NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

EXECUTIVE COMMITTEE
NEW YORK, NY
JULY 13, 2008
MINUTES

The National Conference of Insurance Legislators (NCOIL) Health, Long-Term Care & Health Retirement Issues Committee met at the Marriott Marquis in New York, NY on Sunday, July 13, 2008, at 7:30 a.m.
Rep. Brian Kennedy of Rhode Island, NCOIL President, presided.

Other members of the Committee present were:


Sen. Joseph Crisco, CT


Rep. George Keiser, ND

Sen. Steven Geller, FL


Rep. Donald Flanders, NH


Sen. Ralph Hudgens, GA

Sen. Carroll Leavell, NM

Sen. Vi Simpson, IN


Assem. Nancy Calhoun, NY

Rep. Robert Damron, KY

Sen. William Larkin, Jr., NY

Rep. Tommy Thompson, KY

Sen. James Seward, NY

Rep. Susan Westrom, KY

Rep. Anthony Melio, PA

Sen. Thomas Buford, KY

Sen. Jake Corman, PA

Sen. Alan Sanborn, MI


Del, Harvey Morgan, VA

Rep. Frank Wald, ND


Rep. Kathleen Keenan, VT

Sen. Harvey Tallackson, ND

Rep. Virginia Milkey, VT

Rep. George Keiser, ND
Other legislators present were:


Rep. Wallace Scarborough, SC

Also in attendance were:

Susan Nolan, NCOIL Executive Director

Candace Thorson, NCOIL Deputy Executive Director

Michael Humphreys, NCOIL Director of State-Federal Relations

Jordan Estey, NCOIL Director of Legislative Affairs & Education

MINUTES

Upon a motion made and seconded, the Committee voted unanimously to adopt the draft minutes of its March 1, 2008 meeting in Washington, D.C.

NOMINATION OF EXECUTIVE COMMITTEE MEMBERS

Rep. Kennedy nominated Rep. Gregory Wren of Alabama.  Upon a motion made and seconded, Rep. Wren was confirmed as a new member of the Executive Committee.
MEETING REPORT
Ms. Nolan reported that the Summer Meeting had approximately 332 attendees.  She said that legislative attendees approximated 80. 
NON-CONTROVERSIAL CALENDAR

Ms. Thorson said the non-controversial calendar included the following:

Articles of Organization and Bylaws Revision Committee

· revision of Articles (Sections III and V) and Bylaws (Section IV.C and D) to deem that all states are NCOIL member states and to distinguish between general and contributing members

Business Planning Committee

Revised meeting registration policies to include the following:
· creation of a new category for academics/think tanks commensurate with the non-Industry Education Council (IEC) rate
· establishment of a $75 registrant surcharge to cover administrative costs for registration substitution

· requirement that registrants pay for each night they have booked in the NCOIL hotel room block, regardless of leaving early  

· requirement that a regulator from a non-member state (who is not the department’s designated representative and therefore is subject to a registration charge) pay a registration fee commensurate with the legislative non-member rate

Life Insurance and Financial Planning

· Resolution in Support of Recognizing September 2008 as Life Insurance Awareness Month
Property-Casualty Insurance Committee

· Resolution Supporting State Regulation of the Use of Credit Information in Personal Insurance, which reaffirms NCOIL support of NCOIL Model Act Regarding Use of Credit Information in Personal Insurance, as adopted in 2002
State-Federal Relations Committee

· Resolution Opposing an NAIC Plan to Utilize the Annual Statement for the Centralized Collection and Dissemination of Market Conduct Data
Upon a motion made and seconded, the Committee approved the non-controversial calendar.
OLD BUSINESS

Point of Order
Rep. Kennedy said Sen. Sanborn raised a question during the July 11 Property-Casualty Insurance Committee meeting regarding the number of legislators a state can have on the Executive Committee.  Rep. Kennedy said that, as per the NCOIL Articles of Organization, Section (V), and Bylaws, Sections (IV) and (V), as amended at the 2007 Annual Meeting in Las Vegas—a state can have up to four (4) members, notwithstanding:
· the NCOIL President

· past presidents

· chairs of state insurance committees

· chairs of standing NCOIL committees
NAIC Report on Current Proposals Regarding Reinsurance Collateral Requirements

Commissioner Steven Goldman of New Jersey reviewed the activities of the National Association of Insurance Commissioners (NAIC) Reinsurance (E) Task Force (RTF).  He said the task force was developing a new framework to regulate reinsurance in the United States, which would allow for a single-state with the appropriate regulatory capacity to regulate foreign reinsurers writing business in the United States.  
Commissioner Goldman said the proposal provided two new classes of reinsurers, i.e., national insurers and port-of-entry (POE) reinsurers.  He said national reinsurers are defined as a reinsurer licensed and domiciled in a home state and approved by that state to write reinsurance across the United States.  He said national reinsurers will submit solely to the regulatory authority of the home state supervisor for purposes of its reinsurance business.

Commissioner Goldman said POE reinsurers are foreign reinsurers that sell reinsurance in the United States.  He said under the proposal, POE reinsurers would be subject to regulation by a single POE state.  He said the POE state will be a single, certified regulatory body to regulate foreign reinsurers. 

Commissioner Goldman said U.S. licensed insurers providing reinsurance that do not choose to become a national reinsurer will have the option to continue to operate under the current regulatory framework.  He said foreign reinsurers could continue to do the same by posting 100 percent collateral.  He said the proposal provides four methods of conducting reinsurance business in the U.S., as a:

· as a national reinsurer

· as a POE reinsurer

· as a licensed or accredited reinsurer under the current NAIC Model Credit for Reinsurance Law
· as a reinsurer not licensed in all states by posting 100 percent collateral

Commissioner Goldman said a home state supervisor would be responsible for, among other things:

· approving a reinsurer for licensure as a national reinsurer

· examining its national reinsurers for solvency and compliance with applicable laws

· establishing the appropriate rating for collateral purposes of its national reinsurers and adjusting that rating as circumstances require

· responding to inquiries from other supervisors

Commissioner Goldman said a POE supervisor would be responsible for, among other things:

· certifying a reinsurer as a POE reinsurer

· establishing the appropriate rating for collateral purposes of its POE reinsurers under its supervision

· serving as the conduit for and consulting with the non-U.S. jurisdiction supervisor

Commissioner Goldman said states would be required to meet certain standards to qualify as a home state supervisor.  He said the NAIC Reinsurance Supervision Review Department (RSRD) would be developed to supervise these requirements, and among other things:

· facilitate communication and dispute resolution among home state, host state, POE, and other supervisors

· maintain, revise and update collateral reduction eligibility criteria

· establish uniform standards for home state and POE supervisors

Commissioner Goldman said a certification mechanism would be established so that states with the resources, expertise and experience to regulate reinsurance can do so.
Commissioner Goldman said a POE or home state supervisor would assign a reinsurer one of five ratings.  He said the maximum rating that a reinsurer is assigned would correspond to the reinsurer’s Nationally Recognized Statistical Rating Organization (NRSRO) rating.  He said home state and POE supervisors would consider, among other things, the following factors when determining an appropriate rating for a reinsurer:
· a list of disputed or overdue recoverables

· the reinsurer’s reputation for prompt payment of valid claims

· compliance with reinsurance contractual terms and obligations

· the business practices of the reinsurer 

· regulatory actions against the reinsurer

Commissioner Goldman said the proposal was designed to accommodate large companies that conduct business inside and outside of the United States, and would be implemented over time.  He said more discussion needs to occur between state regulators and foreign regulators about international shifts in accounting systems, principles-based regulation and risk assessment.  He said it is important for the United States to weigh in with the European Union on these issues.
Rep. Keiser said he agreed with the home state and POE state supervisory approach, but questioned the role of the RSRB.  He encouraged the NAIC to avoid the establishment of a complex bureaucracy in its focus on creation of a level playing field.  Commissioner Goldman said that no single state has the expertise or resources to do this.

COMMITTEE REPORTS

Financial Services & Investment Products

Mr. Humphreys, in the absence of the co-chairs, reported that the Committee had:

· received a report on credit freeze legislation

· received a report on privacy notices

· discussed issues related to bond insurance

· received an update on NAIC Securities Valuation Office (SVO) activity

· received a report from the U.S. Department of Defense on payday lending

The Executive Committee unanimously accepted the report as presented.

Health, Long-Term Care and Health Retirement Issues
Rep. Westrom, co-chair of the Committee, reported that the Committee had:

· adopted, by a vote of 12-4, a Resolution in Support of Extending Dependent Health Benefits for Young Adults
· considered a Resolution Regarding Transparency for Patients in Prescription Drug Care
· held a special meeting on Thursday, July 11 to discuss rental network model legislation
· received a report on state/federal prosthetic parity legislation

· received an update on the Genetic Information Nondiscrimination Act of 2008

· received an update on federal Medicare reimbursement legislation
Rep. Westrom asked the Executive Committee to consider the Resolution in Support of Extending Dependent Benefits for Young Adults.  The resolution was adopted by unanimous consent.   

The Executive Committee unanimously accepted the report as presented.

International Insurance Issues
Rep. Wald, co-chair of the Committee, reported that the Committee had:

· received a report on current UK and EU regulatory developments

· received a report on the global credit crunch from the U.S. subprime lending crisis

· received an update on IAIS/NAIC international activity

· received an update on international accounting standards progress

The Executive Committee unanimously accepted the report as presented.

Life Insurance and Financial Planning
Sen. Crisco, co-chair of the Committee, reported that the Committee had:

· received a report on state STOLI legislation
· received an update on state group life insurance modernization efforts

· discussed senior-specific certifications in financial planning

· received an update on principles-based reserving

· adopted a Resolution in Support of Recognizing September 2008 as Life Insurance Awareness Month
The Executive Committee unanimously accepted the report as presented.

Property-Casualty Insurance
Ms. Thorson, in the absence of the co-chairs, reported that the Committee had:
· approved a Resolution Supporting State Regulation of the Use of Credit Information in Personal Insurance (on the non-controversial calendar)
· amended and readopted an NCOIL State Flood Disaster Mitigation and Relief 
Model Act

· discussed recent insurance scoring activity, including a pending FTC homeowners’ insurance study
· received a report from the Subcommittee on Natural Disaster Insurance Legislation
· received an update on the National Flood Insurance Program

· discussed rate modernization developments

· discussed a proposal to expand the Federal Risk Retention Act

The Executive Committee unanimously accepted the report as presented.

State-Federal Relations
Rep. Damron, NCOIL Treasurer and co-chair of the Committee, reported that the Committee had:

· approved a resolution regarding an NAIC MCAS initiative
· deferred consideration of a proposed Resolution Concerning the Recent Use of Legal Settlements as Public Policymaking Instruments in the Insurance Arena
· discussed the U.S. Department of the Treasury Blueprint for the Financial Sector
· received a report on a federal NARAB II proposal

· received a report on federal surplus lines legislation and on a proposed surplus lines insurance compact
· discussed reciprocity/uniformity efforts in producer licensing

· discussed progress of the Interstate Insurance Product Regulation Compact

The Executive Committee unanimously accepted the report as presented.

Subcommittee on Natural Disaster Insurance Legislation
Sen. Geller, co-chair of the Subcommittee, reported that the Subcommittee had:
· voted against a proposed Resolution Regarding a New Approach to State Catastrophe Funds and Federal Mega-Disaster Assistance
· received an update on pending state and federal initiatives
· received a report on the NAIC Mega-Catastrophe Plan

· received a report on climate change activity

· discussed tax incentives for catastrophe savings accounts

The Executive Committee unanimously accepted the report as presented.

Workers’ Compensation Insurance
Mr. Estey reported that the Committee had:
· discussed 2007 New York workers’ compensation reforms

· review impairment ratings and recent state activity

· received an update on independent contractors in workers’ compensation

· discussed federal legislation to reform The Medicare Secondary Payer Act
The Executive Committee unanimously accepted the report as presented.

OTHER MEETINGS
Special Meeting on Rental Network Model Legislation
Rep. Westrom, co-chair of the Committee, reported that the Committee had:

· received a report on physician issues with rental network preferred provider organizations (PPOs)
· received a report on rental network model legislation from insurer, trade-group and physician representatives

· committed to complete an NCOIL model working draft during Committee conference calls with a goal of consideration at the 2008 Annual Meeting in Hawk’s Cay

The Executive Committee unanimously accepted the report as presented.

Special Meeting of the Insurance Legislators Foundation

Rep. Kennedy, NCOIL President, reported that the Board had:

· adopted unanimously a proposal to extend an ILF Study on State Authority:  Making a Case for Proper Insurance Oversight, which will address a controversial National Association of Insurance Commissioners (NAIC) Market Conduct Annual Statement (MCAS) plan and offer alternatives for market conduct reform

· deferred consideration of a draft resolution regarding redirecting state assessments to NCOIL rather than the NAIC

· discussed interested party comments regarding implementation of Phase II study recommendations

· discussed implementation proposals

The Executive Committee unanimously accepted the report as presented.

Articles of Organization and Bylaws Revision
Assem. Calhoun, chair of the Committee, said the Committee had:

· amended the Articles (Sections III and V) and Bylaws (Section IV.C and D) to deem that all states are NCOIL member states and to distinguish between general and contributing members 
The Executive Committee unanimously accepted the report as presented.

Business Planning

Rep. Kennedy, chair of the Committee, said the Committee had decided to:
· create a new category for academics/think tanks commensurate with the non-Industry Education Council (IEC) rate

· establish a $75 registrant surcharge to cover administrative costs for registration substitution

· require that registrants pay for each night they have booked in the NCOIL hotel room block, regardless of leaving early  

· require that a regulator from a non-member state (who is not the department’s designated representative and therefore is subject to a registration charge) pay a registration fee commensurate with the legislative non-member rate

The Executive Committee unanimously accepted the proposals and the report as presented.

Membership
Rep. Keiser, chair of the Committee, said the Committee had:
· discussed state-by-state legislative progress

· discussed future NCOIL activity

· discussed IEC recruitment efforts

The Executive Committee unanimously accepted the report as presented.

ADJOURNMENT

There being no further business, the Committee adjourned at 8:30 a.m.
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