and 08.01)

Connecticut is engaged in activi-
ties with NAIC-Newco which appear to
meet the definition of “doing business
with” the state in three ways: 1) making
annual assessment payments to the cor-
poration, 2) contracting for online tax
payments throogh OPTins, 3) serving
as NAIC-Newco's agent by mandating
the use of SERFF. And it is “seeking to
do business with” the insurance depart-
ment as a vendor through SBS.

NAIC-Neweo boasts that it pro-
vides “travel sabsidies to support each
Commissioner’s involvement in NAIC
national meetings.” This mxghi; be

p use
e-mail marketing campaigns to keep
in contact with clients, With b

COVERAGES APPLICABLE

Coverages Applicable is the place to
ook for industey specific insurance
coverage answers. In one easy-to-use
book, explore the insurance needs for
over 650 different types of risks. This
book has been a top reference book for
more than 50 years because it gets to
the point and stays focused! You will
not only identify the coverages your
client needs, you will find 2 simple and
concise explanation of the coverages,
plus the reasons your customer should
consider them. ’
it-is easy to find the risk information
you need The table of contents is
g to 27 different

like that, ch ara your

are purturing leads via e-mail cam-
paigns. The bottomline: You have to
get involved and do'it better than they
do to keep up, or risk losing leads and
never seeing growth.

Using e-mail campaigns to nurture
leads not only will grow your business,
it will save you time. E-mail marketing
islikeap dized ad ign. You

ial categories, plus p i
and farm/ranch risks. The index is an
alphabetical listing of the more than
650 different specific risks that includes
the SIC and NAICS codes.

The 2010 edition updates the coverages
and the SIC and NAICS codes plus adds
almost 50 new risks. In addition, the

can reach leads on 8 more personal-

ized level and cover more ground by
inchuding information on your ageney,
testimonialy, and staff introductions. You
can observe lead behavior and analyze
metrics instantly I you want to cre-

ate brand loyalty and move your leads
quickly through the sales funnel, you
need fo get your agency on board with

interesting to ethica

If the corporation is paying travel,
lodging, etc, for regulators in New
York. Connecticut, and states with
similar laws, then in the eyes of a
reasonable person there is a problem.
Since their laws prohibit the giving
and receiving of improper gifts, NAIC-
Newco i placing its members and
itself in legal jeopardy.

‘While next enjoying Caribbean
winters and New England summers

JUNE 2013

d-nurturing e-mail -

The author

Tim Sawyer is president of Astonish,
a digitel marketing solutions and
insurance sales training company

based in Rhode Island. He has tramed

iness o cial category is
mtroduced 404 pages

THis is a must have for every
produger’s Libracy!

#30040 $75.50 (plus s/h)
< ISBNK 978-1-56461-305-7

CD version
#58011. .. 812600 {plus s/h}

Call today to order!
800.428.4384

The Rongh Notes Company, Inc.
11630 Technology Drive « Carmel, IN 46032

hundreds of insurance prof

in every aspect of the business with «
focus on leadership, digital marketing,
and best sales practices.

O

Phone: (800} 4284384
Fax: {800} 321-1908
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October 29, 2013

The Honorable Ed Royce

United States House of Representatives
2185 Rayburn House Office Building
Washington, DC 20515

Dear Representative Royce,

This letter is the NAIC's response to your questions for the record following my June 13, 2013 testimony before
the Housing and Insurance Subcommittee on the Impact of International Regulatory Standards on the
Competitiveness of U.S. Insurers. 1 apologize for the delay in responding. It took some time to gather the
information requested and I wanted to make sure our responses were accurate and complete.

L

Could you provide a copy of the current NAIC Policy Statement on "Open Meetings'?

The policy is attached (Exhibit A) and is posted on the NAIC web site
at hitp://www.naic.org/documents/meetings naic_policy_mte 801.pdf.

Does this policy still have a drafling note exempting “roundtable discussions, zone retreats and meetings,
commissioners’ conference, other like meetings of the members” from the ‘openness’?

The policy statement applies to all meetings of NAIC committees, subcommittees, task forces, and working
groups. The policy statement includes a drafting note that “Roundtable discussions, zone retreats and

meetings, commissioners’ conferences, other like meetings of the members, and NAIC education programs of
the NAIC are not subject to this policy statement.”

If "NAIC is committed fo conducting its business openly.” do you believe the blanket exemption of all these
meetings undermine its commitment?

No. The NAIC is committed to conducting its business openly and any action taken on NAIC model laws,
regulations or other guidance by any NAIC committee, subcommittee, task force, or working group is taken
in open session as required under the Policy Statement provided above. The NAIC is also committed to
providing a forum for its members to have frank and candid discussions among themselves concering
regulatory issues.

Do you think these exemptions showld be revisited under your leadership?

The NAIC regularly reviews its policies to make sure they continue to meet the evolving needs of our
Members and is currently reviewing the Policy Statement on Open Meetings.
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Could you provide agendas of all “roundiable discussions, zone retreats and meelings, commissioners’
conferences, other like meetings of the members” etc. for the last five years, including. bui not limired 1o,
detes, locations, invited attendees, topics of discussions, handouts, entertainment provided, restaurants
visited, etc., and total amownt expended on such meeiings by NAIC, with breakdowns for different categories
of travel expenses?

Commissioner Roundtable discussions are held at each NAIC National Meeting. Agendas for roundtable
discussions held 2009 to date are attached af Exhibit B. The dates, location, topics of discussion are noted on
the agendas as are any invited guests. Company names have been redacted from all agendas provided where
necessary to maintain statutory confidentiality. Invited attendees are NAIC Members at the time the meeting
is held as well as other state regulators, state legislators and federal regulators depending on the topic to be
discussed.  The NAIC does not separately track expenses associated specifically with Commissioner
Roundtable discussions held at national meetings.

The NAIC membership is divided into four zones and, under the NAIC bylaws, each Zone may hold Zone
meetings for such purposes as may be deemed appropriate by members of the Zone., Because these meetings
are planned by the Zone members, the NAIC does not maintain the agendas. Available expenses for zone
meetings are attached at Exhibit C.

Commissioners Conferences are held at the beginning of each year, Agendas for Commissioners’
Conferences held 2009 to dale are attached at Exhibit D. The dates, location, topics of discussion are noted
on the agendas as are any Invited guests and restaurants visited. Invited attendees are NAIC Members at the
time the meeting is held. Some Members choose to designate a senior staff representative to attend with them
or in their place. Expenses for Commissioners Conferences are attached at Exhibit E.

The NAIC also hosts Commissioners Fly-Ins in Washington, D.C. to allow our Members an opportunity to
meet with their legislative delegations and federal policy makers to discuss issues of common concern.
Agendas for Commissioners Fly-Ins held 2009 to date are attached as Exhibit F. Invited attendees are NAIC
Members at the time the meeting is held. Some Members choose to designate a senior staff representative to
attend with them or in their place. The dates, location, topics of discussion are noted on the agendas as are
any invited guests and restaurants visited. Expenses for these meetings are attached at Exhibit G.

In four of the last five years an interim Commissioners Roundtable was held in conjunction with a summer
interim meeting of the Executive Committee. Agendas for these Roundtable sessions held for 2009 to date are
atiached as Exhibit H, Invited attendees are NAIC Members at the time the meeting is held. Some Members
choose to designate a senior staff representative to attend with them or in their place. The dates, location,
topics of discussion are noted on the agendas as are any invited guests and restaurants visited. Expenses for
the summer meetings are attached at Exhibit 1.

Could you provide a list of all international travel for Commissioners funded by 2 for the last five years-
dates, purposes, travelers, amounts expended, broken down by category, what class airfare was provided, and
what hotels were staved in?

The requested information is attached at Exhibit J.

Could you please list any commissioners from the last five years who have not had any travel expenses paid

Jor by the NAIC for the last five years?

The NAIC believes that nearly all NAIC Members have attended some NAIC Meeting during their tenure and
had some expense reimbursed by the NAIC. There may be exceptions where a commissioner, director or
superintendent served for a short time or in an acting or interim basis.
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Could you provide copies of all ethics rules NAIC has prepared for its officers, executive committee membe
and members in the last five years. Please indicate whether any commissioners have refused to sign their

acknowledgment forms or in any way indicated they will not follow their requirements.

The NAIC Conflict of Interest Policy for the Membership and Acknowledgment Form and Disclosure
Statement for Executive Committee Members are attached at Exhibit K. No Commissioners have refused to
sign or indicated they will not follow the requirements.

If you have any questions concerning any of the information provided, please contact Ethan Sonnichsen, Director,
Government Relations at 202-471-3980 or ESonnichsent@naic.org,

Sincerely,

Senator E. Benjamin Nelson
Chief Executive Officer

[
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Exhibit B
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Exhibit 1

Exhibit K
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EXHIBIT A

NAIC POLICY STATEMENT ON OPEN MEETINGS
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Exhibit A

NAIC POLICY STATEMENT ON QPEN MEETINGS
Revised: October 29, 2007

The NAIC is a private, voluntary nonprofit corporation comprised of state insurance regulators. Although
the NAIC essentially is not a governmental agency charged by state or federal law to perform
governmental regulatory activities, its members are responsible in their respective states with
implementation and enforcement of state laws, regulations and public policy in the best interests of
insurance consumers. Accordingly, the NAIC is committed to conducting #ts business openly subject to
the discretion of the chairpersons of commitiees, subcommiltees, task forces and working groups in those
situations in which public discussions would not be appropriate, which might include but is not intended to
be limited to the following situations:

1. Potential or pending litigation or administrative proceedings which may invoive the NAIC, any NAIC
member, or their staffs, in any capacity involving their official or prescribed duties, requests for briefs
of amicus curiae, or legal advice;

2. Pending investigations which may involve either the NAIC or any member in any capacity;

Specific companies, entities or individuals;

4. Internal or administrative matters of the NAIC or any NAIC member, including budget, personnel and
contractual matters, and including consideration of internal administration of the NAIC by the intermnal
Administration {(EX1) Subcommittee or any subgroup appointed there under;

& Elections of officers of the NAIC;

8. Consultations with NAIC staff members;

7. Consideration of individual state insurance department’s compliance with NAIC financial regulation
standards by the Financial Regulation Standards and Accreditation (F) Committee or any subgroup
appointed there under,;

8. Consideration of strategic planning issues relating to federal legislative matters; or

9. Any other subject required to be kept confidential under any state or federal law or under any judicial
or administrative order.

w

Because not all situations can always be anticipated by the chairpersons, they shall retain the ability to
exercise reasonable judgment in other situations in which public discussions would be inadvisable or
inappropriate.

At the beginning of any regulator-to-regulator session, the chairperson of the committee, subcommittee,
task force or working group shall indicate the reason public discussion would not be appropriate.

This revised policy statement shall take effect and apply to meetings after the end of the NAIC Winter
National Meeting in Houston, Texas, Dec. 2-4, 2007.

[NOTE: (Effective Jan. 1, 1996, conference call meetings are included in the application of the policy
statement, by action of the NAIC on June 4, 1995), Roundtable discussions, zone retreatls and meetings,
commissioners’ conferences, other fike meetings of the members, and NAIC education programs of the
NAIC are not subject to this policy statement. This policy statement was originally adopted by the NAIC
membership during the 19894 Fall National Meeting in Minneapolis, Minnesota, Sept. 18-20, 1884 ]



77

EXHIBITB

NATIONAL MEETING ROUNDTABLE AGENDAS
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Exhibit B

Updated. 3/15/09

REVISED

NAIC 2009 Spring National Meeting
San Diego, C4

ROUNDTABLE
Monday, March 16, 2009
9:00 a.m. — 12:00 p.m.
San Diego Convention Center—Ballroom 6 A—Upper Level

9:00 a.ms. State Insurance Regulator-Only Session (Black or Blue Badge)
(Agenda Items may involve discussions regarding specific individual companies, legal and/or
regulatory actions, or NAIC contractual matters.)

1. Imsurance Company Discussion
Commissioner Roger Sevigny (NH), President

2. AIG Update HANDOUT TWO
Scott Gillis, Sr. Vice President and Chief Financial Officer,
AIG Retirement Services Inc.
Introduced by Commissioner Roger Sevigny (NH), President

3. Company Name Redacted
Commissioner Joel Ario (PA)

4. Section 1033 Consent Litigation
Commissioner Leslie Newman (TN)

Speed to Market Implementation and Assessment Reports HANDOUT THREE
Director Mary Jo Hudson (OH)

o

11:36 a.m. (estimate) Regulator to Regulator/Invited Guests Session

6. Discuss Zone Calls regarding 2009 Winter National Meeting
Commissioner Roger Sevigny (NH), President

7. NAIC Strategic Management Update
Commissioner Roger Sevigny (NH), President
« Edelman - NAIC Media Outreach Update — Maxine Winer, Edelman
« Regulatory Medernization Update - Commissioner Roger Sevigny (NH)

8. Capital & Surplus Relief Working Group Update HANDOUT FOUR
Commissioner Roger Sevigny (NH), President
« 2008 Annual Statement Permitted &
Prescribed Practices Report
Commissioner Roger Sevigny (NHH), President

© 2009 National Association of Insurance Commissioners 1
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9. Treasurer’s Report HANDOUT ONE
Commissioner Kevin McCarty (FL) Secretary-Treasuver

18, Insure U/ HQ Survey Report
Commissioner Roger Sevigny (NH), President

11. Other Matters
Commissioner Roger Sevigny (NH), President

© 2009 National Association of Inswrance Commissioners 2
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£xhibit B

National Assodiation of
insurance Commissioners

Draft: 6/13/09

REVISED
NAIC 2009 Summer National Meeting
Mirneapolis, MN

ROUNDTABLE
Sunday, June 14, 2009
9:00 am. — 12:00 p.m.
{Lunch Provided)
Minneapelis Convention Center — Ballroom A ~ Level |

1. Financial Sector Assessment Program (FSAP) Presentation by Jan Tower, IMF
Introduction by Commissioner Roger Sevigny (NH)

2. Regulatory Modernization Proposal— Commissioner Roger Sevigny (NH)

Other Matters
3. Treasurer’s Report—Commissioner Kevin McCarty (FL) HANDOUT ONE

4. Advisory Organization Examination Oversight (C) Working
Group Update—Commissioner Kevin McCarty (FL) HANDOUT TWO

5. State Budgets—Director Mary Jo Hudson

@ 2009 National Association of Insurance Commissioners 1
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N L . Exhibit 8
ational Assodiation of
nsurance Commissioners
Draft: 12/5/09
REVISED
2000 Winter National Meeiing
San Francisco, CA
ROUNDTABLE
Sunday, December 6, 2009
9:00 a.m. — 12:00 p.m.
(Regulaior-to-Regulator/Invited Guests}
Hilton San Francisco—Grand Salen B—Grand Ballroom Level
AGENDA
REGULATOR-TO-REGULATOR/ANVITED GUESTS SESSION
T, Treasurer’s Report HANDOUT ONE
Commissioner Kevin M. McCarty (FL)
2. Consumer Outreach Plan for 2010 HANDOUT TWO
Commissioner Roger A. Sevigny (NH)
3. Valuation Manual Update
Commissioner Thomas R. Sullivan (CT)
4. Regulatory Modernization Project
Commissioner Roger A. Sevigny (NH)
5. DTA and Other Accounting Issues
Commissioner Alfred W. Gross (VA)
6. Update on HHPRC Long-Term Care Uniform Standards Development
Director Mary Jo Hudson (OH)
7. Reassessing Credit Designations for Residential Mortgage-Backed Securities
Superintendent James J. Wrynn (NY)
8. Multi-State Examination and Cross-Border Communication
Commissioner Kevin M. McCarty (FL)
9. National Treatment: UCAA
Jil Jacobi (CA)
10. U.S. Insurers Investment in Iran HANDOUT THREE

Commissioner Steve Poizner (CA)

& 2009 National Association of Insurance Commissioners 1
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Exhibit 8
Insurance Commissioners

3726/10

REVISED

2010 Spring National Meeting
Denver, CO
ROUNDTABLE
Saturday, March 27, 2018
9:00 a.m. — 12:00 pom.
Lunch Provided
{Regulator-to-Regulator/uvited Guests)
Hyatt Regency Denver—Centennial A-E—JLevel 3

AGENDA
1. Treasurer's Report—Conmmissioner Kim Holland (OK) HANDOUT ONE
2. Consumer Outreach Plan for 2010—Commissioner Jane L. Cline (W} HANDOUT TWO
3. Climate Risk Disclosure Survey—Commissioner Jane L. Cline (W}) HANDOUT THREE
4. Solvency Modernization Initiative Presentation—Director Christing Urias (44) HANDOUT FOUR
5. NAIC Evaluation of Structured Securities—Commissioner Jane L. Cline (WV)
6. Suitability/Reciprocity - Annuity Sales—Commissioner Leslie 4. Newman (TN)
7. Certificates of Insurance-—Director Merle I). Scheiber (SD} HANDOUT FIVE
§.  Property & Casualty Risk Classification Survey—Director Michael T, McRaith (IL)
9. Health Care Reform Implementation—Commissioner Sandy Praeger (KS) HANDOUT SIX

REGUEATOR-TO-REGULATOR SESSION

(The following agenda tems) will be held in regulator-to-regulator session in accordance with
NAIC s adopted policy on open meetings, whereby discussions involve specific companies, entities
or individuals.}

1. Financial Sector Assessment Program (FSAP) Presentation-—Commissioner Kim Holland (OKj

7. Company Name Redacted—Director Michael T MeRaith (IL)
3. Company Name Redacted—Director Michael T. MeRaith (IL)

4. Company Update—Commissioner Leslie A. Newman (TN)

o

Any Other Matters Brought Before the Committee—Commissioner June L. Cline (W)

6. Adjournment

daiRoundtable doc

Wational Meetings\20 10\Spring\Ag

© 2010 National Association of Insurance Commissioners 1
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National Association of Exhibit B

Insurance Commissioners

814710

REVISED
2010 Summer National Meeting
Seattle, WA

ROUNDTABLE
Sunday, August 15,2010
9:00 a.m. - 12:00 p.m,
Lunch Provided in Rooms 615-617
{Regulwtor-to-Regulator/Invited Guests)
Washington State Convention Center—Room 6 B/C—Level 6

AGENDA

1. Welcome State Legislators—Commissioner Jane L. Cline (WV)

v

Financial Crimes Enforcement Network (FinCEN) Presentation on Financial Examination HANDOUT ONE
Handbook of Insurers Anti-money Laundering Programs
— Thomas Fleming, Assistant Direcior for the Office of Compliance

Patrick Lightcap, Compliance Project Officer Regulatory Policy & Programs Division

Financial Crimes Enforcement Network
3. Treasurer's Report—Commissioner Kim Holland (OK) HANDOUT TWO
4. Consumer Qutreach Update for 2010-—Commissioner Jane L. Cline (W¥) HANDOQUT THREE

5. Financial Services Oversight Council (FSOCY— Commissioner Jane L. Cline (W)

6. Standard Valuation Law Impact Study Update—Commissioner Thomas R. Sullivan (CT}

7. Regulatory Modernization Projects/Updates

® Reinsurance Collateral/Accreditation—Director Scott H. Richardson (SC) and
Superintendent Joseph Torti, 11} (Rl

® Surplus Lines Strategic Planning—Commissioner James J. Donelon (LAj

# Reciprocity Recertification Update by the NARAB (EX) Working Group of the Producer
Licensing (EX} Task Force—Director Linda 8. Hall

® Group Supervision—Dr. Therese M. Vaughan, Commissioner dlfred W. Gross (VA), and
Director Ann M. Frohman (NE}

8, Implementation of Health Insurance Reforn
# Medical Loss Ratio (MLR)—Brian Webb (NAIC) HANDOUT FIVE
= Cc Ombudsman— ddministrator Teresa D. Miller (OR}
» Rate Review-—Commissioner Mike Kreidler (W4)
® Premium Review Grant Update —ddministrator Tevesa D. Miller (OR)
® Public Access—Director Mary Jo Hudson (OH) and Administrator Tevesa D. Miller (OR)

9. Retained Asset Accounts (RAASy— Commissioner Thomas R Sullivan (CT) and
Commissioner Roger A. Sevigny (NH)

© 2010 National Association of Insurance Commissioners 1
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Exhibit B

REGULATOR-TO-REGULATOR SESSION
(The following agenda item(s) will be held in regulator-to-regularor session in accordance with NAIC s adopted policy on
open meetings, wherehy discussions involve specific companies, entities or individuals.}

t.  American Trade Association Health Insurance Fraud Alert—Commissioner Kim Holland (0K}

2. Risk Classification Data CallDirecior Michael T. McRaith (1L
3. Multi-State Enforcement (EX) Task Force—Commissioner Mike Chaney (MS) HANDOUT SIX

4. Multi-State Market Conduct Exam Update—Superintendent James J. Wrvin (NY)

wh

Company Update—Superintendent James J. Wrynn (NY)
6, Any Other Matters Brought Before the Committee—Commissioner Jane L. Cline (WV)

7. Adjournment

W iNational Meetingsi2010'Summer\A gendaiRoundtable doc

© 2010 National Association of Insurance Commissioners 2
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HNational Association of Exhibit
nsurance {ommissioners

101910

REVISED

2019 Fall National Meeting
Orlando, FL
ROUNDTABLE
Tuesday, October 19,2010
8:30 aum. ~ 11:30 am.
{Regulutor-to-Regulator/Invited Gresis)
Gavlord Convention Center—Osceola C/D - Baliroom Level

AGENDA
i. Treasurer’s Report——Commissioner Kim Holland (OK) Handout One
2. Proposed 2011 NAIC Budget—Commissioner Susan E. Voss (14) Handout Two
3. Conswmer Cutreach Update—Conmnissioner Jane L. Cline (W1} Handout Three
4. Group Holding Company Model—Director Ann M. Frohman (NE)
5. Financial Stability Oversight Council (FSOC) Update—Director John M. Huff (MO}
6. Health Care Reform: Wrapping up work on MUR-~Commissioner Sandy Praeger (KS) Handout Four
7. Surplus Lines Implementation Update—Commissioner James J. Donelon (L4)
8. NARAB Update—Director Linda S. Hall (4K}
9. Separate Accounts ~—Commissioner Alfred W. Gross (V4} Handout Five

10. Consumer System to Identify Missing Life Insurance Policies—Director Mary Jo Hudson (OH)
and Commissioner James J. Donelon (LA}

. Any Qther Matters Brought Before the Committee—Commissioner Jane L. Cline (W)

REGULATOR-TO-REGULATOR SESSION
(The following agenda item(s) will be held in
NAIC s adopred policy on apen meetings, wherehy discussions involve specific companies, en
or individuals.}

on in accordance with
tities

1. Federal Claims Issue—Director Mary Jo Hudson (OH)
2. Officer Elections—Commussioner Jane L. Cline (WV)
3. Multistate Settlement Update—Superinfendent James J. Wrynn (NT)

4. Adjournment

feetings\2010WFallAgendaiR doc

© 2010 National Association of Insurance Commissioners 1
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National Assodiation of
nsurance Commissioners

FINAL
201 1Spring National Meeting
Austin, TX

ROUNDTABLE
Sunday, March 27, 2611
8:00 ~ 11:00 am.
Austin Convention Center—Ballroom D-—Level 4

(Regulator-to-Regulator/Invited Guesis)
AGENDA
The Health Care Accreditation Process: A Quality Improvement Tool for Regulators——Presentation by Alan

P. Spiehman, URAC President and CEQ; Mara Qsman, URAC Director of Government Relatior
Christine Levden, Sendor Vice President and Chief Accreditation Qfficer —Superintendent Mila Kofinan (ME)

Treasurer’s Report—Director Michael 1. McRaith (11)
Consumer Qutreach Plan for 201 1-—Commissioner Susan E. Voss (14)
Executive Commitiee Task Force Recommendations-—Commissioner Susan E. Voss (14}

Professional Health Insuran
~LCommissioner Kevin M. 2

Advisors {(EX) Task Force Public Hearing
ity (FL)

28
Capital Markets and Investment Analysis Office—Conmissioner Susan E. Voss (14)
Discussion of NARAB H-—Commissioner Roger A. Sevigny (NH)

Online Premium Tax for Insurance (OPTins}—Commissioner Roger 4. Sevigny (NH}

Surplus Lines Imy Ton-—L issioner James J. Donelon (LA)

. Solvency Modernization Initiative Update—-Director Christina Urigs (42)

. Holding Company Model Law Implementation—Therese M. Faughan, Ph.D (NAIC)
. Annuity Suitability Model Implementation—Commissioner Susan E. Voss (I4)

. International Relations Update-—Commissioner Kevin M. McCerty (FL)

. Any Other Matters Brought Before the Committee—Conmissioner Susan E. Voss (14)

REGULATOR-TO-REGULATOR SESSION

{The following agenda item(;
ot b 4

will be held in regudator-to-regulator s

=

.

L whereby discussions involve specific companies, entities or Individuals }

. Company Name Redacted-—Commissioner Kevin M. MeCarty (F1)

. Multistate Examinations/Settlements Covering Life and Annuity Settlement Practices including

Unclaimed Property—Commissioner Kevin M. McCarty (FL)

. Company Name Redacted-—(Guaranty Fund Coverage

—Superintendent James J. Wrvan (NY)! Therese M. Vaughan, PR.D (NAIC)

. Adjourn

© 2011 National Association of Insurance Commissioners

Exhibit B

Attachment One

Attachment Two
Attachment Three

Handout One

Attachment Four

on in aeeordance with NAIC s adopted policy on open



i1/

2.

w3

16.

it

© 2

87

National Assodation of
Insurance Commissioners

37

FINAL
2001 Fall National Meeting
Washington, DC

ROUNDTABLE
Friday, November 4, 2011
8:30 a.m. ~ 12:00 p.m.

Gaylord Convention Center—Potomac Ballroom A/B—Level 2

{Regulator-to-Reguiator/Invited Guests)
AGENDA

FinCen Memoranda of Understanding
—-Jim Freis, Direcior, FIrRCEN — Financial Crimes Enforcement Network

FIO Update—AMichael T. McRaith, Director, Federal Insurance Offi

Treasurer’s Report-—Commissioner Adam Hamm (ND)
2012 NAIC Budget Proposab—Commissioner Kevin M. MeCarty (FL)
Consumer Outreach 2011 Update—Commissioner Susan E. Voss (I4)
Solvency Modernization Initiative Update—Director Christing Urias (42}
International Update—Commissioner Kevin M. McCarty (FL)
» Discussion of International Monetary Fund Financial Sector Assessment Program
Recommendations
» ComFrame
+ Bl Dialogue

State Producer Examination Process—Commissioner Roger A. Sevigny (NH)

Recognize Senior Professional in Insurance Regulation (SPIR) Designation Recipients
wCommissioner Susan E. Voss (14}

Any Other Matters—Commissioner Susan E. Voss (14)

Adjourn and Convene Plenary Session

011 National Association of Insurance Commissioners 1
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Attachment O

Attachment Twc

Attachment Threc

Attachment Fow

Attachment Five

Attachment Six
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National Assodiation of
nsurance Commissioners

3/3/12

FINAL
2012 Spring National Meeting
New Orleans, L4

ROUNDTABLE
Sunday, March 4, 2012
9:00 a.m. — 12:00 pom.
Hilton New Orleans Riverside—Grand Ballroom B-D—1" Level

{Regulator-to-Regulator/Invited Guests)

AGENDA
1. Treasurer’s Report—Commussioner Monica J. Lindeen (MT)
2. 2012 Consumer Outreach Plan—Commissioner Kevin M. McCarty (FL)

3. NAIC/ Financial Crime Enforcement Network (FinCen) MOU
-Commissioner Roger A. Sevigny (NH} / Superintendent Joseph Torti I (RD

4. 2012 Kev Regulatory Initiatives—Commissioner Kevin M. McCarty (FL}

1. Coordination with Federal Insurance QOffice—Conmissioner Kevin M McCarty (FL)
1. Market Regulation—Commissioner Sharon Clark (KY)
fiI.  State Insurance Producer Licensing / NARAB Il—Commissioner Roger A. Sevigny (NH)
1V, Actuarial Guideline XXX VI (AG38) / Principle-Based Reserving system (PBR)
—Commissioner Eleanor Kitzman (1X) / Commissioner Susan Voss (I4)
V. Group Supervision—Director Christina Urias (42}
* Model Holding Company Act and Regulation
» Supervisory Colleges
o Own Risk and Solvency Assessment (ORSA}
VI.  Accreditation Program-—Commissioner Eleanor Kitzmean (TX)

[

TAIS 2012 Annual Conference-—~Insurance Supervision: Foundations for Global
Financial Strength—NAIC Host—onmissioner Susan Voss (I4) ’

6. Any Other Matters—Commissioner Kevin M. McCarty (FL)

7. Adjourn to Regulator-to-Regulator Session

€ 2012 National Association of Insurance Conunissioners 1

Exhibit B

Attachment One

Attachment Two

Attachment Three
Attachment Four
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National Association of
Insurance Commissioners

FINAL
2012 Spring Notional Meeting
New Orleans, 14

ROUNDTABLE
Sunday, March 4, 2012
9:00 a.m. - 12:00 p.m.
Hilton New Orleans Riverside—Grand Ballroom B-D—1" Level

BEGUIATOR-TEREGULATOR SESSION

(The following agenda item(s) will be held in regulator-to-regulator session in accordance with NAJC's adopted policy on
open mestings, whereby discussions invalve specific companies, entities or individuals.)

1. First Surety Update—Commissioner Michael . Consedine (P4}

2. Life/Annuity Claims Settlemment Practices-- Commissioner Michael F. Consedine (P4}
# Prudential Settlement

= Status on others

3. NAIC Process Issues—Commissioner Susan E. Voss (14)
» Resolution Process
s Conflict of Interest Policy

4. Adjournment

© 2012 National Association of Insurance Commissioners
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insurance {ommissioners

&11/12

FINAL
2012 Summer National Meeting
Atlenia, GA

ROUNDTABLE
Sunday, August 12,2612
$:30 a.m. — 12:00 pom.
Atlanta Marriott Marquis—Atrium Ballroom—Atrinm Level
{Regulator-to-Regulator/Invited Guesis)

AGENDA

1. Treasurer’s Report—Commissioner Mornica J. Lindeen (M1} Attachment One

=

2013 NAIC Budget—Commissioner James J. Donelon (1.4)

3. Intermational Association of Insurance Supervisors (TAIS) Activities
—Peter Braumifter, Chatrmar, FAIS Executive Commitiee

4. 1AIS 2012 Annual Conference—Insurance Supervision:
Foundations for Global Financial Strength—NAIC Host
—Commissioner Susan E. Voss (I14)

5. 2012 Consumer Qutreach Plan—Commissioner Kevin M. McCariv (FL} Attachment Two

6. 2012 Key Regulatory Initiatives-—Commissioner Kevin M. McCarty (F1) Attachment Three
» Coordination with Federal Insurance Office—Commissioner Kevin M. McCarty (FL)
& Market Regulation—Commissioner Sharon P. Clark (KY)
 State Insurance Producer Licensing / NARAB U—Commissioner Roger A. Sevigny (NH)
= Actuarial Guideline XXXV (AG38) / Principle-Based Reserving System (PBR)
~—Conmmission: anor Kitzman (1 “ommissioner Susan . Voss (14)
& Group Supervision—/irector John M Huff (MO)
# Accreditation Program—Commissioner Eleanor Kitzman (1X)

7. International Update—Commissioner Susan £. Voss (I4)
8. FinCEN MOU—Superintendent Joseph Torti 1 (Ri}
9. Veterans Administration Benefits to Seniors—Commissioner Shavon P. Clark (KY)

10, Computerized Claims Systems
----- Commissioner Sharon P. Clark (K'Y} and Commissioner Stephen W. Robertson (IN}

11, Offshoring—Direcior dndrew Boron (1L}
12. Health Reform Update—Commissioner Sandy Praeger (KS)

13. Any Other Matters—Commissioner Kevin M. MeCarty (FL)

.

. Adjourn to Regulator-to-Reguiator Session

WNational Meetings\2012'SummeriAgendaiRoundtable Draft doex

© 2012 National Association of Insurance Commissioners 1
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National Assodiation of Exbibit B
nsurance Commissioners
Updated: 11/30/2012 9:18:46 AM
FINAL
2042 Fall National Meeting
Washington, DU
ROUNDTABLE
Friday, November 30, 2012
10:00 am. — 12:00 p.m,
Gaylord Convention Center—Maryland Ballroom A-D—Level 2
(Regulator-to-Regulator/dnvited Guests)
AGENDA
1. Treaswrer’s Report—Commissioner Monica J. Lindeen (MT) Handout One
2. Proposed 2013 NAIC Budget Update—Cammissioner James J. Donelon (LA)
3. Storm Sandy Update—Conmumissioner Kevin M. McCarty (FL)
4. Consumer Education/Outreach Update—Commissioner Kevin M. McCarty (F1)
5. 2012 Key Regulatory Initiatives Update—Commissioner Kevin M. McCarty (8L} Handout Two

Under the Principle-Based Reserving (PBR) inttiative, a discussion of the following two ftems:

o Discuss Proposed Valuation Manuab—Commissioner Jufie Mix McPeak (TN}

© Discuss Captives and Special Purpose Vehicles (SPVs) utilized by Life Insurers-—Superintendent Joseph Torti 1T (RI}
6. Discuss Qualified Jurisdiction (Reinsurance) Proposal-—Commissioner Michael . Consedine (PA4) Handout Three
7. International Update—Commissioner Susan £. Voss (14)
8. Corporate Governance (E} Working Group Update—Director John M. Huff (MO}
9, Unauthorized Business of Insurance by U.S. Insurers in Foreign Jurisdictions—Commissioner Eleanor Kitzman (TX)
10. Public Access Proposal from the Speed to Market (EX) Task Force—Commmissioner Roger A. Sevigny (NH)
11, Release of Public Data in the NAIC Market Information Systems—Commissioner Stephen W. Robertson (IN)
12. NAIC 2013 Commissioners’ Conference-—Commissioner James 1. Donelon (L4)
13. Any Other Matters—Comumissioner Kevin M. MeCarty (FL)

14. Adjournment

£ 2012 National Association of Insurance Commissioners i
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Insurance Lommissioners

Draft: 4/6/13

FINAL
2013 Spring Neiorad Meeting
Houston, TX

ROUNDTABLE
Sunday, April 7,2013
9:00 a.m. — 12:00 p.m.
Hiiton Americas—Baliroom of the Americas—ILevel 2
(Regulator-to-R Tnvited Guests}

AGENDA

1. National Association of State Fire Marshals
Corrugated Stainless Steel Tubing—Commissioner Jims Donelon (14)

2. Qutreach io Sovereign Nations—Commissioner Johm D. Doak (OK) Attachment One
3. Treasurer's Report—Commissioner Michael F. Consedine (P4) Attachment Two
4. Consumer Education/Qutreach Update—Commissioner Jim Donelon (LA} Attachment Three

5. Accreditation Program/Regulator Exchange—~Commissioner Fleanor Kitzman (TX}
6. Model Holding Company Act-—Direcior John M. Huff (MO)

7. International Insurance Activities—Conumissioner Thomas B, Leonardi (CT)

8. PPACA Implementation/Regulatory Alternatives—Commissioner Sandy Praeger (KS)
9. FIO Monitoring of Accessibility and Affordability Issues—Commissioner Sharon P. Clark (KY}

10, Insurer Fee Accrual Issue~—Superintendent Joseph Torti 111 (R])

1L Moving Insurer Activities Offshore—Commissioner Sharon P. Clark (KY) and
Commissioner Stephen W. Robertson (IN)

12, NIMA Associate Memberships—Director Merle Scheiber (SD)} Attachment Four

13. Dodd-Frank Consumer Protection and Wall Street Reform Act
—Commissioner Michael F. Consedine (PA)

14, Any Other Matters—Commissioner Jim Donelon (L4)

© 2013 National Association of Insurance Commissioners 1
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National Assedation of
nsurance Commissioners

46713

FINAL
2013 Spring National Meeting
Houston, TX

ROUNDTABLE
Sunday, April 7, 2613
Inpnediately following 9:004M Session
Hilton Americas—Ballroom of the Americas—Level 2

REGULATOR-TO-REGULATOR SESSIQN

The following agenda item(s) will be held in regulator-to-regulator session in accordance with NAIC's adopted policy on
apen meelings, whereby ¢ sions involve specific companies, entities or individuals.

{.  Report on State Insurance Regulator Secondment at FINMA Attachment Five
e ammissioner Thomas 8. Leonardi (CT)

2. Unfair Life Insurance and Annuity Claims Settlement Practices Attachment Six
—Commissioner Kevin M. McCarty (FL)

3. Any Other Matters—Commissioner Jim Donelon (L4}

4. Adjournment

© 2013 National Association of Insurance Commissioners 2
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nsurance Commissioners

Draft: /24713

2013 Summer Nutional Meeting
Indianapolis, IN

ROUNDTABLE
Sunday, August 25, 2013
9:00 a.m. ~ 12:00 p.m.
JW Marriott Indianapolis—JW Grand Baliroom 5-6—Level 3
(Regulator-to-Regulator/dnvited Guests)

AGENDA
1. Federal Housing Finance Agency (FHFAY—Office of Housing and Regulatory Policy Presentation Atachment One
Jim Gray, Manager
2. Treasurer’s Report—Conmissioner Mike Conseding (PA) Attachment Two

3. Update on 2014 NAIC Budget Process-—Commissioner ddam Hamm (ND)
4. Consumer Education/Qutreach Update—Commissioner Jim Donelon (LA}
5. Update on Oklahoma Disaster Recovery-—Cammissioner John Doak (OK}

6. NAIC Governance Review—Director John Huff (MO}

-

Update of Principle-Based Reserves (PBR) / Captives
wCommissioner Julie Mix McPeak (TN} and Superintendent Joe Torti (RI}

8. Update on Health Care Implementation—Commissioner Sandy Praeger (KS)
9. Update on Holding Company / Group Supervision—Director John Huff (MO}
10. NAIC/American Indian Liaison Committee—Comemissioner Jim Donelon (1.4)
11. International Insurance Activities—Commissioner Tom Leonardi (CT)

12. 2014 Consumer Representatives——Commissioner Wayne Goodwin (NC)

13, Any Other Matters—Commissioner Jint Donelon (LA)

WiSummer 1 3\Agenda\Roundiable AGENDA_Aug2d docx

© 2013 National Association of Insurance Commissioners i
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Exhibit D

Hational Assodiation of Insurante Commissionars

Agenda; Updated 2/12/09
2009 NAIC Commissioners Conference
Coconut Point Hyatt Hotel
Bonita Springs, Florida
February 15 - 18, 2009

Notes:

o Meeting attire is business casual.

«  The NAIC Executive Committee {committes members only, no proxies) should arrive
on Saturday, February 14™, to begin meeting at 9:00 a.m. on Sunday, February 15",

»  All NAIC attendees and guests are invited to a reception and dinner beginning at
6:00 p.m. on Sunday, February 15" The Commissioners Conference will officially
begin Monday, February 16%, with breakfast beginning at 8:00 am.

SATURDAY, FEBRUARY 14, 2009

5230 pom. t0 6230 pan. informal Reception in Commissioner Sevigny's Room
T g, informal Dinoer {Optional}

Location: Rookery Bay Suite (3™ Floor)

SUNDAY, FEBRUARY 15, 2009

Executive Committee Meeting
Location: Estero Ballroom “B & C” (Lobby Level)
Invitees: Executive Committee members only (no proxies)

8:36 aum o 9300 aom. Breakfust Bafiet
Location: Estero Tervace & pre-function Area

Ml am, — 9015 o Weleome Message
18 gan, e HEHY wom. CEO/Board Dialogue

s D.C. Office Transition

o Center for Insurance Policy and Resedrch
Implementation

o Qutreach Efforts (NAIC Members, Congress, Federal
Regulators, Trades, Others)

s D.C/KCNY Coordination



HRO8 am. - HE3 e

1030 2w — 1230 pom,

Noow - Ll po.

o3 gy 203 puan,

T30 g, — 30 o,

300 porm - 3230 pamg

EECHE RN

6:00 pan

100

Exhibit D

Financial Analysis/Status of
Insurance Industry Attachmient A
Strategy Management Plan — Defining 2009
Strategies and Action Plans Attachment B
+ Regulatory Modernization Attachment
Working Lunch (in meeting room)
Strategy Management Plan — Defining 2009
Strategies and Action Plans
« National Meeting Issues
s Producer Licensing Attachment D
=« Market Regulation Reforms Attachment E
« Health lnsurance Reforms ) Attachment F
«  Speed to Market Reforms ; Attachment G
«  Solvency Modernization Initiative Attachment H
Preparation for Commissioners Conference Strategy
Discussions and Wrap-Up
Executive Committee Business
s Review/Discuss 2009 Amended Charges Attachment |
s Review Proposed NAIC Bylaw Changes Attachment J
= Review Proposed SERFF Bylaw Changes Attachment K
+  SVO Initiatives Working Group — NRSRO

Proposal Attachment L

Adjonrs Exeoutive Committee

Welvome Reveption and DHoner for All Attendess and
Guests
Location: Waterfall Pool Deek

MONDAY, FEBRUARY 16, 2009

Commissioner Conference Begins
Location: Estero Ballroom (Lobby Level)
Invitees: All Commissioners, Directors & Saperintendents and Senior Staff Members

8130 aom. o 9200 aum.

08 san. — 915 aom.

Breakfast Buffet
Location: Estero Terrace & Pre-function Area

Welceme Message



S35 oy e T

10:06 g, 1100 poen

e,

et

A posn, 00 pua

A0 prowr, e SO0 pon,

S:08 o
505 paw

i pni.

s g~ TH30 s,

13 aam, - L5030 pam,

101

CEOG/Membership Dialogue

Financial Analysis/Status of
Insurance Industry

Presentation of Consumer Perspectives
Bob Hunter, Consumer Federation of America

Lunch (Lecation: Estero Terrace)

Strategy Management Plan - 2089
Strategies and Action Plaus

»  Regulatory Modernization

Strategy Management Plan - 2009
Strategies and Action Plans

« Producer Licensing
Adjsurn
Group Phate

Dinner for Al Aftendess

Exhibit D

Attachment A

Attachment B

Attachment C

Attachment D

Location: Tarpon Bay Restauraut, Hyasr Regency

Coconut Point

TUESDAY, FEBRUARY 17, 2009

All members will have the opportunity to record state-specific tags for the NAIC s Long-
Term Care Public Service Announcement (PSA) at no expense to the state. Also,
members that have not already recorded a customired tag for the Disaster Preparedness
PSA (taped last year) will have an opportunity to tape this customized tag. Taping should
take approximately 15 minutes and business attire is recommended. If you haven’t
already confirmed a time, please see Scoit Holeman.

88 aom. -~ B30 nom

B:30 g, —— 1100 50m,

Breakfast Buflet

Location: Estero Terrace and Pre-function Area

Strategy Management Plan — 2009
Strategies and Action Plans

s SVO Initiatives Working Group — NRSRO

Proposal
» Market Regulation Reforms
»  Health Insurance Reforms
«  Speed to Market Reforms

Attachment L
Attachment E
Attachment F
Attachment G
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P00 Noon 2009 Repulatory Priorities

®

Company Name Redacted
GRLC Update - State/Federal Legislative
Issues Attachment M

Noan e TH pom, Waorking Lunch
Location: Estero Terrace

Nogon -~ 21 pon Messaging Discussion with Edelman
Neil Fleiger, Chairman, Global Public Affairs

2230 po - 0 pam, 2009 Regulatory Priorities

*

*

Reinsurance Modemization ~ Implementation

of Proposal Atftachment O
Solvency Medemnization Initiative Attachment H
Principles Based Reserving Attachment P
HRLG Update ~ International 1ssues Attachment N
Indexed Aunuities Attachment
Regulatory Modernization (If needed)

ERUIRINHN Adjourn

S ponn & 600 pom Boats Depart for Dinner for Adb Alfendees
Location: Big Hickory Istand (hoats depart Muring af
5:45 pom. and 6:00 pon )

WEDNESDAY, FEBRUARY 18, 2609

R0 Breakfast i Avallable
Location: Estero Terrace

§:30 wan. — 1100 aam, NAIC Operational Priorities

®

Proposed NAIC Bylaw Changes Attachment J
Proposed SERFF Bylaw Changes Attachment K
D.C, Offive ~ Center for Insurance

Policy and Research

Any Other NAIC Business

[REHEWTT R, § SRIEENTN Wrap-Up

[ESRIUETNE IR Conterence Adjourns
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Exhibit D
National Association of lnsurance Commissioners
2010 NAIC Commissioners Conference
Coconut Point Hyatt Hotel
Bouita Springs, Florida
February 5 - 8, 2010
« Meeting attire is business casual.
« Al NAIC attendees and guests are invited to a reception and dinner beginning at
6:00 p.m. on Friday, February 5™, The Commissioners Conference will officially
begin Saturday, February 6" with breakfast beginning at §:00 a.m.

FRIDAY, FEBRUARY 5§, 2010
6:00 p.m. Welcome Reception and Dinner for All Atfendees and

Guests

Location: Waterfall Pool Deck
SATURDAY, FEBRUARY 6, 20106
Commissioner Conference Begins
Location: Estero Ballroom
Invitees: All Commissioners, Directors & Superintendents and Senior Staff Members
8:30 a.m. — 9:00 a.m. Breakfast Buffet

Lacation: Estero Ballroom Foyer and Terrace
900 am. — 915 am. Welcome Message

+ Presentation of NAIC Value of Services Report
9:15 am. — 11:30 a.m. Discussion of Key Initiatives for 2010

» Presentation of Congressional Agenda and

Legislative Landscape for 2010 Attachment A
« International Strategy Planning and International
Impact on State-Based Regulation Attachment B
s Solvency Modernization Initiative Attachment C

+ Regulatory Modernization Attachment D
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Exhibit D

18:30 aom, ~— 12:30 pom, Lunch (in meeting room)
(Keynote speaker — Invite extended to Pat Baird, Aegon
for Discussion of International Issues and Global U.S.
Based Company Perspective)

12:30 pom. — 4:00 pan. Discussion of Key Initiatives for 2010
» Regulatory Modernization

4:00 p.a. Adjourn

4:08 pom. Group Photo
Location: TBD

H:08 pom. Dinner for Al Attendees
Location: Tarpon Bay Restaurant

SUNDAY, FEBRUARY 7, 2010

8:00 a.m, — 8:30 a.m. Breakfast Buffet
Location: Estero Ballroom Foyer and Terrace

8:30 aom. — 11:30 am. Discussion of Key Initiatives for 2010
s Health Insurance Reforms Attachment E

1130 am, — 12:30 pom,  Lunch
Location: Estero Terrace

12:30 pom. — 1130 pom Company Name Redacted

1:30 pom.— 4:00 pom. Discussion of Key Initiatives for 2010
o Risk Assessment Examination Plans —~ Review by
NAIC

«  Market Regulation Reforms Attachment F
s Producer Licensing Reforms Attachment G
s Speed to Market Reforms Attachment H
= HPRC Strategy Attachment I
» Update on SVO Operational Considerations Attachment J
e 151A/Suitability Model Strategy Attachment K
= Climate Change Survey Attachment L

4:00 pam. Adjourn
6:00 p.m. Dinner for All Attendees

Super Bow! — available via TV monitors (Calusa
Ballroom F, G and H)
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Exhibit D
Privileged and Confidential
For NAIC Members Only

MONDAY. FEBRUARY 8, 2010

8:00 a.m.

8:30 a.m. -~ 9:00 a.m.

9:00 aam, — 11:00 a.m.

11:00 a.m. — 11:30 a.m.

11:30 aam.

Breakfast is Available
Locarion: Estero Baliroom Fover and Terrace

Company Name Redacted
Standing Committees — Key Initiatives for 2010
s Overview of NAIC Committee Assignment Process
+  Brief reports from Committee Chairs — Plans for
Completing Priority Charges Attachment M

Uafinished Business and Wrap-Up

Conference Adjourns (Box Lunches Available)



Exhibit D
Privileged and Confidential
For NAIC Members Only

As of 13111

Wational Association of Insurance Commissianers

NAIC Commissioners Conference Agenda
February 4-6, 2011

ERIDAY, FEBRUARY 4, 2011

6:00 p.m.—6:45 p.m. Welcome Reception - Main Pool
6:45 p.m.—8:00 p.m. Dinner - Indian Wells J/K
8:00 p.m.—9:00 p.m. Desserts & “Insurnament Challenge” — Indian Wells L/M

SATURDAY, FEBRUARY §, 2011

Invitees: All Commissioners, Directors, Superintendents, Administrators and Senior Staff

7:45 a.m.—8:30 a.m. Breakfast Buffet
Location: Fairway Terrace/Desert Vista Foyer

8:30 a.m.—8:45 am. Welcome -~ NAIC President, Commissioner Susan Voss
Location: Desert Vista Ballroom

8:45 a.m.—10:30 a.m. State of the Association Attachment A
e Building on our Accomplishments of 2010 as
We Move Forward in 2011
« Regulatory and Legislative Initiatives for 2011

10:30 am.—11:30 2., Roundtable/Group Discussion Issues Attachment B
« Producer Licensing & NARAB
«  Market Regulation
» - Regulatory Modernization

11:30 p.m.—11:45 p.m. Group Photo — Business Attive ~ Fabrway Terrace
12:00 p.m.—1:00 p.m. Lunch - Indian Wells L/M Attachment C

Guest Speaker — Professor Breada Cude
NAIC Consumer Funded Representative

1:30 p.m.—3:30 p.m. Roundtable/Group Discussion Issues {continued)
3:30 pm. Adjourn
6:00 p.m. Dinner — “TOP CHEF” Competition

Location: Indian Wells L/M

Please note: Individual Commissioner Public Service Announcement (PSA) tapings will run
throughout the day. Communications will notify your appointment time, {Hibiscus Room A/B-
Business attire)
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Privileged and Confidential
For NAIC Members Only
Asef 131711

Natjoral Association o Insurance {ommissioners

SUNDAY, FEBRUARY 6, 2011

7:30 a.m.~—8:00 a.m.

8:00 a.m.—8:30 aam.

8:30 a.m——9:00 a.m.

9:00 a.m.——10:30 a.m.

16:45 a,.m.—Noon

Noon—1:00 p.m.

1:15 p.m.—2:36 p.m.

2:30 p.m.

3:00 p.m.

Breakfast Buffet
Location: Fairway Terrace/Desert Vista

Member Services/New Member Briefing Attachment D
Location: Desert Vista Ballroom

NAIC Perspective: Federal Update

Federal & State Political Outlook Attachment E
-~ Keynote Speaker — Charlie Cook

Publisher of the Cook Political Report and

Columnist for the National Jowrnal

State Insurance Commissioner Panel Discussion

~“Things I Wish | Knew When I First Became an Insurance
Commissioner”

Location: Indian Wells K

Lunch
Focation: Indian Wells I-K

NAIC Zone Meetings

Northeastern Zone —~ Desert Vista Bollroom
Southeastern LZone — Ocotiflo (Across from Balfroom)
Midwestern Zone —~ Nopales (Across from Ballroom)
Western Zone — Hibiscus Room (Main Building, 3 Fir)

Adjourn

Reception and Dioner for All Attendees & Guests
Super Bowl —available via TV monitors

Kickoff Time - 3:20 p.m. PST

Location: Indian Wells L/M
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i and Confidential

10 Members Only

2012 Commissioners Conference

Agenda
February 3-8

Fontainebleau Hotel
Miami Beach, Florida
Friday, February 3, 2012
6:30 pm Commissioners Dinner (Jnformal) Gotham
For Commissioners arriving early, a dinner _Ste&@ou&&
reservation  will be held at Gotham Fontainebleau
Steakhouse. Please meet at the restaurant {in Hotel

the hotel) at 6:30 p.m.

Plea

inaic.org if vou plan to attend.

{Dress is casual)
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Hational Association * nsbrance Lommisionuss

2012 Commissioners Conference
Agenda

Invitees: All Commissioners, Divectors, Superintendents, Adntinistrators and Senior Staff

Baturday, February 4, 2012

Morning Open Schedule/Free Time Breakfast Options
Fontainebleaw Hotel
Sole Coffee &Pastries
Vida Restaurant
Lobby Level

1100 am Launch Served Fleur De Lis Room
Lobby Level

110 am - 1015 am Luncheon Welcome Address - Fontaine Room
The Honorable Kevin McCarty, Lobby Level
Commissioner Florida

1318 am -~ 1230 pm Luncheon Keynote Speaker
19

Michael 8. Barr
Professor of Law, University of Michigan Law School
and Sexior Pellow at the Center for Amerivan
Progress and the Brookings Institution
Former LS, Department of the Treasury's Assistant
Secretary for Financial Institutions

12130 pm =~ 1330 pm Strengthening the 118, Global Position
Evan Greenberg, Chairman ACE Limited

180 pm ~ 145 pm BREAK

Vb pm - 2115 pm Briefing Federal Insurance Office —
2012 FI10 Report

235 pm -~ 300 pm 2012 Key Regolatory Int

NAIC Partnership with FIQO

3:00 pm - 3115 pm BREAK
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Haticap! Associaties - Invarance Cormmistiners

2012 Commissioners Conference
Agenda

Tnvitees: All Commissioners, Directors, Superintendents, Administrators and Senier Staff

Saturday, February 4, 2012
{continued) ‘
315 pmo~- 4215 pm Strengthening Dur National Syster of State- Fontaine Room

Based Insurance Regulation® Perspectives of Lobby Level
Former Commissioners

Ann Frohman, Esq., Senior VP, Government &
Industry, Physicians Mutual

Mary Jo Hudson, Fsq., Bailey Cavalieri, LLC
Tom Sullivan, Advisory Partner
PricewaterhouseCoopers, LLP

4715 pin - 4:30 prm BREAK

4130 pra -~ B30 pm 2019 Key Regulatory Inttiative
Group Supervision
{ORSA, Supervisory Colleges and implementation
of the Model Holding Company Act & Model
Holding Company)

630 pm Welcome Reception La Cote Lawn
700 g Dinner

(411 Attendees & Guests are welcome to attend)
(Dress is casuall
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2012 Commissioners Conference
Agenda

Invitees: All Commissioners, Divectors, Superintendents, Administrators and Senior Staff

Sunday, February 5, 2012

8100 am — 900 am

900 am -~ 945 am

945 am -~ 1045 am

1045 am — 11100 am

1300 am ~ 1200 pm

12:00 pm—12:15 am

12:15pm

12715 pm — 2000 pm

200 pm - 2715 pm

245 pm - 300 pm

300 pm — 345 pm

Breakfast Buffet Flour De Lis Boom
Lobby Level

Consumer Advocate Speaker Fontaine Boom
Robert Hunter, Director of Insurance, Lobby Level
Consumer Federation of America (CFA) and

Travis Plunkett, Legislative Director, CFA

2012 Key Regulatory Inifiative
NAIC Accreditation Program

BREAK

Strengthening Our National System of State-
Based Insurance Regulation: A CRBO's
Perspective

Ted Mathas, CEQ New York Life

Group Photo — Business Attire Location - TBD

Lunch Served Fleur Pe Lis Room
Lobby Level

Luncheon Keynote Speaker Fontaine Room
Stuart Rothenberg, Editor and Publisher of Lobby Level
The Rothenberg Political Report and

Jolumnist for Kolf Cail

BREAK

2012 Koy Begulatory Initiative
Market Regulation

2012 Key Regulatory Initiative
and MARAB 11

Producer Licensing
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ance Commissinngn

2012 Commissioners Conference
Agenda

Tavitees: All Commissioners, Directors, Superintendents, Admivistrators and Senior Staff

Sunday, February 5, 2012

(continued)

345 pm - 445 pm NAIC Zone Meetings
= Northeast Zone Refloct Hoom
»Southeast Zone Fontaine Room
=Midwest Zone Plunge Boardroom
sWestern Zone Splash 13 Room

5730 pm Reception and Dinner Glimmer 5 and
(A} Aitendees and Guests are weleome to Terrace

attend. Dress is casuall
6:25 PM Eastern — anticipated kick-off fime
Super Bowl-available via TV monitors

Monday, February 6, 2012

/00 am ~ 900 am Breakfast Buffet Fleur De Lis Room
Lobby Level

GO0 am — 1000 am 2018 Koy Regulatory Initiative Fontartae Room
Acturrial Huideline 38 Lobby Level
Principles-Based Reserving ’

1000 am ~ 10145 am  Committee Chair Reports

10:45 am ~ 11115 pm  Wrap-Up

11715 am Adjourn / Departures — Boxed Lunches Available
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National Association of
Insurance Commissioners
2013 NAIC Commissioners Conference
February 1-4, 2013
Marriott Frenchman’s Reef & Morning Star Hotel
St. Thomas, Virgin islands
Agenda
FRIDAY, FEBRUARY 1, 2013
6:00 p.m. Commissioner Conference Welcome Reception and Dinner
Location:  Main Pool Deck
Invitees: All Commissioner Conference Attendees and Guests
SATURDAY, FEBRUARY 2, 2013
Commissioners Conference
Location:  Grand Harbour Ballroom HH/IV
Invitees: All Commissioners, Directors, Superintendents and Senior Staff
7:45 a.m, Breakfast Buffet [Grand Harbour Ballroom i}
8:30 a.m. Welcome and Opening Remarks
- Commissioner Jim Donelon, NAIC President
— Senator Ben Nelson, NAIC CEO
9:00 a.m.  Federal Issues/Relationships Attachment A

- Commissioner Jim Donelon
- Senator Ben Nelson
- Ethan Sonnichsen, NAIC Director, Government Relations
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2013 NAIC Commissioners Conference
Agenda
SATURDAY, FEBRUARY 2, 2013 (continued)
Commissioners Conference
Location:  Grand Harbour Ballroom HI/V
10:30 a.m. Commissioners Roundtable — NAIC 2013 Key Initiatives
s Financial Solvency {Domestic) Handout 1A-D
—  Principle-Based Reserving {PBR}
- Commissioner Julie Mix McPeak
~ Life Insurer-Owned Captives - Superintendent Joe Torti
—  Group Supervision - Commissioners Mike Consedine and
Director John Huff
— Credit for Reinsurance - Commissioner Mike Consedine
« International Insurance Activities - Handout 2

— Commissioner Thomas B. Leonardi

12:00 p.m. Lunch and Guest Speaker — 2013 Political Outlook
- Charlie Cook, Political Analyst

1:30 p.m. Commissioners Roundtable — NAIC 2013 Key Initiatives

» Unfair Life Insurance and Annuity Claim Settlement Practices

Commissioner Kevin McCarty
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2013 NAIC Commissioners Conference

Agenda

SATURDAY, FEBRUARY 2. 2013 (continued)

Commissioners Conference

Location:

2:30 p.m.

4:30 p.m.

5:20 p.m.
Location:

Invitees:

Grand Harbour Ballroom I/ IV

Life Insurance Executive Panel
Topics: Global Marketplace; PBR Implementation;

Life Insurer-Owned Captives; Unfair Life Insurance Annuity

Claim Settlement Practices

—~ Commissioner Julie Mix McPeak, Moderator

« Dennis R. Glass, President & CEO, Lincoln Financial Group
« Mark B. Grier, Vice Chairman, Prudential Financial

» Johnny Johns, Chairman, President & CEO, Protective Life Corp.

s Peter R. Schaefer, CEO & President, Hannover Life Reassurance

NAIC Zone Meetings
Northeast Zone {island Room |]
Southeast Zone [Presidential Suite]
Midwest Zone  [Harbour Ballroom it & 1V]
Western Zone  [Island Room [V]

Commissioner Dinner

St. Peter Great House
All Commissioner Conference Attendees and Guests

Meet in the hotel lobby at 5:20 for short shuttle ride to restaurant.

Exhibit D
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2013 NAIC Commissioners Conference
Agenda
SUNDAY, FEBRUARY 3, 2013
Commissioners Conference
Location:  Grand Harbour Ballroom L & IV
7:45 a.m.  Breakfast Buffet [Grand Harbour Balirocom 1]
8:30 a.m. Commissioners Roundtable — NAIC 2013 Key Initiatives
» PPACA implementation/Regulatory Alternatives Handout 3
~ Commissioner Sandy Praeger
s Natural Disasters - Commissioner Jim Donelon Handout 4
o Named Storm Deductibles/State-Coordinated Data Collection
12:00 p.m. Lunch and Guest Speaker
» Peter Kochenburger, Executive Director Insurance Law Center
University of Connecticut School of Law
NAIC Funded Consumer Representative
1:30 p.m. Property & Casuaity Insurance

4:00 p.m.

e James Clay, Chairman & Westfield Group Leader, CEO
Westfield Insurance and Westfield Bank

* Robert P. Hartwig, Ph.D., CPCU President & Economist
Insurance Information Institute

e James Sadler, CPCU, AIC, Director of Claims, National Flood
Insurance Program, Federal Insurance & Mitigation Administration,
DHS/FEMA

Adjourn
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2013 NAIC Commissioners Conference

Agenda

SUNDAY, FEBRUARY 3, 2013 (continued)

Commissioners Conference

Location:  Grand Harbour Ballroom Il & IV

6:30 p.m. Commissioner Reception and Dinner
Location:  Grand Harbour Ballroom |

Invitees: All Commissioner Conference Attendees and Guests

Super Bowl - available via TV monitors
Kickoff Time - 7:30 p.m. Atlantic Time

MONDAY, FEBRUARY 4, 2013

Location: Grand Harbour Ballroom I & IV

Invitees: All Commissioners, Directors, Superintendents, and Senior Staff

7:45 a.m.  Breakfast Buffet [Grand Harbour Ballroom i}
9:00 a.m. Commissioners Roundtable — NAIC 2013 Key Initiatives

»  Market Regulation - Commissioner Sharon Clark  Handout 5
s Accreditation - Commissioner Eleanor Kitzman ~ Handout 6
s NAIC Governance - Commissioner Jim Donelon

¢ Other Matters

11:30 a.m. Adjournment

Box lunches available [Grand Harbour Baliroom Foyer}
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COMMISSIONERS’ CONFERENCE EXPENSES
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D.C. FLY-IN AGENDAS
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Exhibit F
Wational Assoiaton nsrance Cmmisianers
NAIC Commissioner Fly-In
Washington D.C.
May 19-21, 2009
PROGRAM
Tuesday, May 19
3:00 pom. Alf attendees should plan to arrive/check-in Tuesday anytime after 3:00pm.
7:00 p.m. An optional regulator dinner reservation has been made at the Hotel

George Bistro Bis restaurant for 7:00 pm.

Wednesday, May 20

(Shuttle transportation from your Hotel to Library of Congress will arvive between
8:00am and 8:15am)

Location: U.S. Library of Congress
Room: Members of Congress Room

Address: Independence Avenue & East Capito} Streets — Washington, DC
(NOTE: You will need to bring a Picture Id in enter the Library of Congress)

830 am. ~9:00aum.  The Honorable Earl Pomeroy — 111" U.S. Congress viewpoint
Continental Breakfast served

9:00 a.m. The Honorable Bamey Frank — Financial Service Committee
Chairman’s perspective on regulatory reform

9:45 am. Edelman - update on political climate and messaging
10:15 am. NAIC Washington staff — briefing on meetings, talking points,

and NAIC positions

11:00 am.
1:00am The Honorable Kathleen Sebelius ~ Secretary of Health and
Human Services Department — Health reform perspective
1130 am Working Lunch ~ continue discussion as needed
Group photo inside the Library of Congress — optional individual
12:30 pm. photos outside in front of the U.S. Capitol for your use

1of2
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Location: Capitol Hill
(Please note that you will be walking to and from meetings and we are expecting rain)

1:00 p.m. ~ 5:00 p.m.  Commissioners’ Congressional representative meetings
Location: Hart Senate Office Building — Room 902

5:00pm - 7:00pm U.S. Senate Reception - “Meet the Regulators™

(Shuttle transportation will be provided from Senate Russell Building to DC Coast
restaurant)

7:30pm An optional regulator dinner reservation has been made at the
DC Coast restaurant for 7:30 pm.

{(Shuttle transportation will be provided from DC Coast restqurant to your hotel)

Thursday, May 21
Location: Capitol Hill
8:00 pm. — 11:30 a.m.  Continue Commissioner Congressional representative meetings

Location: Hall of States
Room: NAIC Executive Office Conference Room 231

Commissioner Debrief with NAIC Washington office staff

. . I B S
11:30 am. - 12:30 pm. L unch Served

12:30 p.m. Adjourn
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NAIC’S 2010 WASHINGTON, D.C. FLY-IN
May 19-20
Program

Tuesday, May 18

4:00 p.m. All attendees may check-in at the Washington Court
Hotel any time after 4:00 p.m.

525 New lJersey Avenue NW
Washington, DC 20001

(202) 628-2100
http//www.washingtoncourthotel.com

7:00 pm. Dinner at 1789 Restaurant

1226 36" Street NW
Washington, DC 20007

(202) 965-1789

hitp:/fwww 1 788restaurant.com

** Jackets are required.

**Shuttle transportation will be provided from the hotel to the
restaurant starting at 6:45, and from the restaurant back to
the hotel after the meal is complete.

Wednesday, May 19

8:00 a.m. — 12:30 pm. Commissioner Workshop at the Library of Congress
** Plegse note that visitors to the LoC will be required to present
picture identification.
*Shurtle transportation will be provided from the hotel to the
Library of Congress starting at 7:43.

e §:00-9:30: Breakfast & NAIC Staff Briefing



124
Exhibit F

9:30-9:45: The Honorable Earl Pomeroy (D-ND-AL)
Welcome and 111" Congress Update

10:00-10:30:  Ms. Meg Lundsager,
U.S. Executive Director of the International Monetary Fund
Update on the Financial Sector Assessment Program (FSAP)

10:30-11:30  Discussion on Health Care Reform Implementation and Medical
Loss Ratios

11:30-12:00 The Honorable Michael S. Barr,
Assistant Secretary of the Treasury for U.S. Financial Institutions
Update on U.S. Treasury Activities

12:00-12:30  Lunch & Pictures at the Library of Congress
**Shuitle transportation back to the hotel will be available at

12:30 for those Commissioners who are not proceeding
immediately to Hill meetings.

12:30 pm. — 530 p.m.  Meetings with Congressional Delegations

**Plegse see your personal itinerary for your meeting schedule.
**Regulators will walk / cab 1o and from meetings.

5:30 p.m. —- 7:00 p.m. Capitol Hill Reception

Capitol Visitors” Center
Senate Room 208/209

**Shuitle transportation from the hotel to the CVC reception will
be available ar 5:15 p.m.

**Please note that visitors to the CVC will be required fo present
picture identification.

**Regulators should plan to enter the at the First Street Entrance

7:30 p.m.

Dinner at Restaurant Nora

2132 Florida Avenue NW
Washington, DC 20008
(202) 462-5143

**Shurtles will be provided from the CVC fo the restaurant, and
then back to the Washington Court Hotel following dinner.
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Thursday, May 20

8:30 a.m. — 12:00 pm.  Meetings with Congressional Delegations
**Please see vour personal itinerary for your meeting schedule.
**Regulators will walk / cab to and from meetings.

Throughout the Day Departures to Airport
*#Notices of individual transportation departure times will be

provided to Commissioners ai the Washington Court Hotel.
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NAIC’S 2011 WASHINGTON, D.C. FLY-IN
May 24-26
Program

Tuesday, May 24

3:00 p.m. All attendees may check-in at the Madison Hotel
any time after 3:00 p.m.

1177 15" Street NW
Washington, DC 20005
(202) 862-1600
www.nadisonhotelde.com

7:00 p.o. Dinner at Oyamel

401 7" Street NW
Washington, DC 20004
(202) 628-1005

**Shuttle transportation will be provided from the hotel to the
restaurant starting at 6:30, and from the restaurant back to
the hotel after the meal is complete.

Wednesday, May 25

7:45 a.m. - 12:30 pm.  Commissioner Workshop at the Library of Congress
**Please note that visitors to the LoC will be required 1o present
picture identification.

*5Shutile transportation will be provided from the hotel to the
Library of Congress starting at 7:30.

e 7:45-8:30: Breakfast

e §:30-9:00:  Meeting with Nancy Ann DeParle and Steve Larsen on Health Care
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e 9:00-9:30 The Honorable Spencer Bachus (R-AL)
Welcome and House Financial Services Committee Update

s 9:45-10:15:  The Honorable Ben Nelson (D-NE)
Remarks on Heatlh Care Reform Implementation

s 10:30-11:00 The Honorable Neal 8. Wolin, Deputy Treasury Secretary
o 11:15-11:45 NAIC Staff Briefing

s 11:435-12:30  Lunch & Pictures at the Library of Congress

12:30 p.m. — 5:30 pm. Meetings with Congressional Delegations
**Please see your personal itinerary for your meeting schedule.
**Regulators will walk / cab to and from meetings.

7:00 p.m. Dinner at Prime Rib

2020 K Street NW

Washington, D.C. 20036

(202) 465-8811

v, theorimernb.con/dorindex il

*Jackets are Required

**Shuttles will be provided from the hotel 1o the restaurant
beginning at 6:30pm, and then back to the hotel following
dirner.

Thursday, May 26

9:00 am. — 11:00 a.am.  Meetings with Congressional Delegations
**Please see your personal itinerary for your meeting schedule.
**Regulators will walk /' cab to and from meetings.

11:30 am. — 1:00 p.m.  Lunch Provided at NAIC DC Offices
Throughout the Day Deepartures to Airport

**Notices of individual transportation departure times will be
provided to Commissioners ai the Madison Hotel.
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NAIC’S 2012 WASHINGTON, D.C. FLY-IN
April 24-26
Program
NAIC DC OFFICE
444 North Capitol St. NW

Suite 701
Washington, DC 20001

Tuesday, April 24

3:00 p.m. All attendees may check in at the Westin Georgetown
Hotel any time after 3:00 p.m.

2350 M St.NW
Washington, DC 20005
(202) 429-0100

7:00 p.m. Dinner at Morton’s Steakhouse
1050 Connecticut Ave.
Washington, DC 20036
(202) 955-5997

*%Shuttle transportation will be provided from the hotel to the
restaurant starting at 6.30 p.m. and from the restaurant back
to the hotel after the meal is complete. If you prefer, it is an
8 block walk.
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Wednesday, April 25

8:30 a.m. — 12:00 p.m.  Commissioner Workshop

Library of Congress Jefferson Building - Members of Congress
Room

**Please note that visitors to the LOC will be required to
present picture identification and proceed through a metal
detector.

“Shuttle transportation will be provided from the hotel fo

the LOC starting at 7:45 a.m.

**You will be walking quite a bit today and going in and out of
security checkpoints, so please dress accordingly (comfortable
shoes, minimal bags and metal jewelry).

o 8:30am. ~9:00 am.:

e 9:00 am, —9:30 am.:

e 9:30 am. ~ 10:00 am.:

e 10:00am.-10:15 am.:
e 10:15am. - 10:30 am.:

o 10:30 am.~11:00 am.:

s 11:00 am, — 11:30 am.:

e 11:30am.—12:00 pm.:

Breakfast available

The Honorable Judy Biggert (R-IL})

Chairman, House Financial Services Subcommittee on
Insurance, Housing and Community Opportunity
House Financial Services Commitiee Update

Edmund Haislmaier

Senior Research Fellow, Health Policy Studies, Heritage
Foundation

Remarks regarding PPACA and the Supreme Court case

Break

NAIC staff briefing regarding Fly-In logistics

Exhibit F

The Honorable Neal S. Wolin, Deputy Treasury Secretary

Remarks on Dodd-Frank and FIO
NAIC staff briefing regarding Congressional visits

The Honorable Kathleen Sebelius, HHS Secretary
Remarks regarding PPACA Implementation

11:30 am. — 1:00 p.m.:

12:00 pm. — 1:30 p.m.:

Lunch available
Library of Congress

Pictures available outside the Library of Congress
**Shuttle transportation will be provided back to the
Westin Georgetown Hotel or the NAIC DC Office for
those Commissioners desiring it.



12:30 p.m. — 5:30 p.m.
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Meetings with Congressional Delegation
** Please see your personal itinerary for your meeling schedule.
** Regulators will walk/cab to and from meetings.

7:30 p.m.

Dinner at Fiola

601 Pennsylvania Ave. NW
#125N

Washington, DC 20004

**Shuttle transportation will be provided from the hotel to the
restaurant starting at 7.00 p.m. and from the restaurant back fo
the hotel after the meal is complete.

9:00 a.m. - 2:00 p.m.

9:00 a.m. — 2:00 p.m.

11:30 am. — 1:30 p.m.

Throughout the Day

Thursday, April 26

Meetings with Congressional Delegations

**Please see your personal itinerary for your meeting schedule.
**Regulators will walk/cab fo and from meetings.

**Shuttle transportation will be provided from the Westin
Georgetown Hotel o the NAIC DC Office beginning at

7:45 am.

NAIC F Committee Meeting

NAIC DC Office

**Shuitle transportation will be provided from the Westin
Georgetown Hotel to the NAIC DC office beginning at 7:45 a.m.

Box Lunches Provided at NAIC DC Office

Departures to Airport

**Notices of individual iransportation departure notices will be
provided to all attendees at the Library of Congress on
Wednesday, April 25th. Please notify NAIC Meetings Staff if you
will be departing from the Westin Georgetown or the NAIC DC
Office. Luggage storage will be available at the NAIC DC
Office.
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NAIC WASHINGTON, D.C. COMMISSIONER FLY-IN
May 15-17, 2013
Program
NAIC DC OFFICE

444 North Capitol St. NW, Suite 701
Washington, DC 20001

Wednesday, May 15

3:00 p.m. All attendees may check in at the Capital Hilton any time
after 3:00 p.m.

1001 16th Street NW, Washington, DC 20036
(202) 393-1000

7:00 p.m. Dinner at Bobby Van’s Grill
1201 New York Ave.,, NW
Washington, DC 20005
{202) 589-1504

**Shuttle transportation will be provided from the hotel to the
restaurant starting at 6:15 pm. and from the restaurant back
to the hotel after the meal is complete. If vou prefer, it is an

8§ block walk.



8:30 am. — 11:30 am.

e 830am. —900am.

« 9:00am. 930 am.:

e 9:30 am. ~9:45 am.:

®» 945 am. — 10:00 am.:

e 10:00 am.—10:45 am.:

e 1h45am. —11:00am.:

s 11:00am. ~1130am.:
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Thursday, May 16

Commissioner Workshop

U.8. Capitol Visitor Center (CVC)

Room SVC 212-10

*5Shuttle transportation will be provided from the hotel to

the CVC starting at 7:30 a.m.

**Please note that visitors to the CVC will be required to
proceed through a metal detector.

**You will be walking quite a bit today and going in and out of
security checkpoints, so please dress accordingly (comfortable
shoes, minimal bags and metal jewelry).

Breakfast available

The Honorable Kathleen Sebelius, Secretary,
U.S. Department of Health and Human Services
Remarks regarding ACA Implementation

NAIC staff briefing regarding Fly-In logistics
Break

The Honorable Daniel K. Tarullo, Governor,

Board of Governors of the Federal Reserve System
Remarks on the Federal Reserve's financial regulatory
reform implementation

NAIC staff briefing regarding Congressional visits

The Honorable Randy Neugebauer, Chairman,
House Financial Services Subcommittee on
Housing and Insurance

House Financial Services Committee Update

11:30 a.m. — 1:00 p.m.:

Lunch available
Capitol Visitor Center
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12:00 p.m. - 1:30 pm.: Pictures available outside the Capitol Visitor Center by the
Senate steps
*kShuttle transportation will be provided back to the
Capital Rilton or the NAIC DC Office for those desiring ii.
Departures will begin at 12:45 p.m.

12:30 p.m. — 5:30 pam.: Meetings with Congressional Delegations
**Please see your personal itinerary for your meeting schedule.
#* Regulators will walk/cab to and from meetings.

7:30 p.m. Dinner at Charlie Palmer 9™ Floor Rotunda and Balcony
101 Constitution Ave., NW
Washington, DC 20001
(202) 557-8100

*%xShutile transportation will be provided from the hotel to the
restaurant starting at 7:00 p.m. and from the restaurant back to
the hotel after the meal is complete.

Friday, May 17

9:00 a.m. — 2:00 p.m. Meetings with Congressional Delegations
**Please see your personal itinerary for your meefing schedule.
**Regulators will walk/cab to and from meetings.
**Shuttle ransportation will be provided from the Capital Hilion
to the NAIC DC Office beginning at 7:30 a.m.

11:30 am. — 1:30 p.m. Box Lunches Provided at NAIC DC Office
444 North Capitol St. NW, Suite 701
Washington, DC 20001

Throughout the Day Departures to Airport
**Individual transportation departure notices will be
provided to all attendees at the Capitol Visitor Center on
Thursday, May 16th.  Please notify NAIC Meetings Staff if you
will be departing from the Capital Hilton or the NAIC DC
Office. Luggage storage will be available at the NAIC DC
Office.
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Exhibit H
Privileged and Confidential
For NAIC Members Only

Natfonal Assaciation of Insurance Comimissioners

All Commissioner Fly-In
August 25-26, 2009

Wentworth by the Sea Marriott Hotel
New Castle, New Hampshire

Monday, August 24, 2009

3:80 pm. ANl NAIC Members invited for fv-in discussion of NAIC Strategic
Management and Regulatory Modernization efforts. For the All Member
Fly-in, all Commissioners {or their designated senior stalf representative)
should plan to arrive and check-in to hotel Monday, any time after 3:00
p.nL

5138 pam. For all Commissioners arriving in time, the Commissioner and spouse or
significant other are welcome to join us for a Harbor Cruise, which will
he followed by dinner. Shuttles will depart from the main entrance of the
hotel at 5:30 pam. for a short drive to Portsmouth. Al attendees are
welcome fo join the group for dinner at the Oar House at 7:30 pm.
Shuttles will depart from the main entrance of the hotel at 7:00 p.m. for
the dinner. Please RSVP to Brian Arscoft at barscott@naic.org il you
plan to attend.

Tuesdév, August 25, 2009

§:00 a.m. Breakfast is Served (Wentworth Ballreom, Lobby Level)

%:30 aum. —— Noon  Meeting of Al NAIC Members (Wentworth Ballroom, Lobby
Level)

»  Welcome Message

» Center for Insurance Policy and Research Implementation
Update
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Privileged and Confidential
For NAIC Members Only
s Government Relations Leadership
Council Update Attachment A
« Congressional Activity

=  Administration’s Regulatory Reform Proposal

s NAIC Strategic Management Issues:
«  Regulatory Modernization Attachment B

Noon — 1:00 p.n.. Lunch (Wentworth Ballreom, Lobby Level)
1:00 — 4:00 pam. Meeting of All NAIC Members (Continued)

»  NAIC Strategic Management Issues:
s Regulatory Modernization

s Healthcare Reform Attachment C
»  Market Regulation Reform Attachment D
s Discussion of June 2009 Report of the
NARAB Working Group Attachment E
4:00 p.m. Adjourn
6:45 pm, Dinner — Lobster Bake and Clam Bake on Hotel Pool Deck {In
case of bad weather, Grand Ballroom will serve as back-up
focation)

Wednesday, August 26, 2009

§:00 am. Breakfast is Served (Wentworth Ballroom, Lobby Level)

§:30 — 11:30 a.m.  Meeting of Al NAIC Members (Wentworth Ballroom, Lobby
Level)

«  NAIC Strategic Management Issues:
« Regulatory Modernization

« Reinsurance Modernization Attachment ¥
s Credit Default Swap Working Group

Status/Recommendations Attachment G
¢ Solvency Modernization Initiative Attachment H

»  Company Name Redacted

s International Relations Leadership

Group Update Attachment 1
1130 am. Adjourn
1030 am, Boxed Lunehes Available Upon Departure

2
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Exhibit H
Privileged and Confidential
For NAIC Members Only

NAT

Hational Association of Insurance Commissioners
Agendo as of 7/7/10

All Member Meeting
July 13- 14, 2010

The Greenbrier
White Sulphur Springs, West Virginia

Notes:

» Meeting attire is business casual.

« The NAIC Executive Committee {committee members only, no proxies) shoutd arrive
sometime Sunday, July 117 to begin meeting at 9:00 a.m. on Monday, July 12",

« All NAIC attendees and guests are invited to a reception and dinner beginning at
6:00 p.m. on Monday, July 12" and the full membership meeting will begin
Tuesday, July 13", at 9:00 a.m. with breakfast available at 8:30 a.m.

MONDAY, X 12,2010
Executive Committee Meeting
Meeting Room: Taft Room

invitees: Executive Committee members only {no proxies)

6:00 p.m. Welcome Reception and Dinner for All Attendees and Guests
Location: Chesapeake Bay Room and Terrace — Lobby Level!

TUESDAY, JULY 13, 2010
All Member Meeting
Meeting Room: Chesapeake Hall

Invitees: All Commissioners, Directors and Superintendents and Senior Staff Members

8:30a.m. — 9:00a.m. Breakfast Buffet
Location: Chesapeake Bay Room and Terrace

9:00 a.m, — 915 a.m. Welcome Message
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Privileged and Confidential
For NAIC Members Only

9:15 a.m. — Noon Meeting of All NAIC Members
+ Health Care Reform Attachments A~ G
Noon ~ 1:00 p.m. Lunch

Location: Chesapeake Bay Room and Terrace

1:00 — 4:00 p.m. Meeting of All NAIC Members

+ Strategic Planning Attachments H-1
4:00 p.m, Adjourn
6:30 p.m. Dinner

Location: Howard’'s Creek Lodge {located on the property ~
buses will depart at 6:20 p.m. from the North Lobby
Entrance}

WEDNESDAY, JULY 14, 2010

All Member Meeting
Meeting Room: Chesapeake Hall
Invitees: All Commissioners, Directors and Superintendents and Senior Staff Members

7:30a.m. — 8:00a.m. Breakfast Buffet
Locatiorn: Chesapeake Bay Room and Terrace

8:00 a.m. — 9:30 a.m, Meeting of All NAIC Members
+ NARAB Working Group Update
« Solvency Modernization Initiative Update
s Update on Principles Based Reserving — Standard
Valuation Law Impact Study
« international Update

2:30 a.m. — 10115 a.m. International Relations {Guest Speaker ~ Ted Kelly, Liberty
Mutual)

10:15 a.m. — 10:45 a.m. Company Name Redacted
10:45 a.m. Adiourn

10:45 a.m. Boxed Lunches Available Upon Departure

[S*]
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Draft: 7/23/12

National tation of fnsurance

FENAL AGENDA
Commissioners’ Interim Meeting
Burlington, Vermont
July 24-25, 2012

HILTON BURLINGTON

60 BATTERY STREET
BURLINGTON, VERMONT 05401
802-658-6500

MONDAY, JULY 23

6:38 p.m. Commissioner Reception and Dinner (Casual attire)
Northern Lights Steamship Cruise — Lake Champlain
Meet in hotel lobby at 6:15 p.m. to walk or ride to Steamship
RSVP to Lori Tyrer at ltyrer@naic.org 816.783.8057.

TUESBAY., JULY 24

Plenary Meeting

Meeting Room: Green Mountain Ballroom, Lobby Level
Invitees: All Commissioners, Superintendents and Directors

7:45 a.m. — 8:45 a.m.  Breakfast - Seasons Room, Mezzanine Level
8:45 a.m. — 9:00 a.m.  Welcome Remarks
9:00 a.m. — 12 Noon  Commissioner Debriefing Sessions

Update on 2012 Key Regulatory Initiatives Handout One

e Actuarial Guideline 38 and Principles-Based Reserving
~Commissioner Kitzman (TX) and Commissioner McPeak (TN)

s Review of Accreditation Program—Commissioner Kitzman (TX)

e Market Regulation—Commissioner Clark (KY)

s Group Supervision—Director Huff (MO}

e Federal Insurance Office (F10)/Federal Relations—Commissioner McCarty (FL)

e Producer Licensing/NARAB l—Commissioner McCarty (FL)

Noon — 1:00 p.m. Lunch ~ Seasons Room, Mezzanine Level

Page 1 of 2
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Plenary Meeting (Continued)

1:00 pom. — 3:1S pm.

Committee Reports Handout Two

e Life Insurance and Annuities {A) Committee—Commissioner McPeak (TN)

» Health Insurance and Managed Care (B) Committee—Commissioner Fraeger (KS)

s Property and Casualty Insurance (C) Committee

Commissioner Chaney (MS)

e Market Regulation and Consumer Affairs (D) Committee—Commissioner Clark (KY)

e Financial Condition (E) Committee—Superintendent Torti (RI)

« Financial Regulation Standards & Accreditation (F) Committee—Commissioner Kitzman (TX)

e [nternational Insurance Relations (G) Committee—Commissioner Leonardi (CT)

Other Matters
3:15 pom.

3:30 pam. — 4:30 p.m.

4:30 p.m.

6:30 p.m.

Break

Zone Meetings

Midwest Zone—ILake Champlain-A Room
Northeast Zone——Burlington Room

Southeast Zone—Commissioner McCarty’s Suite
Western Zone — Green Mountain Ballroom
Adjourn from Zone Meetings

Reception and Dinner (Casual attire)

Trattoria Delia Italian Restaurant

152 St. Paul Street
Meet in hotel lobby at 6:15p.m. to walk or ride to the restaurant

Page 2 0f 2
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Exhibit H
Hamax Association 5 tesurance Commissioners T
ROUNDTABLE
Wednesday, July 25, 2612
8:30 am. ~ 11:00 a.m.
Green Mountain Ballroom—TLobby Level
(Regulator-to-Reguluator Session)
AGENDA ITEMS
. Update on Multi-State Exams/Seitlements involving Life Insurance/Annuities Unfair

Claim Settlement Practices—Commissioner Kevin M. McCarty (FL)
CFA Letter Regarding Colossus
—Commissioner Stephen W. Robertson (IN} Handout One

Lol

Discuss Possible Impact of Labor Issues on the Insurance Industry
—Commissioner Stephen W. Robertson (IN)}

Discuss Veterans Administration Benefits to Seniors

Update on the Interstate Insurance Product Regulation Commission (IIPRC)
—Director John M. Huff (MO)

Other Matters

Page 1 of 1
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Commissioners Mid-Year Roundtable Session
Coeur &’ Alene, Idaho
July 10-12, 2013

THURSDAY, JULY 11

Meeting Room: Bay 4 & §
Invitees: All Commissioners, Superintendents and Directors

7:45 a.m. — 8:45 am. Breakfast (Bay 6)
8:45 a.m. — 9:00 a.m. Welcome Remarks
9:00 a.m. — 3:15 p.m. Commissioner Discussion Topies

* Domestic Agenda

o Life Insurance and Annuities
= PBR
" Captives
o Health Insurance
= Health Care Reform Implementation and Alternatives
= PPACA ‘Accrual Fee’ Accounting Issue

o Property and Casualty Insurance

" Lender-Placed Insurance
" Auto Study
= Catastrophe Issues

o Market Regulation

o Financial/Solvency Regulation

= Group Supervision
- Reinsurance — Qualified Jurisdiction Review
. Corporate Governance

= Life RBC
Working Lunch (Bay 6)
s Federal and International Developments

315 pam. Break

Exhibit H
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3:30 pom. — 4:30 p.m. Zone Meetings

Midwest Zone — Boardroom 3 (7" Floor)
Northeast Zone ~ Boardroom 6 (7% Floor)
Southeast Zone ~ Commissioner Donelon’s suite
Western Zone — Bay 4-5

4:30 p.m. Adjourn from Zone Meetings
6:00 pam. Reception and Dinner (Casual attire)

Lakeview Terrace (Tower Elevators to 2™ Floor)
FRIDAY, JULY 12

Meeting Room: Bay 4 & 5
Attendees: All Commissioners, Superintendents and Directors

7:30 a.m. — 8:30 a.m. Breakfast
8:30 a.m. — 11:00 a.m. (Regulator-to-Regulator Session}
. Unfair Claims Settlement

2. Update on Interstate Insurance Product Regulation Compact (IIPRC)

Title Insurance

Ll

4. Heads-Up Regarding Possible Joint EX/Plenary Call Prior to Summer National Meeting
5

. Other Matters

11:00 a.m. Adjourn
Boxed Lunches Available
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SUMMER MEETING EXPENSES
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EXHIBIT K

NAIC CONFLICT OF INTEREST POLICY FOR THE MENBERSHIP
ACKNOWLEDGMENT FORM AND DISCLOSURE STATEMENT
FOR EXECUTIVE COMMITTEE MEMBERS
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Adopted 3/31:08

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
CONFLICT OF INTEREST POLICY FOR THE MEMBERSHIP

ACKNOWLEDGMENT FORM AND DISCLOSURE STATEMENT
FOR EXECUTIVE COMMITTEE MEMBERS

Conflict of Interest Policy:

In furtherance of the Mission of the NAIC, it shall be the Policy of the NAIC that all members (ie., Commissioners,
Directors, Superintendents or other chief insurance regulatory officials) shall act in 2 manner that reflects the highest standard
of ethical conduct and members shall avoid any activity or situation where their personal interest could conflict, or give the
appearance of a conflict, with their fiduciary duties to the NAIC. All members shall follow this Conflict of Interest Policy
unless subject to a more stringent state policy.

Tdentifving a Conflict of Interest and Disclosure:

A *Conflict of Interest” shall be defined as any known activity, transaction, relationship, service engaged in or consideration
received by the member, the member's immediate family (to include spouse, parents, siblings and children) or someone in
the member’s immediate household, which may cause an objective person reasonable concern that the member could not or
may not be able to perform his or her respousibilities and duties to the NAIC in an impartial manner. Conflicts of Interest
include, but are not limited to: direct financial or close personal interests in an entity or organization which could be affected
by a decision of the NAIC; acceptance of a valuable gift, entertainment, services, loans or promises of future benefits
including offers of employment, from any entity or organization that might benefit because of a member’s connection with
the NAIC; or compensation or the promise of compensation for consulting or other type of engagement, other than
compensation from the member’s employer in his or her capacity as a state government official, if such payment is related
directly or indirectly to the member’s work with the NAIC.

This Conflict of Interest Policy shall not preclude a member from being (1) a policyholder or claimant under an insurance
policy; (2) a grantor of a morigage or similar instrument on such person's residence to a regulated entity if done under
customary terms and in the ordinary course of business; (3) an investment owner in shares of regulated diversified investment
companies; or {4) a settlor or beneficiary of a "blind trust” into which any holdings in any regulated entities have been placed.

There is a need to recognize it may be impossible or impracticable to eliminate all conflicts of interest; provided, however,
when a member has knowledge of a conflict or apparent conflict, that member shall provide written disclosure of the conflict
or apparent conflict to the Secretary-Treasurer of the NAIC as well as to the chair of the committee, task force or working
group that is addressing the matter of which the member has a conflict. The disclosure shall also be filed with the General
Counsel of the NAIC. The member shall refrain from voting or otherwise attempting to affect any decision of the NAIC o
participate or not to participate in such trapsaction and the manner or terms of such participation. Minutes of the appropriate
meetings should reflect that such disclosure was made, and that such member abstained from voting and absented his or her
self from the discussion and vote on the matter.

Failure to make such disclosure may result in reversal of the recommendation or vote the member participated in or attempted
to affect through acts or omissions, All members shall be required to complete an Acknowledgement Statement upon
becoming a member of the NAIC, while Executive Committee members shall complete the Acknowledgement and
Disclosure Statement annuaily.

Prohibited Activities:

For purposes of this Policy, when a member Is acting in his or her capacity as an NAIC member the following acts are
presumed to constitute conflicts of interest and are prohibited: (1) acceptance of a gift whose value is greater than $50, (2)
acceptance of a free meal or other entertainment paid for by a regulated entity, its trade group, or other entities or individuals
acting as agents or representatives of a regulated entity during an NAIC sponsored meeting or (3) engaging in direct
solicitation or receipt of funds from regulated entities, their trade group or other entities or individuals acting as agents or
representatives of a regulated entity immediately prior to, during or immediately after NAIC sponsored meetings in the
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metropolitan area of the meeting’s host eity except for those activities which are for the benefit of nonprofit, charitable
organizations. The prohibition contained in (2) does not apply to receptions held at the NAIC meeting headquarters hotel that
are open to all NAIC meeting attendees.

A member shall not use or disclose confidential information fearned as a result of NAIC activities and duties for personal
gain or for the gain of the member’s immediate family (1o include spouse. parents, siblings and children) or someone in the
member’s immediate houschold. For purposes of this paragraph. confidential information is information that a member
acquires as a result of his or her regulatory functions and duties and is not available to the general public. No obligation of
confidentiality applics to any information a member (a) already possesses without obligation of confidentiality, (b) developed
independently, or {¢) rightfully acquired without obligation of confidentiality from a third party.

3



157

Exhibit K

Acknowledgment

I certify that [ have received and read the NAIC s Conflict of Interest Policy for the membership (“Policy™). understand the
purpose of this Policy is fo protect the integrity of the Mission and operations of the NAIC. Upon becoming a member of the
NAIC, I will sign this form indicating that | have received, read and understand the policy.

Signature Member Date

Printed Name
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Acknowledement & Disclosure Statement:

I understand that as a member of the Executive Committee of the National Association of Insurance Conmmissioners
("NAIC™), | have a responsibility to act in a manner that reflects the highest standard of ethical conduct and to avoid any
activity or situation where my personal interest could conflict, or reasonably appear to conflict, with my responsibility to
carry out my fiduciary duties to the NAIC.

I certify that 1 have received, read and understand the NAIC's Conflict of Interest Policy for the membership and
Commitment of Executive Committee Members (“Policy™). I understand the purpose of this Policy is to protect the integrity
of the Mission and operations of the NAIC. Upon becoming a member of the NAIC, I will sign this form indicating that 1
have received, read and understand the policy and make a full written disclosure of interests, relationships and holdings that
could potentially result in a Conflict of Interest as that term is defined in the Policy. 1 will at least annually update my
disclosure statement to accurately reflect potential Conflicts of Interest. 1 will also disclose any Conflict of Interest where 1,
my immediate family (i.c., spouse, parents, siblings and children), and/or members of my immediate household will receive a
benefit, gain, or something of value. After disclosure, I understand T will not be permitted to participate in discussions to
affect the decision of the NAIC or vote on the matter related to the Conflict of Interest.

1 understand this Policy is to supplement good judgment, and 1 will respect the letter and intent of the Policy.

Signature Executive Committee Member Date

Printed Name

1 N am not aware of any co(iet of interest.

i, . have a conflict of interest or potential conflict of interest as described below:

Signed and Dated

.



