
 
 
 
 
 
 
Hawaii State Legislature        January 30, 2014 
Senate Committee on Commerce and Consumer Protection  
Hawaii State Capitol 
415 South Beretania Street 
Honolulu, HI 96813 
 
Filed via electronic testimony submission system 
 
RE: SB 2821, Insurance - NAMIC’s Written Testimony for Committee Hearing  

 
Dear Senator Rosalyn H. Baker, Chair; Senator Brian T. Taniguchi, Vice Chair; and members of 
the Senate Committee on Commerce and Consumer Protection: 
 
Thank you for providing the National Association of Mutual Insurance Companies (NAMIC) an 
opportunity to submit written testimony to your committee for the January 31, 2014, public 
hearing. Unfortunately, I will not be able to attend the public hearing, because of a previously 
scheduled professional obligation.  

NAMIC is the largest property/casualty insurance trade association in the country, serving 
regional and local mutual insurance companies on main streets across America as well as many 
of the country’s largest national insurers.  
 
The 1,400 NAMIC member companies serve more than 135 million auto, home and business 
policyholders and write more than $196 billion in annual premiums, accounting for 50 percent of 
the automobile/homeowners market and 31 percent of the business insurance market. NAMIC 
has 69 members who write property/casualty and workers’ compensation insurance in the State 
of Hawaii, which represents 30% of the insurance marketplace.  
 
Through our advocacy programs we promote public policy solutions that benefit NAMIC 
companies and the consumers we serve.  Our educational programs enable us to become better 
leaders in our companies and the insurance industry for the benefit of our policyholders.  
 
NAMIC does not oppose the proposed legislation, and is only submitting comments on the provisions 
pertaining to the Holding Company Act which are modeled after the NAIC’s Model Holding Company 
Act (HCA). However, NAMIC believes that a size-based exemption from the requirement to file an 
Enterprise Risk Report (Form F) should be included in the proposed legislation to address the practical 
differences between large and small insurers.  
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SB 2821, as currently drafted, would create an inappropriate one-size fits all Enterprise Risk Reporting 
(ERR) Requirement that fails to balance the cost vs. the benefit of the Enterprise Risk Report for small 
insurers, the state regulator, and the insurance marketplace. Each new regulatory requirement, filing, or 
report imposed on an insurer adds to the expense of providing insurance products to the consumer. This 
added expense impacts small companies disproportionately to the detriment of their insurance 
policyholders.  
 
While the Enterprise Risk Report may not seem like an overly burdensome report for a large company, 
for a small company its completion can require outside consultants, attorneys, accountants, and enterprise 
risk management experts, who are not typically employees of the insurer.  
 
 A number of states, including the state of Hawaii, recognize the general public policy need and benefit of 
considering the impact of regulations on small businesses. The Hawaii State Legislature previously 
passed the Small Business Regulatory Flexibility Act to make sure that appropriate attention was given to 
laws and regulations that could have an unequal and disproportionately adverse impact on small 
businesses in the state.  
 
Consequently, NAMIC respectfully requests that the Senate Committee on Commerce and Consumer 
Protection consider two different size-based approaches to bring regulatory review proportionality to the 
Enterprise Risk Report Provision in SB 2821:  
  

 1) Monetary threshold exemption – This regulatory approach exempts companies with less than 
$300 million (or it could be set at $500 million to be consistent with the size-based threshold 
exemption in ORSA and the Model Audit Rule) in direct written premiums from the Enterprise 
Risk Report requirement. Texas, Kansas, and Indiana have adopted a monetary threshold 
exemption and Alabama has a 2014 bill that includes this exemption language. Idaho has passed 
a law granting the Commissioner discretion to exempt insurers from the ERR requirement based 
upon the insurer’s size. 

 
 2) Proportionality of review approach – This regulatory approach states that “the report must be 
 appropriate to the nature, scale and complexity of the operations of the insurance holding 
 company system”. Maine has passed such a law. Missouri, Ohio, and Virginia all have pending 
 bills in the 2014 legislative session that have this type of measured and thoughtful regulatory 
 review provision.   
 
Both of the proposed regulatory review approaches are consistent with and in furtherance of the public 
policy rationale that supported the 2010 NAIC revisions to the HCA and the creation of the requirement 
that insurers in a holding company system file an annual Enterprise Risk Report. When the NAIC debated 
the proposed HCA amendments, regulators were focused upon creating and designing a regulatory review 
process that would address the 2008 financial crisis. The objective was to address regulatory oversight of 
very large and complex holding companies, like the ones involved in the 2008 financial crisis. The NAIC 
proposed amendments to the HCA were not drafted in contemplation of small insurance holding 
companies, because they did not play a part in the 2008 financial crisis. In fact, there was no real 
discussion at the NAIC about how the proposed amendments and the ERR would be applied to or impact 
small insurers. The regulatory focus was upon addressing “system risk”, which is something that is not 
created by small insurance holding companies.  
 
NAMIC respectfully requests that the Senate Committee on Commerce and Consumer Protection 
bring insurance holding company size-based proportionality into the discussion of the Enterprise Risk 
Reporting Requirement of SB 2821 and consider amending the proposed regulation to include one of the 
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two different size-based approaches to the ERR regulatory requirement provision of the proposed Holding 
Company Act.   
 
Thank you for your time and consideration. Please feel free to contact me at 303.907.0587 or at 
crataj@namic.org, if you would like to discuss NAMIC’s written testimony.  

 
Respectfully, 
 

 
 
Christian John Rataj, Esq. 
NAMIC Senior Director – State Affairs, Western Region                      
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