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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) Summer Meeting in Seattle, Washington, held from July 18 through 22, 2007.  Nearly 325 state legislators, insurance regulators, and industry, consumer, and media representatives attended. 

SYNOPSIS
 At the NCOIL Summer Meeting, legislators:

Adopted:

· unanimously a letter opposing optional federal charter (OFC) legislation in the form of S. 40, The National Insurance Act of 2007, from NCOIL Executive Committee members to Senators John Sununu (R-NH) and Tim Johnson (D-SD) 

· unanimously a proposed Resolution in Opposition to Amending or Repealing the McCarran-Ferguson Act
· unanimously a proposed Resolution in Support of Recognizing September 2007 as Life Insurance Awareness Month
·  unanimously a proposed Resolution Concerning Amendments to the State Liquidation Laws Addressing Large Deductibles
· a proposed Resolution Opposing Certain Executive Sessions of Public Policy Officials 

· unanimously a proposed Resolution Regarding State Land-Use Policies
Moved for further consideration:

· a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts
· an amended NCOIL Life Settlements Model Act
· a proposed Model Act Prohibiting Accident Response Fees
· a proposed Post-Assessment Property and Liability Insurance Guaranty Association Model Act
· a proposed Model Act Regarding Rental Vehicle Damage Waivers, as well as a proposed Model Act Regarding Auto Liability Insurance and Rental Vehicles 
· a proposed Resolution Concerning the Recent Use of Legal Settlements as Public Policymaking Instruments in the Insurance Arena
· a proposed Resolution Regarding a New Approach to State Catastrophe Funds and Federal Mega-Disaster Assistance
· a proposed Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance 

In addition, legislators:
· Considered current proposals regarding reinsurance collateral, relating to a previously proposed Approved List of Reinsurers Model Act
· Received a report on Phase I of an ILF Study on State Authority
· Postponed indefinitely consideration of a proposed NAIC natural disaster mega-catastrophe plan
· Participated in a general session on attorneys general and insurance public policymaking
DETAILED REPORT

EXECUTIVE COMMITTEE
REINSURANCE COLLATERAL
On July 21, the Executive Committee received a report from a representative of the National Association of Insurance Commissioners (NAIC) regarding NAIC activity on reinsurance collateral, including the status of a Reinsurance Task Force proposal that would establish rating requirements for both domestic and non-U.S. reinsurers through a contemplated Reinsurance Evaluation Office (REO).  

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 Task Force, as requested by a 2005 NCOIL Executive Committee Resolution Regarding Reinsurance Collateral Requirements.  The Approved List would allow reduced collateral requirements for non-U.S. reinsurers that meet certain financial solvency criteria.  
STATE AUTHORITY STUDY:  PHASE I REPORT

On July 21, during a special Executive Committee meeting, legislators heard a report regarding Phase I of an Insurance Legislators Foundation (ILF) Study on State Authority:  Making a Case for Proper Insurance Oversight.  The study takes an aerial view of state regulation in its current form, to find where it works well and contributes to a healthy insurance market and where it may not work as well and inhibits that market. 

James Schacht of Navigant Consulting, LLC, who led the study, and Bruce Foudree of Lord, Bissell & Brook LLP, a coauthor, reported on the authority granted to—and the real-life roles of—players who impact state insurance regulation, including legislators, attorneys general, regulators, and the NAIC.  
Phase II of the ILF study, which will be vetted at the 2007 NCOIL Annual Meeting, will include specific recommendations to legislators in such areas as the principles that should underlie an effective insurance regulatory scheme; the definition of the role of the NAIC and the strengthening of state legislative oversight; and the alleviation of potential jurisdictional issues between state attorneys general and state insurance commissioners.  
HEALTH, LONG-TERM CARE & HEALTH RETIREMENT ISSUES COMMITTEE
SECONDARY MARKET FOR PHYSICIAN DISCOUNTS

On July 20, 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 2007 NCOIL Annual Meeting consideration of a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts.  Legislators again deferred consideration of the proposal in order to provide representatives of the AMA and health insurance industry additional time to work toward consensus on a number of issues related to the model act.
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.     
LIFE INSURANCE & FINANCIAL PLANNING COMMITTEE
LIFE INSURANCE AWARENESS MONTH

On July 19, the Life Insurance and Financial Planning Committee unanimously adopted a proposed Resolution in Support of Recognizing September 2007 as Life Insurance Awareness Month.  The resolution emphasizes the importance of life insurance and recognizes September 2007 as Life Insurance Awareness Month.  The Executive Committee unanimously adopted the resolution on July 21.  

LIFE SETTLEMENTS

During special sessions on July 18 and 19, the Subcommittee on Life Settlements completed its review of controversial amendments to an NCOIL Life Settlements Model Act, and approved a new draft of the model law, which will be considered at the 2007 NCOIL Annual Meeting.  Proposed amendments related to, among other things, consumer disclosures, prohibited practices, licensing and reporting requirements, and a two-versus-five-year moratorium period for selling a life insurance policy.  The Subcommittee also moved to hold a special meeting on Wednesday, November 14, in conjunction with the November 15 through 18 NCOIL Annual Meeting.
The Subcommittee asked that interested parties submit proposed amendments to the new draft by October 12, in order to meet the NCOIL 30-day deadline rule for meeting materials.  Before the Annual Meeting, Subcommittee members will convene an open conference call with securities and insurance regulators, as well as life insurance, life settlement, and institutional market representatives, to discuss whether the purchase of a life settlement should be regulated by a life settlement model act.
The NCOIL model, originally adopted in 2000 and amended in 2004 to address a growing life settlements market, provides for the regulation the business of life settlements by requiring, among other things, provider and broker licensing, complex disclosures to a policy owner, and a two-year moratorium on selling a policy.

PROPERTY-CASUALTY INSURANCE COMMITTEE
ACCIDENT RESPONSE FEES

On July 20, due to time constraints, the Property-Casualty Insurance Committee deferred until the 2007 NCOIL Annual 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 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.

GUARANTY FUND REFORM

On July 20, the Property-Casualty Insurance Committee deferred until the 2007 NCOIL Annual Meeting a proposed Post-Assessment Property and Liability Insurance Guaranty Association Model Act in order to allow for continued Committee discussion.  The model law, which the Committee had deferred from the 2007 Spring Meeting, would create a comprehensive, statutory remedy for paying the claims of certain insureds after their property-casualty insurers have been declared insolvent.
Legislators supported a limit on the amount of money that could go to any one claimant, but chose to wait until the Annual Meeting to vote on the issue, so that they could also consider a drafting note acknowledging cost-of-living differences between the states.  The Committee—consistent with the idea that guaranty funds should help claimants who are most needy—indicated support for limiting payments to those claimants whose net worth is below a certain level.  In addition, legislators—concerned that states might interpret the model law too broadly—voted against including a purpose clause in the beginning of the model act.  
RECEIVERSHIP LAW AND LARGE-DEDUCTIBLE POLICIES

On July 20, the Property-Casualty Insurance Committee unanimously adopted a proposed Resolution Concerning Amendments to the State Liquidation Laws Addressing Large Deductibles.  The resolution affirms that guaranty funds should pay out no more than an insolvent insurer would have and—consistent with that notion—that states should require large-deductible reimbursements to go to guaranty funds, rather than to the general assets of insolvent insurers.  (Very generally, in large-deductible policies, which are complicated arrangements and usually relate to workers’ compensation, an insurance company pays the full amount of a claim, and then the insured returns the amount of the payment that falls within the insured’s deductible.)  

The Executive Committee unanimously adopted the resolution on July 21.  
RENTAL VEHICLE DAMAGE WAIVERS

On July 20, the Property-Casualty Insurance Committee deferred until the 2007 NCOIL Annual Meeting a proposed Model Act Regarding Rental Vehicle Damage Waivers—in order to give interested parties 30 days to submit language that they feel would be appropriate for an NCOIL model law regarding rental vehicle damage issues.  
Such a model act would be submitted in accordance with the NCOIL 30-day deadline for the Annual Meeting and would replace both the draft Rental Vehicle Damage Waivers model—which focuses on disclosure—as well as an earlier model law, vetted at the 2007 Spring Meeting, that focuses on auto liability coverage.

STATE-FEDERAL RELATIONS COMMITTEE
MCCARRAN-FERGUSON ACT
On July 20, the State-Federal Relations Committee unanimously adopted a proposed Resolution in Opposition to Amending or Repealing the McCarran-Ferguson Act.  The resolution affirms state authority to regulate insurance as authorized by the McCarran-Ferguson Act, recognizes the importance of McCarran-Ferguson’s limited insurer antitrust exemption, and opposes efforts, such as The Insurance Industry Competition Act (S.618/H.R. 1081), that would repeal the exemption and misinterpret the role of states in enforcing antitrust protections.  

The resolution asserts that  S.618/H.R. 1081 would jeopardize insurer practices that promote available and affordable coverage; expose insurance markets to uncertainty and litigation; and create an environment that inadvertently disadvantages consumers most in need.  The resolution also encourages state legislatures to oppose S. 618/H.R. 1081 and to convey their concerns to their respective congressional delegations.  The Executive Committee unanimously adopted the resolution on July 21.
OPEN MEETINGS LAWS

On July 20, the State-Federal Relations Committee adopted a proposed Resolution Opposing Certain Executive Sessions of Public Policy Officials.  The resolution expresses concern regarding the National Association of Insurance Commissioners (NAIC) practice of closing meetings for reasons beyond those accepted by Open Meetings Laws, including development of model legislation and legislative strategy.  The resolution also urges the NAIC and all other associations of state officials to conduct all meetings in open session, as appropriate, and encourages state legislatures to amend their Open Meetings Laws to address state officials attending out-of-state meetings.  The Executive Committee unanimously adopted the resolution on July 21.
OPTIONAL FEDERAL CHARTER
On July 20, the State-Federal Relations Committee voted unanimously to send a letter to Senators John Sununu (R-NH) and Tim Johnson (D-SD) opposing optional federal charter (OFC) legislation S. 40, The National Insurance Act of 2007.  S. 40 would create an Office of National Insurance (ONI) within the Treasury Department and would permit insurance companies to bypass the protections of state regulation in favor of becoming licensed under the ONI to sell insurance nationally.
The letter, which was unanimously adopted by the Executive Committee on July 21 and subsequently signed by all members of that Committee, follows earlier NCOIL letters that likewise oppose OFC efforts and that other state-based organizations—including the National Governors Association (NGA), National Conference of State Legislatures (NCSL), Council of State Governments (CSG), and the National Association of Insurance Commissioners (NAIC)—have supported.
USE OF LEGAL SETTLEMENTS AS PUBLIC POLICY INSTRUMENTS
On July 20, due to time constraints, the State-Federal Relations Committee deferred until the 2007 NCOIL Annual 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 resolution, among other things, would express concern regarding the public policy implications of recent legal settlements with insurers and would reaffirm the authority of state legislators to set insurance public policy.  

SUBCOMMITTEE ON NATURAL DISASTER INSURANCE LEGISLATION

LAND-USE

On July 19, the Subcommittee on Natural Disaster Insurance Legislation unanimously adopted a proposed Resolution Regarding State Land-Use Policies.  The resolution encourages states to evaluate their land-use and other hazard mitigation plans; sets forth items that should be included in land-use strategies; encourages adoption of an NCOIL Model State Uniform Building Code; and, among other things, urges collaboration with the Federal Emergency Management Agency (FEMA) regarding the allocation of disaster mitigation grants.

The Property-Casualty Insurance Committee unanimously adopted the land-use resolution on July 20, followed by the Executive Committee on July 21.  The resolution is the second leg of an NCOIL state mitigation package and was preceded by the building code model act adopted in March 2007.

MEGA-CATASTROPHES

On July 19, the Subcommittee on Natural Disaster Insurance Legislation postponed indefinitely consideration of a proposed National Association of Insurance Commissioners (NAIC) Discussion Paper on the Current National Catastrophe Plan Proposal.  Legislators have expressed interest in pursuing alternate, NCOIL initiatives that would promote more near-term reform in the states.  Such NCOIL efforts would include development of a mitigation package addressing building codes and land-use strategy that would supplement other NCOIL efforts, including support for tax-deferred catastrophe reserves and for creation of state catastrophe funds as appropriate.
The Subcommittee last year submitted comments to the NAIC regarding Layer One of the draft, which addresses consumers and the private market.  Layers Two and Three of the plan, which the Subcommittee did not comment on, address optional state and/or regional catastrophe funds, mitigation, and creation of a federal backstop should a newly created Federal Natural Catastrophe Commission determine such a need.  

STATE CATASTROPHE FUNDS

On July 19, the Subcommittee on Natural Disaster Insurance Legislation deferred until the 2007 NCOIL Annual Meeting a proposed Resolution Regarding a New Approach to State Catastrophe Funds and Federal Mega-Disaster Assistance, due to the absence of the resolution’s sponsor.
The proposed resolution would recognize that various types of natural disasters threaten states and communities both inland and along coastlines; overview long-standing NCOIL support for certain natural disaster initiatives; and recognize congressional interest in the issue.  The resolution would 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.

The proposed resolution had not met the 30-day deadline for the NCOIL Summer Meeting and would have required a two-thirds vote of the Subcommittee to discuss.  
WORKERS’ COMPENSATION INSURANCE COMMITTEE
PROFESSIONAL EMPLOYER ORGANIZATIONS (PEOs)

On July 19, the Workers’ Compensation Insurance Committee deferred until the 2007 NCOIL Annual Meeting an amended version of a proposed Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance.  The Committee voted to reauthorize an NCOIL PEO Working Group in order to convene interim-meeting conference calls with interested parties to further discuss amending the model law.  The Committee asked that interested parties submit any proposed amendments to the model by Friday, August 17.  
The model would require, in part, 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.
GENERAL SESSION
ATTORNEYS GENERAL AND INSURANCE POLICYMAKING
On July 21, legislators participated in a general session entitled Attorneys General and Insurance Policymaking:  Courting State Regulation?.  Panelists included an attorney from the Texas Office of the Attorney General, who spoke from his own perspective, as well as representatives of the National Association of Professional Insurance Agents (PIA); Independent Insurance Agents & Brokers of America (IIABA); the law firm of Chadbourne & Park, who offered a legal perspective; and the National Association of Insurance Commissioners (NAIC).
Panelists addressed the evolution of insurance regulation, the legal authority of state attorneys general, issues regarding recent events, and what the regulatory landscape may look like going forward.  The session was part of NCOIL’s examination into the current state regulatory system, which includes development of an Insurance Legislators Foundation (ILF) study that will evaluate state regulation in its current form.  The Executive Committee at the Summer Meeting participated in a special session on Phase I of the study (see Executive Committee section above). 

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

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

· additional federal preemption initiatives
· financial modernization, including the NAIC Interstate Insurance Product Regulation Compact
· federal insurance scoring activity
· climate change initiatives
· long-term solutions to terrorism insurance risk
· alleged abuses related to long-term care insurance
· travel-based underwriting for life insurance policies
· a surplus lines compact proposal
· state workers’ compensation insurance reforms
· international accounting standards
· 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.
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