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This letter will present a brief synopsis and then a more detailed report of action taken at the National Conference of Insurance Legislators (NCOIL) Annual Meeting in Napa Valley, California, held from November 9 through 12, 2006.  Nearly 350 state legislators, insurance regulators, and industry, consumer, and media representatives attended. 

SYNOPSIS

 At the NCOIL Annual Meeting, legislators:

· Adopted a proposed Market Conduct Surveillance Model Law
· Adopted a proposed Resolution in Support of Expanding Annuity Suitability Requirements
· Readopted an NCOIL Identity Theft Protection Model Act

· Readopted an NCOIL Company Licensing Modernization Model Act

· Postponed indefinitely a proposed Model Act Enabling States to Create Partnership for Long-Term Care Programs and a proposed Model Act Implementing State Partnership for Long-Term Care Programs (working draft)
· Moved for further consideration a proposed NAIC natural disaster mega-catastrophe plan, and voted to convey initial comments to regulators prior to the NAIC Winter Meeting
· Moved for further consideration a proposed Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance
· Moved for further consideration a proposed Model Act Regarding Pharmacy Benefit Managers (PBMs)
· Moved for further consideration a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts
· Moved for further consideration development of a payday lending model law

· Moved for further consideration a proposed Model State Uniform Building Code
· Moved for further consideration review of an NCOIL Life Settlements Model Act
· Moved for further consideration a proposed Approved List of Reinsurers Model Act
· Participated in general sessions on reinsurance and retirement issues

DETAILED REPORT

WORKERS’ COMPENSATION 

PROFESSIONAL EMPLOYER ORGANIZATIONS (PEOs)

On November 9, the Workers’ Compensation Insurance Committee deferred until the 2007 NCOIL Spring Meeting a proposed Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance.  The model would require, among other things, that a PEO register with an appropriate state authority and that the experience rating of a PEO client remain with the client regardless of its relationship with the PEO. 

Committee Chair Sen. Carroll Leavell (NM) appointed a working group charged with considering interested party amendments to the model and submitting a revised version prior to the NCOIL 30-day deadline for the Spring Meeting.
HEALTH, LONG-TERM CARE & HEALTH RETIREMENT ISSUES
PHARMACY BENEFIT MANAGERS (PBMs)

On November 9, the Health, Long-Term Care & Health Retirement Issues Committee deferred until the 2007 NCOIL Spring Meeting consideration of a proposed Model Act Regarding Pharmacy Benefit Managers.  The model would, among other things, require that a PBM owe a fiduciary duty to a covered entity, provide transparency regarding financial and utilization information, disclose any conflict of interest presented by PBM activity, and follow drug substitution guidelines.  

SECONDARY MARKET FOR PHYSICIAN DISCOUNTS

On November 9, the Health, Long-Term Care & Health Retirement Issues Committee deferred until the 2007 NCOIL Spring Meeting consideration of a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts.  Legislators deferred the model in order to give interested parties more time to reach consensus, as per a Committee request at the NCOIL Summer Meeting.  

The model would define the relationship between a “contracting agent” and a practicing physician.  It would regulate the secondary market in physician discounts by, among other things, demanding comprehensive disclosures on contracts between physicians and contracting agents regarding the use of physician discount information.     

LONG-TERM CARE PARTNERSHIPS

On November 9, the Health, Long-Term Care & Health Retirement Issues Committee postponed indefinitely a proposed Model Act Enabling States to Create Partnership for Long-Term Care Programs and a proposed Model Act Implementing State Partnership for Long-Term Care Programs (working draft).   During the 2004 Annual and the 2005 Spring, Summer, and Annual Meetings, legislators deferred consideration of the model laws in order to monitor action on proposed, and now enacted, federal legislation that would address implementing a long-term care partnership program.

FINANCIAL SERVICES & INVESTMENT PRODUCTS

IDENTITY THEFT

On November 9 and 11, respectively, the Financial Services & Investment Products and Executive Committees readopted an NCOIL Identity Theft Protection Model Act, which the Committees originally adopted on November 21, 2003.  The Act would protect consumers from misuse of their personal financial information by those with the intent to defraud another person or with intent to commit any violation of federal, State, or local law and would make such offenses felonies.

PAYDAY LENDING

On November 9, the Financial Services & Investment Products Committee deferred until the 2007 NCOIL Spring Meeting further consideration of items for possible inclusion in an NCOIL payday lending model law.  The provisions, submitted by Committee Chair Rep. Joe Hune (MI), would address the length and amount of a payday loan, lender charges, collateral, partial payments, verification issues, disclosures and warnings, and lender reporting requirements.  The Committee also more generally discussed issues including loan rollovers, loan repayment plans, and restrictions regarding the placement of payday loan establishments.

NATURAL DISASTER INSURANCE LEGISLATION
MEGA-CATASTROPHES

On November 9, the Subcommittee on Natural Disaster Insurance Legislation moved for further consideration a proposed National Association of Insurance Commissioners (NAIC) Discussion Paper on the Current National Catastrophe Plan Proposal, and voted to convey its initial comments to the NAIC Catastrophe Insurance Working Group prior to the December NAIC Winter Meeting.

The Subcommittee expressed strong support for authorizing fixed-dollar deductibles for non-catastrophe losses, percentage-of-insured-value deductibles for catastrophe claims, and the ability of consumers to purchase lower catastrophe deductibles for additional premiums.  The group reiterated support for tax-deferred catastrophe reserves and strong statewide building codes, and expressed interest in certain other mitigation initiatives contemplated under the plan.  Legislators had strong reservations regarding a proposed mandated offer of all-perils insurance coverage.

Among other things, the draft sets out a multi-layered system for disaster management, in which primary responsibility would fall to consumers and the private industry; secondary responsibility would rest on optional state or regional catastrophe funds; final responsibility would lie with a federal catastrophe backstop should a newly created Federal Natural Catastrophe Commission determine such a need; and states would be required to implement strong mitigation initiatives at every layer of the proposal.
BUILDING CODES

On November 9, the Subcommittee on Natural Disaster Insurance Legislation deferred until the 2007 NCOIL Spring Meeting a proposed Model State Uniform Building Code.  The model act would establish structural building requirements in order to minimize losses from wind, flood, and earthquake in areas with significant catastrophe exposure.  It also would create a framework for a statewide system of building code regulation.  

LIFE INSURANCE & FINANCIAL PLANNING

ANNUITY SUITABILITY

On November 10 and 11, respectively, the Life Insurance & Financial Planning and Executive Committees adopted a proposed Resolution in Support of Expanding Annuity Suitability Requirements.  The resolution, among other things, expresses NCOIL support for a National Association of Insurance Commissioners (NAIC) Suitability in Annuity Transactions Model Regulation and encourages state insurance regulators to promulgate its provisions.  The NAIC model, amended in 2006 to address individuals of all ages, would require producers and life insurers to protect individuals from unsuitable annuity transactions.  
LIFE SETTLEMENTS

On November 10, the Life Insurance & Financial Planning Committee deferred until the 2007 NCOIL Spring Meeting review of an NCOIL Life Settlements Model Act, which the Committee originally adopted on November 16, 2000.  The model act would, among other things, prohibit a person, wherever located, to (1) act as a provider or broker with an owner or purchaser who is a resident of the state without first having obtained a license from the commissioner; (2) use any form of sales contract or purchase agreement unless it has been filed and approved by the commissioner; and (3) enter into a sales contract if the policy was obtained by false, deceptive, or misleading means.

In light of emerging life settlements issues, Committee Chair Rep. Larry Taylor (TX) appointed a subcommittee, chaired by Rep. George Keiser (ND), to consider either amending the NCOIL model to address the current market or developing a new model act.  

STATE-FEDERAL RELATIONS

MARKET CONDUCT SURVEILLANCE

On November 10 and 11, respectively, the State-Federal Relations and Executive Committees adopted a proposed Market Conduct Surveillance Model Law designed to establish uniformity of market conduct oversight and end costly duplications of effort regarding market conduct exams.  Adoption of the model law followed more than five years of NCOIL work on the issue.

The model act would address items including, among other things, state collaboration, market analysis procedures, insurance department data requests, confidentiality, department access to third-party information, and review of complaint and other insurer data.   The NCOIL model would establish methods for collecting marketplace data and would set forth a continuum of market conduct actions for consideration prior to undertaking targeted market conduct exams.
Passage of the NCOIL model followed consideration of recommendations, offered by a Market Conduct Subcommittee, to amend a February 2004 NCOIL model, which had received substantially more support than a joint NCOIL-National Association of Insurance Commissioners (NAIC) model law, adopted later in the year.  The Subcommittee received input regarding the 2004 version from a wide range of interested parties both before and immediately following the NCOIL Summer Meeting.
COMPANY LICENSING MODERNIZATION

On November 10 and 11, respectively, the State-Federal Relations and Executive Committees readopted an NCOIL Company Licensing Modernization Model Act, which the Committees originally adopted on July 12, 2002.   The model would require all states to use the current version of the National Association of Insurance Commissioners (NAIC) Uniform Certificate of Authority Application (UCAA).  The UCAA is a process designed to allow insurers to file copies of the same license application for admission in numerous states.  The model calls for repeal of all additional state company licensing requirements and licensing forms not specifically contained in the UCAA.

EXECUTIVE 

REINSURANCE COLLATERAL

On November 11, the Executive Committee received reports from Maine Insurance Superintendent Al Iuppa, president of the National Association of Insurance Commissioners (NAIC), and from Massachusetts Insurance Commissioner Julianne Bowler, chair of the NAIC Reinsurance Task Force, regarding NAIC activity on reinsurance collateral issues, including a new Reinsurance Task Force proposal that would establish rating requirements for both domestic and non-U.S. reinsurers.  

An Approved List of Reinsurers Model Act has served as a placeholder for the Committee, as it receives reports from NAIC leadership on the progress of its Task Force, as requested by a 2005 NCOIL Executive Committee Resolution Regarding Reinsurance Collateral Requirements.  The Approved List would provide for reduced collateral requirements for non-U.S. reinsurers that meet certain financial solvency criteria.  
GENERAL SESSIONS

REINSURANCE

On November 11, legislators participated in a general session entitled Reinsurance:  Can It Meet the Needs of Consumers in Crisis?.  Panelists representing Allstate Insurance Companies, Benfield, Fireman’s Fund Insurance Company, ProtectingAmerica.org, and Swiss Re addressed, among other things, how insurers and reinsurers are responding to recent natural disasters; whether capacity is sufficient and coverage is affordable; the outlook going forward; and whether state catastrophe funds and/or a federal reinsurance mechanism could help solve the problem. 

RETIREMENT ISSUES
On November 11, legislators participated in a general session entitled Redefining Retirement: Will Federal Pension and Partnership Laws Make a Difference?.  Speakers representing the Center on Federal Financial Institutions (COFFI), Prudential Financial, and Genworth Financial addressed, among other things, the funding requirements of H.R. 4, the Pension Protection Act; automatic enrollment of employees in defined contribution plans; and long-term care partnership programs.
 

*******************************

In addition, legislators considered the following issues, among others: 

· federal preemption initiatives, including optional federal charter bills

· financial modernization, including the NAIC Interstate Insurance Product Regulation Compact

· state guaranty fund reform
· the National Flood Insurance Program (NFIP)
· a principles-based approach for life insurance reserving

· a surplus lines compact proposal
· state workers’ compensation insurance reforms
· international accounting standards
· insurance receivership issues
· finite insurance and reinsurance arrangements
· long-term solutions to terrorism insurance risk 

· regulation of insurance and financial services products 

If you would like to receive additional information regarding any of the above issues, or are interested in ordering a general session audiotape, please contact the NCOIL National Office at 518-687-0178.

© National Conference of Insurance Legislators (NCOIL)
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