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San Diego -- With two Congressional 

hearings on federal oversight of insurance 

acting as bookends to the spring meeting 

of the National Association of Insurance 

Commissioners here, discussions between 

state insurance legislators and insurance 

regulators took on greater urgency. 

That urgency was captured in an address 

delivered by state representative Greg 

Wren, R-75th District, Alabama, during 

the Government Relations Leadership 

Council session before regulators and 

NAIC attendees. Wren got right to the 

point, warning representatives of the 

NAIC, Kansas City, Mo., that ñWe are in 

a situation in which Rome is now burn-

ing.ò The flames, he added, ñwill singe 

our states.ò Insurance markets, which he 

maintains are ñvibrant and robust,ò will 

be thrown into turmoil.ò There is no crisis 

in the insur-

ance market, 

Wren asserted. 

Rather, Wren 

continued, the 

r e c e n t 

ñfinancial ca-

lamitiesò ex-

posed weak-

nesses in the 

federal system 

of oversight. 

And, he added, 

the creation of 

an optional 

federal charter 

would be the 

equivalent of 

deregulation. 

Wren said any 

effort to make 

American In-

t e r n a t i o n a l 

Group, New 

Y o r k ,  t h e 

ñposter boyò 

for the argument that insurance is not 

adequately regulated, should be coun-

tered with the fact that the entityôs insur-

ance units were strong. 

And, speaking of the system of state 

regulation, Wren cautioned that ñunless 

or until we push back, we will be left in 

shambles.ò 

Part of that push back will require more 

team work and cooperation between state 

legislators and regulators, legislators told 

commissioners during the NAIC/State 

Government Liaison Committee. 

Senator calls for regulators and  

legislators to unite  

The call by state senator James Seward, R

-51 senatorial district, New York, and 

president of the National Conference of 

Insurance Legislators, Troy, N.Y., came 

as the new NAIC President, Therese 

Vaughan, detailed testimony she gave 

during a hearing on systemic risk on 

March 5. During the government liaison 

session, Seward called on state regulators 

and legislators to join under a ñunited 

front.ò 

Seward asked Vaughan if ñthe NAIC is 

on board with a systemic federal risk 

regulatorò and said that a major concern 

for state legislators is the potential for 

creeping federal oversight. ñToday it will 

be a systemic risk regulator and tomor-

row, it will be something else.ò 

(Continued on page 4) 

Â  Message Delivered At NAIC Meeting:               

States Must Unite Now  

By Jim Connolly 

2ÅÃÅÎÔ ȰÆÉÎÁÎÃÉÁÌ ÃÁÌÁÍÉÔÉÅÓȱ 
exposed weaknesses in the federal  
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of an optional federal charter would 
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Both Vaughan and Roger Sevigny, NAIC 

president and New Hampshire insurance 

commissioner, emphasized that there is a 

need to be present and part of any discus-

sions in Congress. Sevigny said that pre-

viously there had been instances when 

NAIC had nearly missed opportunities to 

be part of discussions with federal law-

makers and a subsequent decision had 

been made by the NAIC to be part of any 

talks in the future. ñBeing at the table will 

help us preserve state regulation,ò he as-

serted. 

Vaughan explained that the concept of a 

systemic risk regulator is still undefined 

and that there was not anyone looking at 

the big picture of some companies hold-

ing unacceptable levels of credit default 

swaps, a type of derivative in which pay-

ments are made to a party who guaranties 

to insure the risk of the a securityôs loss of 

value. What is needed, according to 

Vaughan, is better coordination among 

regulators. There needs to be an exchange 

of ideas, she continued. And, part of the 

effort for better oversight, she explained 

to attendees, is to create a regulatory 

structure that provides better holding 

company supervision. 

At this point in the discussions, there is 

not clarity about how such a system will 

work, Vaughan said. There still needs to 

be an exchange of ideas and a broader 

look at a more comprehensive system, she 

added. But, Vaughan asserted that         

ñWe want to make sure that the NAIC 

will be able to continue protecting con-

sumers.ò 

The remarks reflected the tone of the tes-

timony Vaughan made during the March 

5 hearing before the subcommittee on 

capital markets, insurance, and govern-

ment sponsored enterprises of the U.S. 

House of Representatives Committee on 

Financial Services. The hearing is one of 

several that are planned by the subcom-

mittee. And the discussion preceded a 

hearing on modernizing insurance regula-

tion held on March 17 by the Senate 

Committee on Banking, Housing and Ur-

ban Affairs. 

In Vaughanôs March 5 testimony, she 

noted that insurers are more likely to be 

the recipients of systemic risk rather than 

the driving force behind such risk. She 

added that if an insurer fails, even if it had 

a dominant market share, state guaranty 

funds would step in and would protect 

policyholders by paying claims. Coupled 

with state residual markets, the likelihood 

that a major failure of an insurer will cre-

ate systemic risk is reduced. Vaughn also 

said that while in a competitive market, 

capital finds its way to efficient compa-

nies, forming state guaranty funds recog-

nize ñthe unique situationò of an insur-

ance contract and the possible negative 

impact on policyholders. 

The protections afforded policyholders 

through a web of state guaranty funds was 

reinforced with the adoption of the Life & 

Health Insurance Guaranty Association 

model act during the NAICôs joint execu-

tive committee/plenary session. That 

model can now be brought before state 

legislatures for enactment. 

The newly adopted model raises the pro-

tections to consumers on a number of 

insurance products as follows: individual 

annuities, to $250,000 coverage from 

$100,000 and long term care insurance to 

$300,000 from $150,000. Protection for 

life insurance products remains at 

$300,000 for death benefits and $100,000 

for the cash value in a life insurance con-

tract.  

(Continued from page 3) 

(Continued on page 5) 

L IFE SETTLEMENT 

Review  

IN  THIS ISSUE 

TOP STORY 

ȰÔÈÅ .!)# ÉÓ ÏÎ ÂÏÁÒÄ  
with a systemic  

ÆÅÄÅÒÁÌ ÒÉÓË ÒÅÇÕÌÁÔÏÒȱ 

LONG TERM CARE 

From $150,000 to $300,000 

INDIVIDUAL ANNUITIES 

From $100,000 to $250,000 

LIFE INSURANCE 

Remains at $300,000  
for death benefit  

Remains at $100,000  
for cash surrender value  

The newly adopted  

model raises the  

protections to consumers  



WWW.LIFESETTLEMENTREVIEW.COM τ   5   τ APRIL 2009 

 

The NAIC argues that it is better suited to 

protect policyholders than a federal sys-

tem of insurance oversight.  And, it is 

proactively discussing areas in which 

regulators can make consumers aware of 

ways in which they can better protect 

themselves. For instance, in a Jan. 21 

letter to the Annuity Disclosure working 

group, Jim Mumford, Iowaôs first deputy 

commissioner, said that contract holders 

should be made aware of how the new 

guaranty limits work. 

As an example, he noted that if $500,000 

was available for the purchase of an an-

nuity, the consumer should know that if 

the money was split between two compa-

nies, there would be complete coverage 

rather than 50% coverage. 

 

State regulators concerned about  

federal interference  

During the dialogue between regulators 

and legislators, state senator Delores Kel-

ley, D-10th District, Maryland, who 

represents both NCOIL and the National 

Conference of State Legislatures, Denver, 

noted that state insurance regulators have 

done a much better job than the federal 

government emphasizing that the insur-

ance units of American International 

Group, New York, that were regulated by 

states were the sound pieces of the com-

pany. Kelley raised the concern that the 

federal government would put its ñnose 

under the tentò and encroach on state 

sovereignty.  

Kelley also questioned the NAIC ñgoing 

out aloneò to testify on behalf of states 

when state legislators are the policymak-

ers. ñIt is short sighted going out all by 

yourself. You are the implementers of 

policy, not the creators of it.ò 

NCOIL is beginning its own internal dis-

cussion of what position states should be 

taking, according to Seward. As part of 

that discussion, he said that a wide range 

of groups are being contacted including: 

the Council of State Governments, Lex-

ington, Ky.; the North American Securi-

ties Administrators Association, Wash-

ington; the National Association of Attor-

neys General, Washington; the National 

Governors Association, Washington; and 

the NCSL in addition to work with the 

NAIC. 

 

(Continued from page 4) 
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