NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

WORKERS’ COMPENSATION INSURANCE COMMITTEE

NAPA VALLEY, CALIFORNIA
NOVEMBER 9, 2006

DRAFT MINUTES

The National Conference of Insurance Legislators (NCOIL) Workers’ Compensation Insurance Committee met at the Marriott Napa Valley Hotel & Spa in Napa Valley, California, on Thursday, November 9, 2006, at 9:15 a.m.

Sen. Carroll Leavell of New Mexico, chair of the Committee, presided.

Other members of the Committee present were:


Sen. Ralph Hudgens, GA

Del. Harvey Morgan, VA

Rep. Shirley Bowler, LA

Sen. Ann Cummings, VT

Rep. George Keiser, ND

Rep. Virginia Milkey, VT

Rep. Donald Flanders, NH

Sen. Dan Kapanke, WI

Rep. Daniel Foley, NM





Other legislators present were: 


Rep. Michael Ripley, IN

Assem. Nancy Calhoun, NY

Rep. Ronald Crimm, KY

Assem. Ivan Lafayette, NY

Sen. Jerry Klein, ND


Rep. Anthony Melio, PA

Rep. Frank Wald, ND


Rep. Brian P. Kennedy, RI

Sen. Neil Breslin, NY




Also in attendance were:


Candace Thorson, NCOIL Deputy Executive Director


Mike Humphreys, NCOIL Director of Legislative Affairs & Education, 


Life, Health, and Workers’ Compensation Insurance Committees


MINUTES

The Committee voted unanimously to approve the minutes of its July 20, 2006, meeting in Boston, Massachusetts.
CALIFORNIA WORKERS’ COMPENSATION SYSTEM

Richard Anderson of the California Workers’ Compensation Institute (CWCI) updated members on California’s recent workers’ compensation system reforms.  He said that as a result of 2002, 2003, and 2004 legislative reforms, the state has seen a 60 percent reduction in insurance rates.  He referenced a study performed by an independent consulting firm that found the reforms have saved the system almost $8.1 billion.

Mr. Anderson said reforms began as a response to skyrocketing rates between 2000 and 2002, which contributed to the California State Compensation Insurance Fund growth from 20 to 50 percent of the market.  He noted that 2002 reforms focused on increasing death, total disability, and partial disability benefits, while 2003 reforms looked at medical loss cost containment, including utilization and chiropractic and physical therapy services, outpatient surgical facilities, and pharmacy costs.  He said the legislature’s adoption of American College of Occupational and Environmental Medicine (ACOEM) guidelines also significantly reduced workers’ compensation costs.

Rep. Keiser pointed out that according to Mr. Anderson’s presentation, there was significant improvement before 2005, but costs appeared to increase in 2006.  Mr. Anderson said that costs were stabilizing, and that it was too early to determine final 2006 figures.  He said the CWCI does not view the preliminary results as a reversal from previous trends.    
Sen. Hudgens asked, among other things, how California addressed injuries in which an employee is considered as a major contributing cause.  Mr. Anderson replied that the legislation established coverage on a percentage basis depending on the nature of the injury, not on its cause. 
PROFESSIONAL EMPLOYER ORGANIZATIONS (PEOs) 

Robert Wake of the Maine Bureau of Insurance, Chairman of a National Association of Insurance Commissioners (NAIC) PEO Working Group, thanked members for their work on a proposed NCOIL Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance and noted two major issues regarding workers’ compensation insurance and PEOs.  He said the draft model effectively would address the issue of using the experience rating of a PEO client, rather than a PEO, but suggested the model be amended to mandate reporting of loss experience at the client level.  He said client-level rating does not work unless there is client-level reporting.  

Mr. Wake said the second big issue relates to gaps in coverage and issues generated by shifting employment relationships.  He expressed concern over a provision that would hold a client responsible for insuring its direct hire employees, and suggested that requiring all clients to have their own policies undoes many of the benefits of a PEO relationship.

Rep. Milkey asked whether there was anything in state law regarding the definition of a licensed insurer that would preclude forming a captive company or self-insuring.  Mr. Wake responded that Maine captive law allows a captive insurer only to reinsure for workers’ compensation and prohibits it from insuring directly. 

Tim Tucker of the National Association of Professional Employer Organizations (NAPEO) said workers’ compensation insurance is one issue related to the regulation of PEOs and commended members for their work on the model.  He suggested that a drafting note be included that would encourage states to incorporate the NCOIL model into a comprehensive PEO bill.  He reported that many states have already enacted comprehensive PEO legislation. 
Mona Carter of the National Council on Compensation Insurance (NCCI) said there are a few issues of concern in the proposed model that she looks forward to working with members to address.  She proposed that the model address master versus multiple-coordinated policies, requiring client-level reporting to statistical and data organizations, and compliance issues.  

Sen. Leavell said he would form, and chair, a Working Group to address amending the model before the 2007 NCOIL Spring Meeting.  
PROPOSED 2007 COMMITTEE CHARGES

Mr. Humphreys said the proposed Committee charges for 2007 were as follows:
· Work toward adoption of a model law regarding Professional Employer Organizations (PEOs)

· Identify and report on state workers’ compensation insurance systems, focusing particularly on reform efforts, cost containment, and best practices

· Investigate and report on cross-border issues

· Monitor and report on federal initiatives and establish a position, if appropriate

Following Committee discussion, legislators voted unanimously to adopt the proposed 2007 charges.

ADJOURNMENT

There being no further business, the meeting adjourned at 10:20 a.m.
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