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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) Annual Meeting in Duck Key, Florida, held from November 19 through 23, 2008.  More than 275 state legislators, insurance regulators, federal officials, and industry, consumer, and media representatives attended. 

SYNOPSIS

At the 2008 NCOIL Annual Meeting legislators, among other things:

Adopted:

· in concept, a letter to the NAIC expressing concern relating to a draft reinsurance regulatory modernization framework and proposed principles on transparency, accountability, and federal legislation 

· unanimously, a Rental Network Contract Arrangements Model Act
· unanimously, a resolution regarding expanding Insurance Legislators Foundation (ILF) scholarship opportunities
· unanimously, amendments to the ILF bylaws regarding ILF Board membership and size

· unanimously, a resolution in support of state insurance commissioner authority over fixed-indexed annuities

· unanimously, a resolution in support of federal reforms to workers’ compensation Medicare secondary payer laws
In addition, legislators:

· repealed a resolution regarding the application of Sarbanes-Oxley standards to insurance regulation

· withdrew consideration of a resolution on prescription drug transparency
· considered proposals for 2009 ILF studies
· postponed indefinitely a resolution regarding legal settlements as public policymaking instruments

· participated in a keynote luncheon address on the housing and financial market crisis 
· participated in roundtables on health insurance best practices and U.S. financial services reform 

DETAILED REPORT

EXECUTIVE COMMITTEE

REINSURANCE COLLATERAL

On November 23, the Executive Committee received a report regarding a National Association of Insurance Commissioner (NAIC) reinsurance collateral effort, specifically progress on a draft Reinsurance Regulatory Modernization Framework Proposal.  An NAIC representative said the Framework 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.

Legislators discussed related Principles for the Creation of the Reinsurance Supervision Review Department (RSRD), drafted by five state insurance regulators urging their inclusion in the Framework.  Following debate regarding the need for transparent, publicly accountable governance of the RSRD, large versus small-state participation, and the prospect of federal enabling legislation, the Committee voted, in concept, to send a letter to the NAIC that 1) would support attaching the Principles to the Framework, except for those related to federal legislation and 2) would stress NCOIL concerns with federal involvement and would suggest creation of an interstate compact as an alternative.

NCOIL since 2002 has acknowledged a need to reassess collateral rules in light of changes in global markets and accounting standards, and in a 2005 resolution encouraged the NAIC to make tangible progress on reinsurance reform.  

Financial services & investment products Committee

SARBANES-OXLEY STANDARDS FOR INSURANCE REGULATION

On November 20, the Financial Services & Investment Products Committee unanimously repealed a Resolution on the Application of Federal Sarbanes-Oxley Standards to State Insurance Regulation.  The resolution, adopted by the NCOIL Executive Committee on February 25, 2006, raised concerns regarding amendment of an NAIC Model Audit Rule to incorporate Sarbanes-Oxley corporate governance and accounting practices into state insurance laws.  The Committee repealed the resolution after discussing the importance of having uniform standards in states that chose to enact SOX-like regulations.  

HEALTH, LONG-TERM CARE & HEALTH RETIREMENT ISSUES COMMITTEE

RENTAL NETWORK CONTRACT ARRANGEMENTS 

On November 21 and 23, respectively, the Health, Long-Term Care & Health Retirement Issues and Executive Committees adopted unanimously an NCOIL Rental Network Contract Arrangements Model Act.  The model would allow unlimited “downstream” rentals of preferred provider organization (PPO) contracts and physician discounts, while ensuring that network access information is available to providers.  

The model establishes clear criteria for access to provider network discounts and contract terminations; requires comprehensive disclosures of third parties with access; provides for registration of unlicensed contracting entities; prohibits and penalizes under a state’s unfair insurance trade practices act unauthorized access to provider network contracts; and allows physicians to refuse discount reimbursements when access information is not available.

The model would extend to affiliates and subsidiaries of contracting entities.  It includes a drafting note acknowledging that individual states will determine whether the model should apply to self-funded employer-sponsored plans under the Employee Retirement Income Security Act of 1974 (ERISA).  Adoption of the bill represents more than three years of NCOIL effort and input from a range of interested parties, including nine interim conference calls since the 2008 Summer Meeting, among other things.

PRESCRIPTION DRUG TRANSPARENCY

On November 21, at the request of the resolution’s sponsor, the Health, Long-Term Care & Health Retirement Issues Committee withdrew consideration of a Resolution Regarding Transparency for Patients in Prescription Drug Care.  The resolution, among other things, would have encouraged states to ensure transparency when physicians/health practitioners receive financial compensation for clinical decisions, specifically when they substitute one medication for another, either brand or generic.  

INSURANCE LEGISLATORS FOUNDATION (ILF)

2009 STUDY PROPOSALS

On November 20, the ILF Board adopted a Resolution to Promote Scholarship Opportunities that recognizes current state budget challenges, among other things, and supports expanding the ILF scholarship program and apprising state insurance legislators of scholarship availability.  

The Board amended ILF bylaws to 1) eliminate a requirement that Board members must sit on a committee responsible for insurance at the time of his/her election to the Board and 2) revise the size of the Board from nine to no more than 11 members.   Legislators then selected new Board officers and members.  

The Board discussed, but chose not to pursue, a proposal to extend the ILF Study on State Authority that would address federal developments regarding state regulation and related legislative funding, as well as a plan that would analyze state efforts toward motor vehicle safety.   

The Board discussed issues regarding airbag fraud, including a need for state legislation, and determined that the subject was appropriate for Property-Casualty Insurance Committee consideration and that the ILF could serve as a resource.  

LIFE INSURANCE & FINANCIAL PLANNING COMMITTEE

FIXED-INDEXED ANNUITIES

On November 20 and 23, respectively, the NCOIL Life Insurance & Financial Planning and Executive Committees adopted unanimously a Resolution in Support of State Insurance Commissioner Authority Over the Regulation of Fixed Indexed Annuity Products.  The resolution opposes a draft U.S. Securities and Exchange Commission (SEC) Rule 151A that would subject fixed indexed annuities to oversight by federal securities regulators.  The resolution reaffirms long-standing NCOIL support for state insurance commissioner authority over the sale and marketing of annuity products to consumers, while encouraging increased communication among insurance departments and state and federal securities regulators over areas of mutual concern.
STATE-FEDERAL RELATIONS COMMITTEE

LEGAL SETTLEMENTS AS PUBLIC POLICY INSTRUMENTS

On November 21, the State-Federal Relations Committee postponed indefinitely a Resolution Concerning the Recent Use of Legal Settlements as Public Policymaking Instruments in the Insurance Arena, as well as a related friendly amendment.  The resolution, among other things, would have expressed concern regarding the public policy implications of certain legal settlements with insurers and reaffirmed the authority of state legislators to set insurance public policy.    

WORKERS’ COMPENSATION INSURANCE COMMITTEE

MEDICARE SECONDARY PAYER REFORMS

On November 20 and 23, respectively, the NCOIL Workers’ Compensation Insurance and Executive Committees adopted unanimously a Resolution in Support of H.R. 2549, Establishing Workers’ Compensation Medicare Secondary Payer Reforms.  The resolution relates to funds that employers and injured workers in a settlement put aside to pay related medical benefits once the worker enters Medicare.  The resolution supports reforms to federal Medicare law that would establish rules for approving these Medicare Set-Asides (MSAs). 

KEYNOTE ADDRESS

On November 21, legislators participated in a keynote luncheon entitled U.S. Mortgage & Specialty Finance:  No Place to Hide, delivered by financial expert Howard Shapiro.  Mr. Shapiro discussed the causes of the housing and broader financial markets crisis, the impact on consumers and the economy, and whether recent government efforts to solve the problem have made the situation worse or better.  

ROUNDTABLES

HEALTH INSURANCE REFORMS

On November 22, legislators participated in a roundtable entitled Health Insurance Reforms: Finding Best Practices.  Panelists represented the AcademyHealth State Coverage Initiatives Program; Council for Affordable Health Insurance (CAHI); Park Strategies, LLC; and the Vermont Department of Banking, Insurance, Securities, and Healthcare Administration (BISHCA).  Participants addressed, among other things, the impacts of various state innovations to increase healthcare access, reduce costs, and provide coverage; innovations to cover those with chronic diseases; and how a new President could impact state healthcare reforms.

U.S. FINANCIAL CRISIS

On November 22, legislators participated in a roundtable entitled U.S. In Financial Crisis:  Where Do We Go From Here?.  Panelists represented the American Bankers Insurance Association (ABIA)/Optional Federal Charter Coalition; the Coalition Opposed to a Federal Insurance Regulator (COFIR); Consumer Watchdog; the Group of North American Insurance Enterprises (GNAIE); and the New York State Insurance Department.  Participants addressed the shape that financial services reform should take; factors that led to collapse of financial services giants; if state insurance oversight could serve as a model for reform; whether calls for federal mechanisms are merited; and of the need to revisit international accounting standards.     

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

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

· natural catastrophe financing
· state credit freeze laws and Federal Trade Commission (FTC) activity 

· federal crop insurance developments

· education/occupation underwriting

· international accounting standards

· state efforts regarding life settlements legislation

· emerging mileage-based auto insurance products
· NAIC involvement in federal insurance legislation
· a nationwide mortgage licensing system

· principles-based reserving for life insurance 

· producer licensing state and federal initiatives 
· U.S. Department of Defense efforts to curb predatory lending
· workers’ compensation insurance reforms
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