
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 Savannah, Georgia, held from March 1 through 4, 2007.  Nearly 250 state legislators, insurance regulators, and industry, consumer, and media representatives attended. 
Note:  This version has been updated since the initial meeting report posting in order to reference a Health, Long-Term Care, and Health Retirement Issues Committee letter regarding the State Children's Health Insurance Program (SCHIP).  
SYNOPSIS

 At the NCOIL Spring Meeting, legislators:

· Adopted unanimously a proposed Model State Uniform Building Code
· Adopted a Resolution Regarding the Enforcement of Existing State Insurable Interest Laws, Stranger-Originated Life Insurance (STOLI), and Related NAIC Action
· Postponed indefinitely development of a payday lending model law

· Postponed indefinitely a proposed Model Act Regarding Pharmacy Benefit Managers (PBMs)
· Postponed indefinitely a proposed Resolution Withdrawing Support of the NAIC Interstate Insurance Product Regulation Compact Model Legislation
· Moved for further consideration review of an NCOIL Life Settlements Model Act
· Moved for further consideration a proposed NAIC natural disaster mega-catastrophe plan

· Moved for further consideration a proposed Post-Assessment Property and Liability Insurance Guaranty Association Model Act
· Moved for further consideration a proposed Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance 
· Moved for further consideration a proposed Model Act Regarding Auto Liability Insurance and Rental Vehicles
· Moved for further consideration a proposed Approved List of Reinsurers Model Act, and considered current proposals regarding reinsurance collateral
· Moved for further consideration a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts
· Moved for further consideration a proposed Resolution Concerning the Recent Use of Legal Settlements as Public Policymaking Instruments in the Insurance Arena
· Participated in general sessions on the McCarran-Ferguson Act and state health insurance reforms

DETAILED REPORT

EXECUTIVE 

REINSURANCE COLLATERAL
On March 3, the Executive Committee received a report from a representative of the National Association of Insurance Commissioners (NAIC) regarding NAIC activity on a new 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 NAIC leadership on the progress of its Task Force, as requested by a 2005 NCOIL Executive Committee Resolution Regarding Reinsurance Collateral Requirements.  The Approved List would provide for reduced collateral requirements for non-U.S. reinsurers that meet certain financial solvency criteria.  
FINANCIAL SERVICES & INVESTMENT PRODUCTS

PAYDAY LENDING

On March 1, the Financial Services & Investment Products Committee postponed indefinitely development of a payday lending model act and, instead, chose to monitor the issue and consider further action if necessary.  Legislators were concerned that a model act might imply NCOIL endorsement of payday loans.  Prior to the decision, the Committee discussed recommendations offered by an NCOIL Payday Lending Subcommittee regarding, among other things, loan timeframe, loan amounts, disclosures, and warnings.  Also addressed were loan rollovers, loan repayment plans, and restrictions regarding the placement of payday loan establishments. The Committee had considered the subject of payday lending for more than one year. 

HEALTH, LONG-TERM CARE & HEALTH RETIREMENT ISSUES
PHARMACY BENEFIT MANAGERS (PBMs)

On March 1, the Health, Long-Term Care & Health Retirement Issues Committee postponed indefinitely consideration of a proposed Model Act Regarding Pharmacy Benefit Managers.  Legislative concerns with the proposed model included a desire to avoid a “one-size-fits-all” approach that would not address unique state markets, and a fear that the model would increase drug costs for consumers.  

The model would have, among other things, required that a PBM owe a fiduciary duty to a covered entity, provided transparency regarding financial and utilization information, disclosed any conflict of interest presented by PBM activity, and followed drug substitution guidelines.  
STATE CHILDREN’S HEALTH INSURANCE PROGRAM (SCHIP)
On March 1, the Health, Long-Term Care & Health Retirement Issues Committee voted unanimously to transmit a letter to Congress urging federal lawmakers to reauthorize and expand funding for the State Children’s Health Insurance Program (SCHIP).  The letter, sponsored by Rep. Brian Kennedy (RI) and Rep. George Keiser (ND), notes that SCHIP has been successful in achieving its goals of expanded health insurance coverage for children and cautions Congress that without additional funding, 14 states could run out of federal money for SCHIP by October, with six (6) states projected to exhaust their resources by May 7, 2007.

SECONDARY MARKET FOR PHYSICIAN DISCOUNTS

On March 1, due to time constraints, the Health, Long-Term Care & Health Retirement Issues Committee deferred until the 2007 NCOIL Summer Meeting consideration of a proposed Model Act Concerning Regulation of the Secondary Market in Physician Discounts.  

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

LIFE SETTLEMENTS

On March 1, during a special session on life settlements, the Life Insurance & Financial Planning Committee adopted a Resolution Regarding the Enforcement of Existing State Insurable Interest Laws, Stranger-Originated Life Insurance (STOLI), and Related NAIC Action; reauthorized an NCOIL Subcommittee on Life Settlements; and deferred review of an NCOIL Life Settlements Model Act until the Subcommittee convenes a special interim meeting on the issue.

Proposed by Representative Robert Damron (KY), the resolution expresses NCOIL support for the enforcement of existing state laws, including insurable interest, life settlement, and consumer protection laws, as mechanisms to combat STOLI schemes.  It also requests that the NAIC defer final consideration of its Viatical Settlement Model Act until its December 2007 Winter Meeting.

The Subcommittee will consider interested-party amendments to the NCOIL model during a special session to be held prior to the NCOIL Summer Meeting, and will again address the issue during a second session scheduled during the conference.  Key issues likely to be considered include how the NCOIL model will address STOLI, property rights of policyowners, and premium financing of a policy.  
The NCOIL model act, which the Committee originally adopted on November 16, 2000, would, among other things, prohibit a person, wherever located, to (1) act as a provider or broker with an owner or purchaser who is a resident of the state without first having obtained a license from the commissioner; (2) use any form of sales contract or purchase agreement unless it has been filed and approved by the commissioner; and (3) enter into a sales contract if the policy was obtained by false, deceptive, or misleading means.

NATURAL DISASTER INSURANCE LEGISLATION

MEGA-CATASTROPHES

On March 1, the Subcommittee on Natural Disaster Insurance Legislation deferred until the 2007 NCOIL Summer Meeting a proposed National Association of Insurance Commissioners (NAIC) Discussion Paper on the Current National Catastrophe Plan Proposal following discussion of certain elements of the plan.
The Subcommittee considered Layer Two of the multi-layered proposal, which calls for the establishment of optional state and/or regional catastrophe funds, as well as promotes various mitigation efforts.  Legislators chose not to convey to the NAIC at this time their comments regarding Layer Two.
At the November NCOIL Annual Meeting, the Subcommittee reviewed Layer One, in which primary responsibility would fall to consumers and the private industry and states would implement other mitigation initiatives, and submitted the group’s initial comments prior to the NAIC Winter Meeting.
The final tier of the plan, Layer Three, would rest responsibility on a federal catastrophe backstop should a newly created Federal Natural Catastrophe Commission determines such a need.  The Subcommittee has yet to consider that layer.
BUILDING CODES

On March 1, the Subcommittee on Natural Disaster Insurance Legislation unanimously adopted a proposed Model State Uniform Building Code.  The model would apply statewide and would establish structural building requirements based on the latest technical information.  It would provide for stricter standards in areas of high-hazard for wind, flood, and earthquake.  The model also, among other things, would create a framework for building code regulation.  The Property-Casualty Insurance Committee unanimously adopted the model act on March 2, followed by the Executive Committee on March 3.
PROPERTY-CASUALTY

GUARANTY FUND REFORM

On March 2, the Property-Casualty Insurance Committee deferred until the 2007 NCOIL Summer Meeting a proposed Post-Assessment Property and Liability Insurance Guaranty Association Model Act.  The model law, which is based on a National Conference of Insurance Guaranty Funds (NCIGF) proposal, would set forth a comprehensive scheme for certain policy claimants when a property-casualty insurer becomes insolvent and is ordered liquidated.  
Among other things, the model act would provide for the creation and operation of a Commission charged with administering a state guaranty fund and would address issues including, among others, limitations on coverage for high net-worth insureds; establishment of a $300,000 claims cap (except for workers’ compensation claims, which would be paid in full); creation of a bar date beyond which claims against an insolvent insurer’s estate could not be filed; finality of a guaranty association’s claims determinations; and consistent provisions that would activate a guaranty association’s claims paying.
The model act did not meet the 30-day deadline for the NCOIL Spring Meeting and so required a two-thirds vote of the Committee for consideration.
AUTO RENTAL LIABILITY WAIVERS

On March 2, the Property-Casualty Insurance Committee deferred until the 2007 NCOIL Summer Meeting a proposed Model Act Regarding Auto Liability Insurance and Rental Vehicles.  The draft model law served as a placeholder until a revised version is submitted in accordance with the NCOIL 30-day deadline rule for the Summer Meeting.  
Among other things, the model act would require that every motor vehicle liability insurance policy that covers fewer than five private passenger motor vehicles registered in a state must 1) offer coverage for damage to or loss of a rental vehicle (including loss of use); 2) disclose to new policyholders and upon renewals that rental vehicle coverage is provided; 3) notify an insured that he/she has ten days following such notification to reject the rental coverage, if the insurer charges a separate fee for the coverage; 4) prohibit a policyholder from receiving rental vehicle payments under more than one auto liability policy; and 5) allow an insurer to pursue subrogation rights in connection with rental vehicle claims.      
The issue of rental vehicle liability is not a 2007 Committee charge and so required a two-thirds vote for Committee consideration.
STATE-FEDERAL RELATIONS

INTERSTATE INSURANCE PRODUCT REGULATION COMMISSION
On March 2, the State-Federal Relations Committee postponed indefinitely a proposed Resolution Withdrawing Support of the NAIC Interstate Insurance Product Regulation Compact Model Legislation.  The resolution, among other things, would recognize the importance of speed-to-market for insurance products, question NCOIL support for the IIPRC, and encourage discussions regarding additional methods to achieve efficiency and uniformity in state insurance regulation.

USE OF LEGAL SETTLEMENTS AS PUBLIC POLICY INSTRUMENTS
On March 2, the State-Federal Relations Committee deferred until the 2007 NCOIL Summer Meeting consideration of a proposed Resolution Concerning the Recent Use of Legal Settlements as Public Policymaking Instruments in the Insurance Arena.  Committee Chair Rep. Craig Eiland (TX) indicated he would offer, for discussion purposes, an amended version of the resolution at the Summer Meeting. 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.  

WORKERS’ COMPENSATION 

PROFESSIONAL EMPLOYER ORGANIZATIONS (PEOs)

On March 1, the Workers’ Compensation Insurance Committee deferred until the 2007 NCOIL Summer Meeting a proposed Model Act Regarding Professional Employer Organizations (PEOs) in Workers’ Compensation Insurance in order to give an NCOIL PEO Working Group time to consider additional interested-party comments. 
The Committee asked that interested parties submit any proposed amendments to the model by Friday, March 30, in order for the Working Group to submit a revised version of the model law prior to the NCOIL 30-day deadline for the Summer Meeting.  The model would require, among other things, 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 SESSIONS

MCCARRAN-FERGUSON
On March 3, legislators participated in a general session entitled Amending McCarran-Ferguson:  The Beginning of the End of State Regulation?. Panelists representing the National Association of Mutual Insurance Companies (NAMIC), the National Association of Insurance Commissioners (NAIC), and the law firm of Wiley Rein addressed, among other things, the history of the McCarran-Ferguson Act; the impact that repeal would have on state insurance regulation and related interested parties; the reasons motivating those who are calling for change; the bearing that “safe harbors” would have on competition; and the consequences for consumers.  
STATE HEALTH INSURANCE REFORM
On March 3, legislators participated in a general session entitled Health Insurance Reform:  States as Testing Grounds?.  Speakers representing the Health Policy Institute at Georgetown University, The Heritage Foundation, the New York State Senate, and America’s Health Insurance Plans (AHIP) addressed, among other things, current state health insurance reform efforts, including measures in Massachusetts and New York, and AHIP’s State Principles for Reform.
 

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

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

· federal preemption initiatives, including optional federal charter bills

· financial modernization, including the NAIC Interstate Insurance Product Regulation Compact

· state guaranty fund reform
· the National Flood Insurance Program (NFIP)
· travel-based underwriting for life insurance policies 
· a surplus lines compact proposal
· state workers’ compensation insurance reforms
· international accounting standards
· insurance receivership issues
· long-term solutions to terrorism insurance risk 

· 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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