
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 Las Vegas, Nevada, held from November 14 through November 18, 2007.  Nearly 350 state legislators, insurance regulators, and industry, consumer, and media representatives attended. 

SYNOPSIS

At the 2007 NCOIL Annual Meeting, legislators:

Adopted:
· unanimously a Resolution Opposing the Proposed Amendment to Internal Revenue Service Regulations Eliminating the Deductibility of Captive Insurance Company Reserves
· unanimously a Resolution in Support of H.R. 506, The Health Partnership through Creative Federalism Act
· unanimously a report on Phase II recommendations of an ILF Study on State Authority and formed a subcommittee to examine implementation of those recommendations
· unanimously an amended NCOIL Life Settlements Model Act
· unanimously a Post-Assessment Property and Liability Insurance Guaranty Association Model Act
· unanimously a Resolution in Support of Surplus Lines Insurance Multi-State Compliance Compact (“SLIMPACT”)
· unanimously a letter in response to a U.S. Department of Treasury request for comment regarding insurance regulation
· unanimously a Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance 
Moved for further consideration:

· a proposed Resolution in Support of Extending Dependent Health Benefits for Young Adults
· a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts
· a proposed Resolution Regarding Transparency for Patients in Prescription Drug Care 
· a proposed Model Act Prohibiting Accident Response Fees
· proposed Model Legislation Regarding Auto Liability Insurance for Rental Vehicles and Rental Vehicle Damage Waivers 
· a proposed Resolution Concerning the Recent Use of Legal Settlements as Public Policymaking Instruments in the Insurance Arena, as well as a friendly amendment to that resolution
· a proposed Resolution Regarding a New Approach to State Catastrophe Funds and Federal Mega-Disaster Assistance
In addition, legislators:

· Considered current proposals regarding reinsurance collateral, relating to a previously proposed Approved List of Reinsurers Model Act
· Participated in general sessions on financing natural disasters and interstate compacts
DETAILED REPORT

EXECUTIVE COMMITTEE

REINSURANCE COLLATERAL
On November 17, the Executive Committee received a report from a representative of the National Association of Insurance Commissioners (NAIC) regarding NAIC activity on reinsurance collateral, including an NAIC port-of-entry proposal.  The Committee also received a report on a recent New York State plan that, among other things, would reduce collateral requirements for well-rated non-U.S. insurers.
An Approved List of Reinsurers Model Act has served as a placeholder for the Committee, as it receives reports from the NAIC on the progress of its Reinsurance Task Force, as requested by a 2005 NCOIL Resolution Regarding Reinsurance Collateral Requirements.  The Approved List would allow reduced collateral requirements for non-U.S. reinsurers that meet certain financial solvency criteria.  
FINANCIAL SERVICES & INVESTMENT PRODUCTS COMMITTEE

TAX TREATMENT FOR CAPTIVE INSURERS

On November 15 and 17, respectively, the Financial Services & Investment Products and Executive Committees unanimously adopted a Resolution Opposing the Proposed Amendment to Internal Revenue Service Regulations Eliminating the Deductibility of Captive Insurance Company Reserves.  The resolution recognizes the growth and importance of the U.S. captive insurance industry and notes that captive insurers are attracted to the U.S. because the IRS treats them favorably.  The resolution opposes an IRS plan to eliminate a current, favorable captive reserve deductibility and predicts that the change would drive captives out of the U.S. and into less reliable regulatory environments offshore.  

HEALTH, LONG-TERM CARE & HEALTH RETIREMENT ISSUES COMMITTEE
H.R. 506, HEALTH PARTNERSHIP THROUGH CREATIVE FEDERALISM ACT
On November 16 and 17, respectively, the Health, Long-Term Care & Health Retirement Issues and Executive Committees unanimously adopted a Resolution in Support of H.R. 506, The Health Partnership through Creative Federalism Act.  The resolution expresses support for H.R. 506 and substantially similar S. 2772; urges members of Congress to take action on the bills; and commends the bills’ sponsors for their leadership in developing bipartisan legislation that recognizes states as “laboratories of democracy.”  
H.R. 506/S. 2772 would, among other things, provide grants to states for development and implementation of innovative, comprehensive health insurance reform; encourage states to implement a variety of reform options; and permit states to seek exemptions from otherwise applicable federal statutes, including ERISA.  
DEPENDENT HEALTH BENEFITS

On November 16, the Health, Long-Term Care & Health Retirement Issues Committee deferred until the 2008 NCOIL Spring Meeting consideration of a proposed Resolution in Support of Extending Dependent Health Benefits for Young Adults.  The resolution supports increasing the availability of dependent benefits to certain individuals up to age 25, regardless of student status, in order to extend coverage to millions of young people.  The resolution recognizes state efforts to provide such additional insurance; outlines reasons why young adults may need longer-term benefits; and notes that young individuals are among the most inexpensive to insure.
SECONDARY MARKET FOR PHYSICIAN DISCOUNTS

On November 16, at the request of representatives of the health insurance industry and the American Medical Association (AMA), the Health, Long-Term Care & Health Retirement Issues Committee deferred until the 2008 NCOIL Spring Meeting consideration of a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts.  Legislators deferred their review in order to give health insurance and AMA representatives additional time to work toward consensus on issues related to the model law.

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.     

TRANSPARENCY FOR PATIENTS IN PRESCRIPTION DRUG CARE

On November 16, due to time constraints, the Health, Long-Term Care & Health Retirement Issues Committee deferred until the 2008 NCOIL Spring Meeting consideration of a proposed Resolution Regarding Transparency for Patients in Prescription Drug Care.  The resolution addresses efforts to promote generic drugs; supports a requirement that a prescribing physician or health practitioner fully disclose to a patient, or to a patient’s designee, any financial compensation received regarding prescribed or substituted medication; and urges states to take appropriate steps to ensure transparency in doctor-patient relationships.     

INSURANCE LEGISLATORS FOUNDATION (ILF)

PHASE II:  STUDY ON STATE AUTHORITY RECOMMENDATIONS
On November 16, during a joint meeting of the Insurance Legislators Foundation (ILF) Board and Executive Committee, legislators adopted Phase II recommendations of an ILF Study on State Authority:  Making a Case for Proper Insurance Oversight.  Legislators also formed a subcommittee to examine implementing those proposals, including one addressed by a draft resolution vetted at the meeting.
Phase II recommendations would:

· clarify the roles of regulators and attorneys general and strengthen commissioners’ authority 

· regain and enhance legislators’ oversight of regulators, and the National Association of Insurance Commissioners (NAIC) 

· require the NAIC to follow open meetings laws and preclude regulators from attending closed meetings 

· strengthen state regulation through expansion of the Interstate Insurance Product Regulation Compact

· create an independent commission of stakeholders to further review the current regulatory structure

· increase NCOIL resources to accomplish these tasks by reallocating state NAIC assessments 
The recommendations followed Phase I of the study, aired at the NCOIL Summer Meeting on July 21, which focused on authority granted to—and real-life roles of—players who impact state insurance regulation, including legislators, attorneys general, regulators, and the National Association of Insurance Commissioners (NAIC).  The study specifically addressed NAIC authority and accountability, budget, staff, use of state insurance information for profit, confidentiality of information being shared by the NAIC, alleged deficiencies in the NAIC open meetings policy, and the appropriateness of the NAIC signing of memorandums of understanding with foreign nations in its present status as a 501(c) (3) nonprofit organization.
In response to Phase II, the ILF considered a draft resolution that supports the redirecting of state assessments to NCOIL rather than the NAIC—in order to implement other Phase II proposals, including expanded legislative oversight of insurance and establishment of a commission to review further improvement of the state system.  The newly formed Subcommittee will be comprised of NCOIL officers and past presidents.
LIFE INSURANCE & FINANCIAL PLANNING COMMITTEE

LIFE SETTLEMENTS
On November 15 and 17, respectively, the Life Insurance & Financial Planning and Executive Committees unanimously adopted an amended NCOIL Life Settlements Model Act.  The model act would isolate and make illegal stranger-originated life insurance (STOLI) transactions through clear definitions, disclosures, and a strong penalties section.  The model includes a first-of-its kind definition of stranger-originated life insurance (STOLI) and requires certain disclosures to owners and insurers, including disclosure of broker compensation information, as well as provider reporting of settled policies as part of an annual statement. 

PROPERTY-CASUALTY INSURANCE COMMITTEE

GUARANTY FUND REFORM

On November 16 and 17, respectively, the Property-Casualty Insurance and Executive Committees unanimously adopted a Post-Assessment Property and Liability Insurance Guaranty Association Model Act.  The model law would create a comprehensive, statutory remedy for paying the claims of certain insureds after their property-casualty insurers have been declared insolvent.  Among other things, the model act—consistent with the idea that guaranty funds should help only the neediest claimants—would prohibit people with significant financial resources from receiving guaranty fund coverage.  The model also would cap the amount of money that a fund could pay for each claim.  

ACCIDENT RESPONSE FEES

On November 16, due to time constraints, the Property-Casualty Insurance Committee deferred until the 2008 NCOIL Spring Meeting a proposed Model Act Prohibiting Accident Response Fees.  The draft model law would, generally, prohibit municipalities and/or related emergency response units from seeking reimbursement for expenses incurred as a result of responding to an accident scene.  However, the model law would allow accident response fees as long as those fees were imposed equitably among all persons involved in an accident; were used exclusively to fund emergency responder services; and in no part paid a commission or other fee to a third-party collector for recovering the accident response fees on behalf of a municipality/response unit.
RENTAL VEHICLE DAMAGE WAIVERS

On November 16, the Property-Casualty Insurance Committee deferred until the 2008 Spring Meeting proposed Model Legislation Regarding Auto Liability Insurance for Rental Vehicles and Rental Vehicle Damage Waivers, in order to allow for further Committee discussion with interested parties.

The proposed legislation would be divided into two parts.  Part A would set forth requirements of auto insurers, including a requirement that certain motor vehicle liability policies offer coverage and disclosures regarding damage to, and loss of use of, a rental vehicle.  Part B offers two options.  Option 1 would require that rental vehicle companies make various disclosures regarding the optional purchase of damage waivers.  Option 2 would largely prohibit a rental company from holding a renter liable for damage to, and loss of use of, a rented vehicle.  
STATE-FEDERAL RELATIONS COMMITTEE

SURPLUS LINES INTERSTATE COMPACT
On November 16 and 17, respectively, the State-Federal Relations and Executive Committees unanimously adopted a Resolution in Support of Surplus Lines Insurance Multi-State Compliance Compact (“SLIMPACT”).  The resolution says SLIMPACT would create a single-state regulatory compliance system for both multi-state surplus lines and independently procured insurance; establish uniform formulae for premium tax allocation; and serve as a clearinghouse to facilitate the correct calculation and reporting of premium taxes owed to compacting states.  The resolution also says that SLIMPACT would improve coordination between state insurance departments, other state agencies, and surplus lines stamping offices.  
U.S. DEPARTMENT OF TREASURY REQUEST FOR COMMENT

On November 16 and 17, respectively, the State-Federal Relations and Executive Committees unanimously approved a letter to the Treasury Department regarding state-based insurance regulation.  NCOIL submitted the letter in response to the Treasury’s October 17 request for comment on the Regulatory Structure Associated with Financial Institutions.  The NCOIL letter asserts that state regulation of insurance has served consumers well and that states continue to make necessary reforms.  The letter describes efforts to address uniformity, including an Interstate Insurance Product Regulation Commission (IIPRC), and says that creating an optional federal charter (OFC) for insurance would harm, not help, consumers.  
USE OF LEGAL SETTLEMENTS AS PUBLIC POLICY INSTRUMENTS
On November 16—in deference to an upcoming report on Phase II recommendations of an ILF Study on State Authority—the State-Federal Relations Committee deferred until the 2008 NCOIL Spring Meeting consideration of a proposed Resolution Concerning the Recent Use of Legal Settlements as Public Policymaking Instruments in the Insurance Arena, as well as a friendly amendment to that resolution.  The Committee recognized that Phase II would address issues related to the proposed resolution, which, among other things, would express concern regarding the public policy implications of recent legal settlements with insurers.  

SUBCOMMITTEE ON NATURAL DISASTER INSURANCE LEGISLATION

STATE CATASTROPHE FUNDS

On November 15, due to the absence of the resolution’s sponsor, the Subcommittee on Natural Disaster Insurance Legislation deferred until the 2008 NCOIL Spring Meeting a proposed Resolution Regarding a New Approach to State Catastrophe Funds and Federal Mega-Disaster Assistance.
The proposed resolution would, among other things, overview long-standing NCOIL support for certain natural disaster initiatives and support a system in which optional state/regional catastrophe funds would serve as pass-through mechanisms for distribution of federal monies following qualified natural disasters.  The monies would be interest-free loans payable to the Treasury over the course of 20 years.
WORKERS’ COMPENSATION INSURANCE COMMITTEE
PROFESSIONAL EMPLOYER ORGANIZATIONS (PEOs)

On November 15 and 17, respectively, the Workers’ Compensation Insurance and Executive Committees unanimously adopted a Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance.  The model represents more than two years of NCOIL examination into insurance issues associated with PEOs.  The model would require, among other things, that a PEO register with an appropriate state authority and would establish that—for rating purposes—the experience of a PEO client is most important, regardless of the client’s relationship with the PEO.   

GENERAL SESSIONS
FINANCING NATURAL DISASTERS
On November 17, legislators participated in a general session entitled Paying for Natural Disasters:  Government versus the Free Market.  Panelists included representatives of Allstate Insurance Companies, the Association of Bermuda Insurers and Reinsurers (ABIR), Fermat Capital Management, LLC, the Florida Division of Insurance, and United Policyholders.  Speakers addressed state initiatives to finance natural catastrophes; the impact of disaster financing on primary homeowners’ insurers with significant catastrophe exposure, as well as on the reinsurance industry; the emerging capital bonds market; and consequences for consumers.
INTERSTATE COMPACTS
On November 17, legislators participated in a general session entitled Interstate Compacts: An Idea Whose Time Is Now.  Panelists included a partner of the Insurance Group at Morris, Manning & Martin, LLP, who spoke from his own perspective; the Executive Directors of the Interstate Insurance Product Regulation Commission (IIPRC) and National Association of Professional Surplus Lines Offices (NAPSLO); and a representative of the Competitive Enterprise Institute (CEI).  Speakers addressed the history and role of interstate compacts, start-up challenges in developing a compact, and the IIPRC and proposed SLIMPACT, specifically. 

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

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

· federal preemption initiatives, including optional federal charter bills

· subprime lending activity
· federal insurance scoring efforts
· federal mental health parity and State Children’s Health Insurance Program (SCHIP) legislation
· climate change initiatives

· long-term solutions to terrorism insurance risk

· principles-based reserving for life insurance 
· title insurance activity
· state workers’ compensation insurance reforms

· international accounting standards

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.
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