1

STATE OF CONNECTICUT

INSURANCE DEPARTMENT

Testimony
Insurance and Real Estate Committee
March 1, 2016

House Bill No. 5343 An Act Adopting the National Association of Insurance Commissioners’
Interstate Insurance Product Regulation Compact.

Senator Crisco, Representative Megna, and members of the Insurance and Real Estate Committee, the
Insurance Department appreciates the opportunity to submit written testimony on House Bill No. 5343
An Act Adopting the National Association of Insurance Commissioners’ Interstate Insurance
Product Regulation Compact. The Department appreciates the intent of this bill and is committed to
working with the Chairs and the administration, but respectfully requests that the issues be addressed
in the Governor’s bill: House Bill No, 5051 An Act Adopting the National Association of Insurance
Commissioners’ Interstate Insurance Product Regulation Compact — to ensure that Connecticut would
be accepted into the compact.

The Interstate Compact is a joint and collaborative effort of states to come together to develop
comprehensive uniform standards for the product content requirements of asset-based insurance
products including life, annuity, long term care and disability insurance products. The Compact is a
state-centric, member-driven initiative that provides speed-to-market for such insurance products while
continuing to uphold each member state’s obligation of ensuring strong consumer protections and
oversight of their insurance marketplace. These types of asset-based products compete with banking
and securities and other financial and retirement products which are regulated at the federal level
subject to one set of requirements and one approval. Raised Bill 5343 intends to adopt the Compact for
life and annuity products only, and not for long term care and disability products. The life and annuity
Compact product standards were the first adopted and have been tested over time.

The Interstate Insurance Product Regulation Commission’s process for developing Uniform Standards
is transparent, deliberative and welcomes input from regulators, legislators, consumers, companies and
industry organizations. The Compact rises above state-by-state approaches to embrace best content and
disclosure practices and protections benefiting consumers and allowing companies to prepare, deploy,
market and administer standard product forms across all Compacting States.

Product filings undergo a thorough and timely prior review to ensure compliance with very detailed
Uniform Standards promoting uniformity and speed-to-market without sacrificing comprehensive
regulatory review. This review is performed in a manner that is transparent to member states, by an
experienced product review team, Under the Interstate Compact, member states maintain their
sovereign authority to regulate the activities of companies engaging in the business of insurance in
their respective states.

About the Connecticut Insurance Department: The mission of the Connecticut Insurance Department is to protect consumers through
regulation of the indusiry, outreach, education and advocacy. The Department recovers an average of more than $4 miflion yearly on
behalf of consumers and regulates the industry by ensuring carriers adhere to state insurance laws and regulations and are financially
solvent to pay claims, The Department’s annual budget is funded through assessments from the insurance industry. For every doliar of
direct expense, the Department brings in about $7.45 to the stale in revenues. Each year, the Department returns more than $215 million
in assessments, fees and penalties to the state’s General Fund.



The Commission makes the filing, review and approval process much more streamlined and uniform
saving both states and companies administrative and overhead costs associated with the product filing
process. The Interstate Compact preserves state filing fee revenue as the Interstate Insurance Product
Regulation Commission (IIPRC) collects and remits state filing fees. Since the Commission facilitates
state-based regulation, the filing fees are maintained to be used by states to support regulatory
functions critical to consumer protection.

Each Compacting State has a right to opt out of an entire adopted Uniform Standard by
regulation by providing notice to the Commission within a specified period of time or by legislation
at any time. In establishing parameters for the exercise of the sovereign right to opt-out of a Uniform
Standard, the opt-out process reasonably compels members to work together to develop Uniform
Standards with strong consumer protections so that a Member State will use all avenues in the
development and adoption process to share its concerns. Member States have access to all Commission
filings submitted for their state from the point of filing and can see all aspects of the Commission’s
filing review,

By joining the Interstate Compact, a Member State’s consumers will have more options to a wider
variety of asset-based products that have been reviewed under detailed uniform standards with strong
consumer protections. Companies doing business in a Member State will have a more streamlined
product approval process that promotes speed-to-market without sacrificing consumer
safeguards which are the hallmark of the state-based insurance regulatory system. By minimizing the
resources that must be devoted to product content review for standard life and annuity products, the
Connecticut Insurance Department will be able to devote more time to reviewing health, property and
casualty, and life products not covered by the Interstate Compact. Adoption of the Compact will
allow the Department to focus on core services and (o improve its regulatory efficiency by
allowing more effective deployment of key professional resources to ensure consumer protection.

The Department acknowledges the Chairs’ efforts to enact the Compact. However, because the
Compact defines “opt-out” in terms of an entire uniform standard, not merely provisions within a
uniform standard that conflict with the provisions of Conn. Gen, Stat, 38a-430(b), we believe the
provisions of Raised Bill 5343 lines 800-802 materially deviate from the provisions of the Compact
governing an opt out of uniform standards as specified in the Compact (Article VII). As it currently
stands, this language would prevent Connecticut from being accepted into the Interstate Compact.

The Department is committed to working with Chairs on the issues of concern and respectfully
requests that they be addressed in the Governor’s bill: HB 5051 An Act Adopting the National
Association of Insurance Commissioners’ Interstate Insurance Product Regulation Compact.

The Department thanks the Insurance and Real Estate Committec Chairs and members for the
opportunity to submit testimony on H.B. 5343,
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