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SENATE PANEL PASSES ENZI BILL

At a March |5 Health, Education,
Labor & Pensions (HELP) Committee
hearing in the U.S. Senate, lawmakers
passed S. 1955, the Health Insurance
Marketplace Modernization and Afforda-
bility Act., sponsored by Sens. Michael
Enzi (R-WY) and Ben Nelson (D-NE).
In a letter to Enzi and Nelson prior to
the || to 9 party-line vote (see letter page
3), NCOIL opposed S. 1955 on grounds
that it would preempt state consumer
protections, among other concerns.

The bill would create Small Busi-
ness Health Plans (SBHPs) that would
be exempt from state rating rules and
most state benefit mandates. SBHPs
would have to offer one alternative
health plan with benefits comparable to
a comprehensive plan offered in one of
the five most populous states.

At the HELP Committee hearing,
members rejected 17 proposed
amendments, including mandates that
would have allowed women to desig-
nate an ObGyn as a primary care phy-
sician; prohibited discrimination against

women based on domestic violence;
given states the option of rejecting S.
1955 implementation; and limited rating
variations based on health and age
status to a 2:| ratio. A proposed revi-
sion that would have provided needed
coverage for autistic individuals failed also.

During an earlier, March 8 Commit-
tee hearing, members rejected amend-
ments that would have mandated pre-
screening for cancer and diabetes and
required health coverage for newborns.

The bill now heads to the Senate
floor, where Democrats are expected
to open up the national healthcare de-
bate with issues such as drug reimporta-
tion and mental health parity. Sen. Enzi
would like to bring the legislation to the
floor as soon as possible, but, as of
press time, no date had been set.

The House of Representatives has
several times passed association health
plan (AHP) bills and likely would fast-
track SBHP legislation. The House
could revise the bill by inserting more
restrictive language.

NCOIL IN ACTION

During the February 23 through 26 NCOIL Spring Meeting in Weston, Florida, legisla-
tors took the following public policy actions, among others:

¢ Adopted an amended NCOIL resolution on catastrophic natural disaster
insurance issues; a resolution opposing application of SOX-like standards to
non-public insurers; an extraordinary life circumstances drafting note to the
NCOIL credit scoring model act; and, in the Workers’ Compensation
Committee, an IAIABC model agreement regarding claims reciprocity

¢ Held special meetings on market conduct reform and PBMs (see stories page 2)

e Moved for further consideration the bylaws-required reviews of the NCOIL
Identity Theft Protection Model Act, Mental Health Parity Model Act, Insurance
Compliance Self-Evaluative Privilege Model Act, and Secondary Addressee Model Act

e Moved for further consideration proposed legislation regarding payday lend-
ing, long-term care partnerships, and reinsurance collateral requirements

e Participated in sessions on fragmented health insurance and building codes
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Legislators at the
session
addressed issues
including the
need for
confidentiality of
market conduct
exam data and
reports, as well as
the need for
domestic
deference andlor
interstate
cooperation and

coordination.

NCOIL RENEWS MARKET CONDUCT REFORM EFFORTS,

FORMS SUBCOMMITTEE

At a special NCOIL meeting on
February 24, legislators renewed
their efforts to enact market con-
duct surveillance reform and created
a special subcommittee charged with
examining viable NCOIL options,
including an initial, February 2004
NCOIL Market Conduct Surveillance
Model Law. The discussion, which
also included a call for interested
party comments, was held by the
State-Federal Relations Committee
during the recent NCOIL Spring
Meeting in Weston, Florida.

Legislators at the session ad-
dressed issues including the need for
confidentiality of market conduct
exam data/reports, as well as the need
for domestic deference and/or inter-
state cooperation and coordination.

They also noted the lack of
state, and particularly regulatory,
support for a joint NCOIL-National
Association of Insurance Commis-
sioners (NAIC) market conduct
model act that NCOIL adopted in
July 2004 and NAIC in September
2004. Legislators have received tes-
timony from interested parties that
point to continued inconsistencies in
state market conduct efforts.

At the special meeting, Commit-
tee Chair and NCOIL Past President

Rep. Craig Eiland (TX) announced that
a new subcommittee would receive
additional comments from consumer,
insurance industry, regulator, and other
groups regarding the February draft.

Subcommittee members include
Sen. Neil Breslin (NY), chair; Rep.
Eiland; Sen. Steven Geller (FL), NCOIL
Past President; Rep. Robert Damron
(KY), NCOIL Executive Committee
Chair; Rep. Fulton Sheen (MI); Sen. Pam
Redfield (NE); Sen. Carroll Leavell
(NM); Rep. George Keiser (ND); Rep.
Brian Kennedy (RI), NCOIL Secretary;
and Rep. Mark Young (VT). Sen. Bres-
lin had chaired the State-Federal Rela-
tions Committee during its initial delib-
erations on the February 2004 draft.

Lawmakers at the Spring Meeting
also identified the following three
NCOIL market conduct options: |)
return to the February 2004 model; 2)
reevaluate the joint draft; or 3) con-
sider a recently enacted Texas market
conduct bill based on the NCOIL-
NAIC version.

More than four years of NCOIL
investigation into the issue, including
publication of two Insurance Legislators
Foundation studies, have found wide
disagreement regarding the scope and
purpose of market conduct exams and
widespread and wasteful redundancies.

NCOIL LOOKS TO MODEL LAW REGULATING PBMs

Following a passionate debate on
the regulation of pharmacy benefit
managers (PBMs), legislators at
NCOIL’s recent Spring Meeting
voted to further investigate PBM
practices at the Summer Meeting in
July and to consider possible adop-
tion of an NCOIL model law.

Among other things, lawmakers
will identify and examine current
state legislation that could serve as a
template for an NCOIL model act.
According to Health, Long-Term
Care, and Health Retirement Issues
Committee Chair Rep. George

Keiser (ND), “States that have taken
legislative action have addressed regis-
tration, regulation, and fiduciary duty of
PBMs, and the relationship between
PBMs and mail-order pharmacies.”

At the February 23 debate, PBM
critics testified to problems with PBM
contracts and to documented price
markups enjoyed by large PBM firms.

Supporters said PBMs already are
regulated in various ways and that it
would be unfair to require disclosure of
PBM profit strategies when other busi-
nesses can mark up prices without
legislative regulation.




NCOIL SENDS LETTER TO ENZI: S. 1955 BAD FOR CONSUMERS,

STATE REGULATION

On March 14, NCOIL sent the following
letter to U.S. Senators Michael Enzi (R-
WY) and Ben Nelson (D-NE) opposing
S. 1955, the Marketplace Moderniza-
tion and Affordability Act of 2005, which
they co-sponsor. The letter was sent in
advance of a March |5 mark-up session
in the Health, Education, Labor & Pen-
sions (HELP) Committee (see story

page ).

NCOIL officers, past presidents, and
committee chairs were signatories. Cop-
ied on the letter were all members of
the HELP Committee, as well as repre-
sentatives of the National Association of
Insurance Commissioners, National Con-
ference of State Legislators, Council of
State Governments, and National Gover-
nors Association.

On behalf of the National Con-
ference of Insurance Legislators
(NCOIL), we are writing to express
strong opposition to S. 1955, the
Marketplace Modernization and Af-
fordability Act of 2005. NCOIL has
serious concerns with inadvertent
consequences of this proposed legis-
lation. While NCOIL commends
your efforts to make health insur-
ance more accessible and affordable
for small employers, we do not
believe that S. 1955 would achieve
the intended goal.

NCOIL opposes the preemption
of tried and true state rating systems,
which are a result of many years of
delicate regulatory balancing.

NCOIL agrees with the National
Association of Insurance Commis-
sioners (NAIC) that a “one size fits
all”
will be spread in the marketplace.
Each state is best suited to establish
appropriate rates for its unique
health insurance market.

Small Business Health Plans
(SBHPs) created under S. 1955,
much like Association Health Plans

policy cannot determine how risk

(AHPs), could result in “cherry pick-
ing” of healthier groups or individuals
and displace the sick and the frail.
Adverse selection would trigger a
fragmentation of the market, which,
ultimately, could contribute to the
nation’s growing underinsured and
uninsured populations and place
significant additional pressure on the
“high risk pools” currently available in
the states.

NCOIL is also opposed to any
legislation that would preempt vital
consumer safeguards and distance
state officials from consumers or
handicap their ability to protect them.
S. 1955 could exacerbate existing
frustration of state regulators, who
are discouraged by their inability to
respond to current consumer com-
plaints regarding ERISA coverage, and
could dramatically add to consumer
frustrations in our individual states
related to resolving problems encoun-
tered with healthcare providers.

In its current form, the bill also
allows insurance companies to sue
states for injunctive and/or equitable
relief, but ironically provides no such
relief for consumers against insurers.
Without state officials to depend on
for assistance or an opportunity to
legally challenge insurers, consumers
will be isolated in times of need.

We further question moving for-
ward on a bill that has not been sub-
ject to a cost-benefit analysis. NCOIL
believes that any such analysis will
prove that costs associated with S.
1955 will be far greater than benefits
received as the legislation’s effects on
the health insurance industry are
extrapolated over time.

NCOIL remains committed to
efficient and effective health care
insurance for the citizens of our
states served and protected by state
government regulation. We remain
available to assist you and your staff in
addressing these complex issues.

NCOIL is
opposed to any
legislation that
would preempt
vital consumer
safeguards and

distance state
officials from
consumers or
handicap their
ability to protect

them.
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