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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) Spring Meeting in Washington, DC, held from February 27 through March 1, 2009.  More than 250 state legislators, insurance regulators, federal officials, and industry, consumer, and media representatives attended. 

SYNOPSIS

At the Spring Meeting legislators, among other things:
Adopted:
· unanimously a Resolution in Support of the Enforcement of the Department of Defense Predatory Lending Regulation
Endorsed:
· unanimously State Model Legislation for Implementation of Public Law 110-289, Title V—S.A.F.E. Mortgage Licensing Act
Created:
· an NCOIL Task Force on Credit Default Swaps

Considered and deferred:

· until the NCOIL Summer Meeting a proposed Market Conduct Annual Statement Model Act
Determined to further address:

· insurer use of consumer education and occupation data
In addition, legislators:
· participated in a keynote luncheon on international regulatory reform for financial services
· participated in roundtables on the nature and reform of health insurance and on the future of U.S. insurance regulation
DETAILED REPORT

EXECUTIVE COMMITTEE
credit default swaps
On March 1, NCOIL President Sen. James Seward (NY) appointed a Task Force on Credit Default Swaps (CDS) to address the previously unregulated CDS market that led to AIG and other financial institution crises.  The Task Force will convene interim meeting conference calls to work toward developing model legislation for discussion during the NCOIL Summer Meeting.  Sen. Seward announced that the Task Force will be headed by Assem. Joseph Morelle (NY), NCOIL Financial Services & Investment Products Committee Chair, and will include NCOIL Officers—Sen. Seward, Rep. Robert Damron (KY), NCOIL President-Elect; Rep. George Keiser (ND), NCOIL Vice President; Sen. Carroll Leavell (NM), NCOIL Secretary; and Sen. Vi Simpson (IN), NCOIL Treasurer—as well as Sen. Joseph Crisco (CT), Rep. Hubert Vo (TX), Sen. Ralph Hudgens (GA), Sen. Neil Breslin (NY), and Sen. Mike Hall (WV).  
REINSURANCE COLLATERAL

On November 23, the Committee received a report from a representative of the New Jersey Department of Banking & Insurance regarding a National Association of Insurance Commissioners (NAIC) reinsurance collateral effort.  Specifically, the regulator discussed NAIC implementation of a Reinsurance Regulatory Modernization Framework, which he said would create two new classes of reinsurers in the United States:  U.S.-domiciled national reinsurers and non-U.S.-based port of entry (POE) reinsurers and, among other things, would introduce modified collateral requirements for eligible reinsurers.  The regulator also overviewed the need for federal enabling legislation.
The Committee report followed a December 2008 NCOIL letter to the NAIC that endorsed transparent, publicly accountable governance of the Framework’s Reinsurance Supervision Review Department (RSRD) and conveyed NCOIL concerns with proposed federal involvement.  NCOIL has, since 2002, acknowledged a need to reassess collateral rules in light of changes in global markets and accounting standards.  A 2005 NCOIL resolution encouraged the NAIC to make tangible progress on reinsurance reform.  

Financial services & investment products Committee

Predatory Lending Regulation
On February 28, the Committee unanimously adopted a Resolution in Support of the Enforcement of the Department of Defense Predatory Lending Regulation.  The resolution encourages states that authorize payday loans, vehicle title loans, and tax refund anticipation loans to modify their statutes to allow enforcement of a U.S. Department of Defense (DoD) regulation that protects military families.  The resolution—which offers guidance to states regarding appropriate revisions to their statutes—notes that although state agencies often use the DoD regulation, most do not have authority to address violations or take disciplinary actions.      

licensing mortgage loan originators

On February 28, the Committee unanimously endorsed State Model Legislation for Implementation of Public Law 110-289, Title V—S.A.F.E. Mortgage Licensing Act.  The model act—which was developed by the Conference of State Bank Supervisors (CSBS) and the American Association of Residential Mortgage Regulators (AARMR)—requires mortgage originators to be either licensed or registered with a Nationwide Mortgage Licensing System (NMLS).  The model addresses penalties for acting without a license, background checks, national testing and continuing education, and license suspension, termination and nonrenewal, among other things.    

State failure to implement all S.A.F.E. Act requirements by July 31, 2009, could allow the U.S. Department of Housing and Urban Development (HUD) to establish a duplicative and costly licensing and regulatory regime.

PROPERTY-CASUALTY INSURANCE COMMITTEE

USE OF EDUCATION/OCCUPATION DATA
On March 1, the Committee held a special meeting on insurer use of education/occupation data and determined to review the issue at the NCOIL Summer Meeting and to pursue decisive NCOIL action as warranted.  The meeting, which responded to a 2009 Committee charge, focused on whether the use of education and occupation data is actuarially sound, as well as whether the factors unfairly discriminate against poor and minority populations.  Supporters of the practice included Steven Lehmann of Pinnacle Actuarial Services, Dr. Steven Weisbart of Insurance Information Institute (III), and Robert Gordon of the Property Casualty Insurers Association of America (PCI).  Opponents included Steven Parton of the Florida Office of Insurance Regulation, Eric Poe of CURE Auto Insurance, and Dr. Gregory Squires of George Washington University. 

STATE-FEDERAL RELATIONS COMMITTEE

Market Conduct Annual Statement

On February 27, the Committee deferred until the NCOIL Summer Meeting a proposed Market Conduct Annual Statement Model Act to allow for further discussion of the issue.  The model would require that market conduct annual statement (MCAS) data and analysis be kept confidential and privileged, and would establish a system whereby state insurance commissioners could collect, analyze, and share MCAS data with other entities, including the National Association of Insurance Commissioners (NAIC).

The proposed model responds to concerns expressed in a 2008 NCOIL resolution regarding NAIC authority to collect market conduct data through the annual statement, as well as regarding costs versus benefits and confidentiality. The resolution asked the NAIC to extend its consideration of the MCAS plan to allow for further legislative and other input.  
KEYNOTE ADDRESS

On February 27, legislators participated in a keynote luncheon address delivered by Ethiopis Tafara, director of the Securities and Exchange Commission (SEC) Office of International Affairs.  Mr. Tafara discussed the international regulatory framework for securities and overviewed emerging and ongoing reform initiatives.
ROUNDTABLES

FUTURE HEALTHCARE OPTIONS
On February 28, legislators participated in a roundtable entitled Future Health Options:  Is Healthcare an Insurable Risk?.   The session built upon NCOIL’s search for reform that would lower costs, increase benefits, and help cover the uninsured, among other things.  Speakers discussed the nature of health insurance, the impacts of interstate health insurance sales and risk-pooling mechanisms, new reform innovations, and prospects under a new Administration.  

Panelists represented the American Academy of Actuaries (AAA), American Association of Retired Persons (AARP), America’s Health Insurance Plans (AHIP), and the National Association of Insurance Commissioners (NAIC).  

U.S. INSURANCE REGULATION
On March 1, legislators participated in a roundtable entitled Financial Regulation:  The Past, Present, and Future of State Insurance Oversight.  The session was Part One of a three-part series regarding essential elements for creating sound, risk-based regulatory oversight in today’s world.  Speakers addressed the evolution of insurance regulation in the 20th Century and the prospects for financial services regulatory reform.  
Panelists represented the American Council of Life Insurers (ACLI), Consumer Federation of America (CFA), National Association of Insurance Commissioners (NAIC), and Property Casualty Insurers Association of America (PCI).  
*******************************

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

· auto insurance airbag fraud
· federal bailout efforts

· healthcare balance billing
· life insurance capital & surplus relief
· natural catastrophe financing
· crop insurance adjuster licensing
· federal economic stimulus activity 
· health insurance rescissions 
· international accounting standards

· state efforts regarding life settlements legislation

· NAIC involvement in federal insurance proposals
· principles-based reserving for life insurance 

· producer licensing state and federal initiatives 
· GAO, G30, and COP regulatory reform studies
· healthcare retail clinics
· systemic risk regulation
· workers’ compensation independent contractors
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