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The following is a status report on federal issues of interest to VCIA.
Reinsurance Taxation (Neal Bill)
There has been no action on Representative Richard Neal’s (D-MA) bill, H.R.
2054, AND Senator Robert Menendez’s (D-NJ) companion bill, S. 991, which would
deny the deduction of premiums paid for reinsurance by domestic insurers to their foreign
affiliated reinsurers. The president’s budget proposal to treat the taxation of affiliated
offshore reinsurance similar to the Neal bill also has not been accepted. The Coalition for
Competitive Insurance Rates, of which VCIA is a participant, continues to meet with
members of Congress to educate them on the negative effects of the Neal-Menendez
legislation. The greatest threat to adoption of the Neal bill is that the revenue that the
Joint Committee on Taxation estimates that this legislation would raise makes it attractive
as a pay-for to offset tax reductions or spending increases. We continue to actively
oppose this legislation.
Reauthorization of TRIA
The Senate Banking Committee passed legislation (S. 2244) reauthorizing TRIA
out of committee unanimously on Tuesday, June 3, 2014. This bill extends TRIA for
seven years and makes some changes to the deductibles and insurer retention amounts.
The trigger for TRIA remains at $100 million. The full Senate should take up this
legislation in the next few weeks. On the House side, staff have been talking about major
changes to the current terrorism reinsurance legislation which would reduce the federal
government’s obligations. A House discussion draft was leaked a few weeks ago, which
has caused major negative reaction from the insurance and business communities. House
committee staff have been holding meetings with stakeholders to discuss the leaked
proposal. The House Financial Services Committee hopes to have legislation ready for
consideration by mid-June; however, it is more likely that the legislation will not be

ready until the end of June or sometime in July. If the reauthorization legislation has not
passed both Houses by the end of July, Congress probably will not pass the
reauthorization until after the elections in November. I have continued to encourage
House staff to not pursue a proposal to eliminate single-line captives providing terrorism
insurance from the program. A comparison of current law, S. 2244, and the Houseleaked proposal is attached.
Amendments to the Liability Risk Retention Act
Efforts are being made to reintroduce legislation in Congress that would authorize
risk retention groups (RRGs) to offer commercial property insurance in addition to
general liability insurance. Rep. Dennis Ross (R-FL) has been approached about
introducing legislation that would authorize RRGs to offer other lines of commercial
insurance (in addition to liability insurance) except for group life, health and disability, or
workers’ compensation. There continues to be opposition in some quarters to this
legislation; however, some of the more contentious requirements, such as the dispute
resolution provision and the corporate governance requirements, have been dropped from
the latest draft that Rep Ross is considering. Congressman Welch (D-VT) has agreed to
cosponsor the legislation again. The Housing and Insurance Subcommittee of the House
Financial Services Committee held a hearing on May 20, 2014 on general insurance
issues at which Joe Carter of United Educators testified in support of the draft RRG
legislation. VCIA was named in the testimony as a supporter of the draft legislation to
amend the Liability Risk Retention Act.
Dodd-Frank/NRRA
We continue to work with the Vermont delegation to seek a congressional
solution to the NRRA language in the Dodd-Frank bill that has created confusion with
respect to the treatment of captives under the NRRA. Senator Leahy’s staff is looking at
potential vehicles for an amendment to clarify that the NRRA does not apply to captive
insurers.
NAIC Update
As a follow-up to my April 4, 2014 report on the NAIC 2014 Spring National
Meeting, VCIA has submitted a comment letter to the NAIC opposing the proposed
definition of multistate reinsurer. In addition, VCIA has submitted a comment letter to
NAIC supporting a proposal to clarify the grandfather provisions for reinsurance under
the reinsurance guidelines for RRGs. This proposal, currently before the Financial
Regulation Standards and Accreditation (F) Committee, will clarify that the reinsurance
guidelines for risk retention groups apply to new reinsurers and not to control renewals.
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