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MESSAGE FROM THE OFFICERS

by President George Nichols III
President Nichols Addresses Opening Session

The following excerpt was taken from NAIC President and Kentucky Commissioner George Nichols’ remarks during Opening Session of the Spring National Meeting in Chicago.
There are just a few words that express how I feel about 49 states signing the Statement of Intent for the Future of Insurance Regulation — wow, excitement, energy, focus, direction and success! This signing is a very, very powerful message. This will put us on the path to what we need to do. 

I have wanted to high-five as if the Chicago Bulls had won another championship. Like James Brown, I have wanted to “jump back and kiss myself” because I really feel positive about where we are going and the statement we are making. 

This is an important moment, and we should stop and reflect because, together, we have truly achieved something great. Who would have expected the NAIC to make a bold statement, develop a structure, outline time frames, request partnership from all of our constituents to give us input into our future? I ask our partners, are you ready for the new NAIC?

Now there will be naysayers, people picking at every word that we say, every word in the document.  We will be evaluated at the highest standard and expected to be perfect in an imperfect world. 

People are already saying that if it weren’t for S. 900, we wouldn’t do this. If it weren’t for NARAB, the threat of federal regulation, the discussion of a dual charter, or the changing dynamics in the marketplace, we wouldn’t be doing this. Guess what? We admit it!  Those things lead us to do what we did, but now we should be concerned about where we go from here to insure that the organization will be around for the next issue.  

When you played basketball, went in for a lay-up and missed because the other team took the charge, the coach would take you out of the game. He would say, “You know you are going to foul, but never take your eyes off the goal. The priority is that you score.” 

We will always keep our eye on the goal, and if we foul we still will score the basket.  For those waiting to take the charge on us, you will be beat. Because if our team loses, consumers lose, companies lose, agents lose, our states lose, the business of insurance loses. 

As you know, I like to use movies in my speeches. Keeping with the movie theme, I couldn’t find just one movie that would bring all this together, so I went to several. 

We have felt the pressure of “High Noon” because Amy didn’t want us to go back into town to be the sheriff. She thought we should just stay home, but we had a responsibility to defend the city, and there we went.  


Now our concern is that people not look upon us “Of Mice and Men,” and definitely we do not want to be referred to as “Cat On A Hot Tin Roof.” Some people believe that the goal of uniformity in our terms may be a “Street Car Named Desire.” We do face the many challenges of building consensus.  I’ve been in a room with two other commissioners when we’ve had six ideas, but “The Three Faces of Eve” was a good movie, and I was comfortable with “Close Encounters of the Third Kind.”


But if we fail to do our job, what could happen?  We could be “Gone With the Wind,” and they could replace us with “One Flew Over The Cuckoo’s Nest”! And he would operate like a “Psycho”! I don’t want us to look back in “The Rear Window,” but I also don’t want us to think we are unsinkable, because the “Titanic” did indeed go down.  

I want us to focus on building a “Field of Dreams.” In San Francisco we started developing a Statement of Intent. In Phoenix, we brought it more into focus, and over the past 30 days we have brought it to reality. This will serve as seeds for our field and allow us to play ball on behalf of our team, consumers, companies, agents, our states and the overall business of insurance. So I ask you to join with me in building the field. Let’s go play ball.

NAIC Approves Blueprint for Future of Insurance Regulation

Members of the National Association of Insurance Commissioners (NAIC) approved a blueprint outlining goals for state insurance regulation called “Statement of Intent: The Future of Insurance Regulation” during the Spring National Meeting Opening Session.

“First and foremost, the goal of state insurance regulators is to proactively and aggressively protect insurance consumers.  With the rapid change in financial services brought about by financial services modernization legislation in the United States and a globalization of the marketplace, state insurance regulators are taking steps to modernize insurance regulation,” George Nichols III, President of the NAIC and Kentucky Insurance Commissioner, said.

“The Statement of Intent outlines the goals of state insurance regulators in the short term in implementing the Gramm-Leach-Bliley Financial Services Modernization Act.  In addition, it sets the Year 2000 National Regulatory Priorities as the long-term modernization priorities for state regulators.  We are moving aggressively to implement Gramm-Leach-Bliley, and this plan moves state regulation into the next century,” Nichols added.

“Forty-nine insurance commissioners have signed the Statement of Intent, and two more are still reviewing the final resolution.  This shows that state regulators are unified in our efforts to move state regulation into the next century,” Nichols said.

NAIC Approves OTS Information Sharing Agreement Structure

Members of the National Association of Insurance Commissioners’ (NAIC) Financial Services Modernization Task Force approved an information-sharing agreement framework with the Office of Thrift Supervision (OTS) during the association’s Spring National Meeting. 
This action clears the way for state departments of insurance to begin signing separate agreements.

“Previously, we worked with the Office of the Comptroller of the Currency (OCC) to sign consumer complaint information sharing agreements.  At this time, more than half of the states have signed separate agreements with the OCC.  The draft agreement approved is a broader regulatory cooperation agreement.  It is the next logical step in the ongoing efforts of state insurance regulators to implement functional regulation,” NAIC President and Kentucky Insurance Commissioner George Nichols III said.

The agreement outlines guidelines for sharing information on the financial solvency, the insurance activities and the thrift activities of a regulated entity.  In addition, the agreement calls for sharing complaint and consumer inquiry information of regulated entities and enforcement actions.  The agreement also calls for strict confidentiality of information.  Nothing in the agreement restricts, enlarges or otherwise modifies the respective jurisdiction of the respective state department of insurance or the OTS.

Complaints White Paper Adopted

Members of the National Association of Insurance Commissioners Market Conduct and Consumer Affairs (D) Subcommittee adopted a white paper on consumer complaints during the Association’s Spring National Meeting.

The white paper addresses handling of consumer complaints by insurance departments, including recommendations for features of an effective complaint-handling process. The paper presents an accumulation of ideas, guidelines and established practices that can be used to evaluate or enhance current state procedures.

A copy of the white paper can be obtained by contacting the NAIC Publications Department at (816) 783-8300.

Regulatory Access White Paper

In action during their Plenary session, the National Association of Insurance Commissioners (NAIC) adopted the white paper, Regulatory Access to Insurer Information: the Issues of Confidentiality and Privilege, in conjunction with the Association’s Spring National Meeting.  

The white paper, which was adopted by the Special Insurance Issues (G) Committee at the NAIC Winter National Meeting, addresses the issues of regulatory access to insurer documents that insurers maintain and protecting the confidentiality of those documents.  One concern is the interplay between regulatory access and third-party access through public records laws, litigation discovery and other means.

“This paper focuses on regulatory access to insurer information and does not attempt to address the many additional issues that relate to public access to insurer data,” said John Oxendine, Georgia Commissioner of Insurance and Chair of the Special Insurance Issues (G) Committee. “I am pleased with the cooperative efforts of the industry in coming to agreement on areas of concern.”

 The white paper reviews issues related to attorney-client privilege, attorney work product, trade secret, self-critical analysis and similar topics.  The review focuses on court decisions, the position taken in NAIC model laws, and state practices and positions.  The paper includes conclusions and recommendations and several appendices of helpful information.

A copy of the white paper can be obtained by contacting the NAIC Publications Department directly at (816) 783-8300.

Funded Consumer Representatives Named



The National Association of Insurance Commissioners has named members of the Consumer Board of Trustees for 2000.  Current and former members of the Board met in Chicago for orientation during the Association’s Spring National Meeting.

“Being a consumer representative gives me an opportunity to present consumer concerns to the NAIC and to work with the members in their decision-making process,” said Bonnie Burns, California Health Advocate and member of the Board.  “Board members keep the NAIC updated on consumer issues and have direct access to state insurance regulators at NAIC meetings.”
“The Funded Consumer Representatives are an important part of our national meetings.  This forum gives us the opportunity to share important information on a variety of consumer issues and serves as a significant tool in keeping us informed,” NAIC President and Kentucky Insurance Commissioner George Nichols III said.

Members of the 2000 Consumer Board of Trustees are:

· Sonia L. Alleyne, Director of Community Investment, Massachusetts Affordable Housing Alliance, Dorchester, Massachusetts; 

· Joe Baker, Executive Vice President, Medicare Rights Center, New York, New York;

· Birny Birnbaum, Consulting Economist, Austin, Texas;

· Brendan Bridgeland, Center for Insurance Research, Medford, Massachusetts;

· Bonnie Burns, Consultant and Consumer Advocate, California Health Advocates, Scotts Valley, California;
· Pamela J. Brynes, Community Health Consultant, Niantic, Connecticut; 

· Brenda J. Cude, Professor and Department Head, Department of Housing and Consumer Economics, University of Georgia, Athens, Georgia;

· Patricia DeMichele, Executive Director, Louisiana Health Care Campaign, Baton Rouge, Louisiana; 

· J. Robert Hunter, Director of Insurance, Consumer Federation of America, Washington, D.C; 

· Karroll Kitt, Associate Professor of Family Economics, Association for Financial Counseling & Planning Education (Ohio), The University of Texas at Austin, Austin, Texas; 

· Brian Lindberg, Executive Director, Consumer Coalition for Quality Health Care, Washington, D.C.; 

· Maureen O’Connell, Managing Attorney, Legal Services Advocacy Project, St. Paul, Minnesota; and

· Erica Wood, Associate Staff Director, American Bar Association Commission on Legal Problems of the Elderly, Washington, D.C. 
NAIC Adopts Electronic Commerce and Regulation Issues Paper

In action during their Plenary Session, members of the National Association of Insurance Commissioners (NAIC) adopted an issues paper on the sale, delivery and service administration of insurance products and services using electronic means.  The action came during the Association’s Spring National Meeting.

The paper is the result of the Electronic Commerce and Regulation Working Group’s charge to evaluate methods by which the Internet and other means of electronic commerce can be used to increase efficiencies in the regulations of insurance.  The working group was charged with developing specific recommendations to update and, where appropriate, harmonize state laws, regulations and procedural requirements governing the insurance industry.

“Our goal was to preserve consumer protections while moving forward in the area of electronic commerce,” said George Nichols III, NAIC President and Kentucky Insurance Commissioner. “We have succeeded in meeting this goal.”

The issues paper defines electronic commerce as a broad category of activities that allows goods and services to be selected, purchased, received or serviced using, in all or part, electronic- based technologies. In addition to defining electronic commerce, the issue paper discusses several subject areas and provides insight into ways that states can change their laws, regulations, processes and procedures while preserving important consumer safeguards.
In addition, the issues paper contains a section where issues are analyzed and the working group provides a consensus “best practice” recommendation to address the issue.  Areas that are explored include countersignature requirements and other non-resident solicitation restrictions; signatures and electronic authentication; delivery, format and proof of coverage; electronic payments; records retention; disclosure of license status; and advertising.

Nine New Working Groups to Implement Gramm-Leach-Bliley

Members of the National Association of Insurance Commissioners (NAIC) established nine new working groups to implement the Gramm-Leach-Bliley Financial Services Modernization Act and to set regulatory priorities for the future. The action came during the Association’s Spring National Meeting.

GLBA Working Groups 






Chair/Co-Chair

Definition of Insurance






Bill Kirven (CO)

This working group will be asked to work on the definition of insurance that is needed to 

implement functional regulation in accordance with Title III of Gramm-Leach-Bliley Financial 

Services Modernization Act.

Consumer Protections






Nat Shapo (IL)

This working group will look at standards for consumer protections that states can adopt to 

provide greater uniformity among states.

Privacy








Kathleen Sebelius  (KS)

This working group will explore the uniform approach that the states should take 

with respect to the consumer privacy provisions under the Gramm-Leach-Bliley Act.

Coordinating with Federal Regulators




Terri Vaughan (IA)

This working group will explore all aspects of coordinating with federal regulators to

 make functional regulation a reality.

NARAB








Terri Vaughan (IA)

This working group will track the implementation of the NAIC Producer Licensing Model

Act and explore using all the technology resources available to the NAIC, including its affiliates.

Regulatory Priorities Working Groups

Market Conduct Issues






Steve Larsen (MD)

This working group will examine market conduct programs in the states to identify the 

issues and concerns that exist because of a lack of uniformity among the states and 

evaluate of the merits of establishing voluntary uniform national standards.

“Speed to Market”






Frank Fitzgerald (MI)

This working group will be asked to develop state-based, uniform 

Diane Koken (PA)

standards for policy form-and-rate filings for appropriate product lines. They will be asked 

to consider development of a system for domiciliary deference using one-stop filing based on minimum standards for products issued on a multi-state basis. They also will consider the feasibility of developing 

an electronic repository for filings and tracking data and a voluntary certification process.

National Treatment of Companies




George Nichols (KY)

 This working group will be asked to explore all options that could

Betsy Costle (VT)

 offer greater uniformity within a state-based system, including development of a proposal for national treatment of insurance companies through a single, uniform regulatory process or development of a proposal for a state-based system that could provide the same efficiencies as a federal charter for insurance companies.

Financial Services Holding Company Analysis/Examination/Review
Jose Montemayor (TX)

This working group will make recommendations regarding the implications         Al Gross (VA)

 of GLBA on the regulatory authority, focus and procedures provided by the NAIC Insurance Holding Company System Model Act and accompanying Model Regulation and recommend changes for consistency with the functional regulatory scheme set forth in the GLBA and related federal regulations.

Kansas, Michigan, Minnesota Receive SR 2000 Award

Three states were recognized for successfully implementing all 11 technology-based initiatives in the State Regulation 2000 (SR 2000) program. The Kansas Department of Insurance, the Michigan Insurance Bureau and the Minnesota Department of Commerce were recognized by the National Association of Insurance Commissioners (NAIC) in conjunction with the Association’s Spring National Meeting.
This brings the total number of states to have completed implementation of the program to 10. Arkansas, Missouri, Colorado, North Dakota, Iowa, Indiana and Ohio achieved their awards in 1999.  

SR 2000 is a series of aggressive initiatives developed and supported by state regulators to streamline, strengthen and enhance state regulation. SR 2000 offers state regulators new regulatory tools to improve their ability to regulate the $820 billion insurance industry and to eliminate licensing and approval barriers in multiple states.

“Obviously the states are giving implementation of these initiatives a high priority,” said George Nichols III, NAIC President and Kentucky Insurance Commissioner. “In fact, we are at 64% toward 100% compliance for all 55 states and U.S. Territories in the SR 2000 program.  What’s more, 72% of those 55 jurisdictions are more than half way toward completing all 11 initiatives.

“This is a tribute to the strength of state regulation,” said Nichols. 
“Kansas has been a leader in the SR 2000 endeavor with the significant contributions made by Commissioner Kathleen Sebelius and her staff,” said Nichols.  “I am proud to present them with this award.  

“Michigan is the ninth state to achieve the goal of completing all 11 SR 2000 initiatives,” Nichols stated. “This is an outstanding achievement for Commissioner Frank Fitzgerald and his staff, who have been leaders on many technology issues facing state regulation.

“It is a special honor for me to present Minnesota with the SR 2000 award,” said Nichols.  “They have been diligent in meeting all the requirements for these initiatives and deserve to be recognized for their hard work.”
Task Force Takes Action on Privacy Issues

The National Association of Insurance Commissioners’ Financial Services Modernization (G) Task Force decided to submit comments in response to the Graham-Leach-Bliley (GLB) Consumer Privacy Provisions at the Association’s Spring National Meeting.

Members agreed to draft initial comments to the Federal Privacy Regulations in response to three issues:

Issue One: Defining Nonpublic Information – Federal agencies have proposed that GLB’s express statutory protection of a consumer’s “nonpublic personal information” mean that any information collected through the private business operations of a financial firm be considered nonpublic information, even if some of that information could be found elsewhere publicly.

Issue Two: Consumer “Opt-Out” Procedures – GLB requires that consumers be given a fair opportunity to opt-out of having their nonpublic personal information shared with non-affiliated third parties.

Issue Three: Clarifying the Scope of Federal Privacy Regulations – The privacy regulations proposed by federal agencies expressly include state insurance authorities in the list of regulators applying federal regulations, even though federal privacy regulations will not apply to insurance providers and state insurance regulators will have no role in enforcing federal rules.

A response to the Privacy Regulations will be submitted by March 31.  

State Lines

Making Medigap Easier for Consumers 

After eight years of monitoring federally mandated reforms, Missouri has taken further steps to protect elderly and disabled citizens who buy Medigap insurance.

Medigap insurers no longer can sell new, so-called “attained-age” policies that worked against the interests of seniors, under new department regulations effective Jan. 1, 2000.

Last July 1, seniors also gained the annual right to “open enroll,” or to buy any standard policy on the market that was the same as their current plan. For the first time in Missouri, Medigap policyholders can shop for the best deal based on price throughout their lives.

With the transition now complete, the Missouri Medigap market is just as competitive, and perhaps more so, than before the department began expanding the rights of senior and disabled policyholders.

Despite Congress’ attempt to make choices easier for seniors by settling on 10 standard Medigap plans, the decision on which policy to buy at age 65 was not simple. The department and consumer groups could not advise seniors to simply shop around for the best-priced policy after determining which plan best met their individual needs.

That anomaly occurred because the cost of Medigap policies was based on three rating methodologies, one of which often saved consumers money in the beginning but had rapidly escalating costs as time went on.

The cost of so-called “attained-age” policies could increase in two ways each year through medical inflation and benefit changes, and simply because of aging. 

Missouri found the attained-age approach cost substantially more over the average person’s lifetime than another rating methodology, so-called “issue-age” plans, which bases premiums on the age at which a person bought the policy. Premiums for issue-age plans do not increase simply because a person got older.

Attained-age policy premiums also were increasing at much faster rates than issue-page plans, even at age 65. From 1994 to 1997, the average premiums for the most popular attained-age Missouri plan increased 21.5 percent while the same issue-age policies rose 5.9 percent.

The result of the pricing methodologies, from 1991 to 1997, was that insurers increasingly were abandoning community and issue-age rating that posed greater risks for them, eliminating this choice for consumers.

By the end of 1999, only a dozen issue-age plans remained, and the plan sponsored by AARP was the only Medigap policy that used community rating, which charges all policyholders the same premium. 

Compounding the difficulties for Missouri seniors was the lack of any right to switch insurers after their first policy was purchased at age 65. Seniors found themselves locked into attained-age plans that grew further out of their financial reach each year.

The lack of open-enrollment rights after age 65 essentially limited relief for these seniors to the AARP-sponsored Medigap insurance, which began experiencing rate increases.

Making Missouri’s Medigap environment friendly to consumers again was not easy. Under industry pressure, a legislative committee nixed the department’s rule initially but reversed itself after the media took notice and seniors rallied behind the changes.

None of the dire predictions about Missouri’s Medigap market materialized when the rules took effect. Only three insurers have withdrawn. Less than 3,000 or one percent of Missouri’s Medigap policyholders were insured through these three carriers.

Price competition is now keener than ever. Fifty-five Missouri Medigap insurers (that offer community rating) are vying to sell issue-age policies, making comparison easy for consumers, and current policyholders have the new freedom to shop around once a year for better deals.

We continue to make available more valuable consumer assistance to add fuel to the competitive fires. 

This year, for example, the department will have an Internet Medigap cost-comparison guide that is updated daily, rather than published with dated prices once a year. Now seniors will have the ability to shop more wisely.

Missouri’s experience demonstrates how one state can respond to its unique needs and improve upon federal consumer mandates while maintaining a vigorous private insurance market.

-- Keith Wenzel, Director

    Missouri Department of Insurance
