2021 FALL CONFERENCE SUMMARY

Eric Cioppa, John King, Elizabeth Dwyer, Russ Galbraith, Christopher Nicolopoulos, Michael Pieciak

The NALC had a great panel of regulators speaking at our Fall Conference in Stowe, Vermont. Below is a summary of the
comments of the speakers. If you have any questions, please feel free to reach out to us.
1. Commissioner Mike Pieciak. Commissioner Pieciak is commissioner of the Vermont Department of Financial
Regulation., and overseas financial services and insurance in Vermont. The Commissioner practiced law and
joined the Department as Deputy Commissioner. He was later appointed Commissioner. Vermont is the nation’s
premier domicile for captive insurance companies, and the Commissioner discussed the Department’s role in the
regulation of captive insurers. He also discussed the impact of Covid on the Department’s work, including the
move to remote work and allowing utilization of tools like telemedicine to serve consumers. He noted a strong
need to improve cybersecurity protection in the insurance sector, and mentioned the impact of climate change on
insurance companies as an emerging issue with regulators.
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2. Superintendent Elizabeth Dwyer. Beth Dwyer is the Rhode Island Deputy Director and Superintendent of
Insurance and Banking, having served in that position for five years. She practiced law in California and Rhode
Island prior to joining the Department. Superintendent Dwyer is a strong and active voice at the NAIC. She chairs
the Interstate Compact. She encouraged companies to use it to gain approval of simple insurance products. She
discussed an important new development at the NAIC- the potential of creating a new “letter” committee to
discuss emerging innovations in insurance. This arises out of the work of the Innovation and Technology Task
Force, and would bring in issues involving cyber, technology and innovation under the committee umbrella.
3. Commissioner John King. Commissioner John King was appointed Interim Insurance Commissioner by Governor
Brian Kemp upon the indictment of Commissioner Jim Beck. When Commissioner Beck was convicted of a
crime, the appointment became permanent. Commissioner King has a unique background, having served in the
military, in leadership posts in the National Guard, and as a police officer and sheriff in Georgia. He discussed his
service in the National Guard during the Covid crisis. He mentioned the difficult job of addressing culture and
morale issues at his agency after the change in leadership. He described his philosophy as a regulator as
encouraging open communication with insurance companies, while focusing on consumer protection and creating
a good business climate where companies compete for business. He encouraged companies to do a better job of
telling the stories of their successes in serving policyholders and their families.
4. Superintendent Eric Cioppa. Eric Cioppa is the Superintendent of the Maine Bureau of Insurance, which is part of
the state agency overseeing financial and professional services. The Superintendent has been with the agency over
thirty years, and has been active in the NAIC, including service as President in 2019. He described his service on
the joint federal-state insurance group called FSOC, which stands for the Financial Stability Oversight Council.
The Superintendent is well-regarded among regulators for his knowledge of the financial regulation issues
impacting insurance, and discussed his role as Vice-Chair of the Financial Stability E Task Force of the NAIC.
5. Commissioner Chris Nicolopoulos. Chris Nicolopoulos of New Hampshire spoke next. He is a lawyer who led the
New Hampshire Association of Insurance Agents for five years before agreeing to serve as Insurance
Commissioner. He talked about lessons learned from Covid, including the ability to serve consumers effectively
with remote work. He did express a concern about the impact of remote culture on the important role of
mentoring and talent development, which best occurs in the workplace. He described his goal of creating a
department that focused on “common sense” regulation during his tenure of service.
6. Deputy Commissioner Russ Galbraith. Russ Galbraith is the Chief Deputy Commissioner of the State of
Arkansas. He has over twenty-five years’ experience in the industry, having served in industry with Farmers
Insurance starting in 1999, and later as an insurance regulator. He talked about his role in increasing the number
of insurance companies doing business in Arkansas- with over one hundred forty new companies licensed since
2015. He has also worked a great deal on fighting insurance fraud in the state, as well as focusing on legislative
changes like the Insurance Business Transfer Law that make Arkansas a better regulatory state.
Joel Allen - LTC Global
RESPONDING TO AGENTS’ FINANCIAL NEEDS IN COVID RECOVERY
Attracting new customers while controlling cost is essential to the success and growth of insurance carriers. The cost to
acquire new customers falls to the carrier’s agency partners.
These agencies use their commissions to pay for marketing and lead costs to generate sales and provide an income. High
first-year commissions are necessary to absorb these costs.
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On the other hand, paying these high first year commissions can produce a strain on the insurer’s surplus, drive down the
return on investment and adversely affect the carrier’s ability to market products with competitive premiums. By
implementing some of the marketing ideas and strategies suggested in his presentation, carriers can meet the
compensation needs of their agency partners, recruit additional agents while better serving their current agency force,
generate additional sales and revenue while lowering expenses and increasing profitability.
Kevin Griffith - Faegre Drinker Biddle & Reath
DEVELOPMENTS IN LIFE INSURER RECEVERSHIP LAW AND WHY IT MATTERS
1. Changes in Guaranty Association (“GA”) Assessment Exposure for Long-Term Care Insurance (“LTCi”)
Failures
A. Changes were demanded by large health insurers after being subjected to significant GA assessments for Penn Treaty’s
LTCi, a line of business treated by state insurance laws as a form of health insurance that large health insurers did not
generally write.
B. A “compromise” was reached by the large health insurers and large life insurers acting through the ACLI to split GA
assessment obligations for failed insurers having LTCi 50% to Life and Annuity Insurers and 50% to Health Insurers, and
adding HMOs as “member insurers” of the GA.
C. In 2017, with support from large life insurers and large health insurers the NAIC drafted and adopted the new Model
GA Act in 9 months based in part on a failed Colorado Bill introduced early in 2017 called by some the “Colorado
Compromise.”
D. The amended GA statutes have been enacted to date in 34 states and efforts are underway in the remaining states, but
large HMOs have been opposing the amendments.
II. Recent Developments in Insurance Receivership Law
A. In re Penn Treaty Network America Insurance Company (PA Commonwealth Court July 9, 2021).
1. Extends PA Supreme Court decision in Warrantech Consumer Products Services, Inc. v. Reliance Insurance Company
in Liquidation, 96 A.3d 346, 356 (Pa. 2014) to all insolvencies.
2. Holds that all insurance contracts terminate 30 days after a liquidation order without value except for insured losses that
occurred prior to termination date. In other words, an insolvent company’s future insurance obligations (which
conceptually would include reinsurance obligations) reflected in the failed insurer’s reserves are eliminated and
discharged without any claim or recoveries by the insureds (or ceding companies).
3. PA Commonwealth ignored the concurring opinion in Warrantech that observed the statutory termination after an order
of liquidation did not mean the policies terminate without value.
4. The case is in an odd procedural posture created by the PA. Commonwealth Court specifically for this case and not
within the general rules of procedure, but the decision has also been appealed to the PA Supreme Court.
C. In the Matter of the Rehabilitation of Scottish Re (U.S.), Inc. (DE Court of Chancery)
1. By June 11 letter ruling, Vice Chancellor Laster observed that any rehabilitation plan proposed by the Delaware
Commissioner (as receiver of Scottish Re) must satisfy the “no-creditor-worse-off-than-liquidation” standard (a/k/a
Carpenter Test) but invited parties to submit briefs if they disagreed with that conclusion.
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2. The Delaware commissioner (as receiver of Scottish Re) is seeking the authority to implement a rehabilitation plan for
Scottish Re that would impose unilateral contract modifications of its reinsurance contracts to reduce reinsurance
payments from Scottish Re and increase reinsurance premium due to Scottish Re to levels that will treat at least many
Scottish Re cedents worse than they would be treated in liquidation.
3. If the Receiver prevails, there would be no objective limits or protection against his authority to modify unilaterally
reinsurance contracts to save (e.g., rehabilitate) a failed reinsurance company, and would permit the receiver to reduce
benefits and increase of premiums that would put cedents in a worse financial position than they would be in if Scottish
Re was liquidated.
4. A group of 57 Cedents and 5 Retrocession Aires joined in a single brief opposing the Receiver’s position and in favor
of the Carpenter Test. Two Retros (represented by the same counsel) supported the Receiver and asked for additional
briefing.
5. Vice Chancellor Laster issued a Memorandum and Order on August 31 setting forth an additional briefing schedule. (i)
Amicus curiae briefs due October 15. (ii) Reply briefs due November 15 (iii) Responsive briefing from amicus curiae due
December 3 (iv) Oral arguments at hearing scheduled for January 20.
B. In re Senior Health Insurance Company of Pennsylvania (PA Commonwealth Court August 24, 2021).
1. Same senior judge rejected the “no-creditor-worse-off-than-liquidation” standard (a/k/a Carpenter Test) limitation on a
Receiver’s authority to restructure an insolvent insurer’s contracts.
2. Eliminates any objective limits or protection against the authority of an insurance commissioner to modify unilaterally
insurance policies or reinsurance contracts to save (e.g., rehabilitate) a failed insurance company, and permits the
commissioner (as receiver) to reduce benefits and increase of premiums that would put insureds and cedents in a worse
financial position than they would be in if the insolvent company was liquidated.
3. The decision has been appealed to the PA Supreme Court by the Maine Superintendent of Insurance, the Massachusetts
Insurance Commissioner and the Washington Insurance Commissioner.
Scott Harrison, High Point Strategies
Identification of Areas of Regulatory Change Important to NALC Members. Scott Harrison will be working with
Governor Hodges and the Board of Directors to identify areas where changes in current regulatory models or standards
would be advantageous to NALC members. Input from NALC members on issues or areas where they would like to see
positive changes to current law is also being sought. Suggestions and comments can be directed to Gov. Hodges or Scott
Harrison.
NAIC Life Insurance Illustrations (A) Working Group. Based upon events at the NAIC Summer meeting in
Columbus, Ohio, it appears that the controversial work of this Working Group may be coming to a close without any
changes to current life insurance illustration disclosure requirements. After the Working Group was unable to identify
serious inadequacies or deficiencies in current policy disclosure requirements and sample policy summaries, consumer
representatives urged the Working Group to develop and require an entirely new “short policy overview document,” and
also to require additional supplemental materials (requiring changes to Model #580). Working Group members were
unable to reach consensus on either of these measures and sought guidance from the Life Insurance and Annuities (A)
Committee.
Prior to the Columbus meeting, the “A” Committee sought comments from interested parties on two questions: (i)
whether the Working Group should continue to develop a policy overview document to achieve its charge of improving
the understandability of the life insurance policy summaries; and if so, (ii) when it should be delivered to consumers. The
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NALC opposed both of these requirements. The NALC also argued that the Working Group had completed its original
charge and should therefore be disbanded. At the “A” Committee meeting in Columbus, no state expressed support for
imposing either of these new requirements. Following a suggestion from Commissioner Mulready to disband the
Working Group entirely because it had completed its charge, Wisconsin Commissioner A fable suggested (over the very
strong objection from Bernie Birnbaum) directing the Working Group Chair draft a report for presentation at the
December meeting. We expect that report to note the lack of consensus, whereupon the A committee will adopt the
report and find that the Working Group has completed its charge.
NAIC Life RBC revisions (Bond Factors). Earlier this summer the NAIC completed a nearly decade – long project to
update bond factors used in the Life RBC calculation. The new factors are those proposed by the ACLI and Moody’s
Analytics in 2021, as opposed to those prepared by the American Academy of Actuaries. The adopted revisions apply to
the following components of C-1, Asset Risk: Bonds (LR002), Asset Concentration (LR010), Hedged Asset Bond
Schedule (LR014), Off Balance Sheet Collateral (LR017), and Calculation of Tax Effect (LR030). At the urging of the
NALC and ACLI, these changes reflect modifications to reduce the burden to small companies which invest in a smaller
number of bond issuers. A chart comparing the new factors and the old factors appears below. These changes are
effective 2021 reporting.
Life RBC Bond factors - New vs Old
NAIC Designation Category
1A
1B
1C
1D
1E
1F
1G
2A
2B
2C
3A
3B
3C
4A
4B
4C
5A
5B
5C
6

Jeff Lee - Lewis & Ellis

Adopted 2021 Factors
0.158%
0.271%
0.419%
0.523%
0.657%
0.816%
1.016%
1.261%
1.523%
2.168%
3.151%
4.537%
6.017%
7.386%
9.535%
12.428%
16.942%
23.798%
30.0%
30.0%

2020 and prior Factors
0.39%
0.39%
0.39%
0.39%
0.39%
0.39%
0.39%
1.26%
1.26%
1.26%
4.46%
4.46%
4.46%
9.70%
9.70%
9.70%
22.31%
22.31%
22.31%
30.00%
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CHANGES TO 7702 INTEREST RATES AND NONFORFEITURE RATES
In late December 2020, Congress passed the “Consolidated Appropriations Act, 2021” which included changes to Section
7702 of the IRC. The changes included a modification of the minimum interest rate for purposes of the Cash Value
Accumulation Test (CVAT) and
Guideline Premium Requirements. The requirements to use the interest rate guaranteed in the contract if greater than the
minimum defined in Section 7702 remains.
For the CVAT, the previous minimum interest rate of 4% has been replaced by an “applicable accumulation test minimum
rate” which is defined as the lesser of 4% and “the insurance interest rate” in effect at the time the contract is issued. The
bill defines this “insurance interest rate” as the lesser of the Section 7702 valuation interest rate or the Section 7702
applicable Federal interest rate, which are then further defined. The minimum rate used for the CVAT is 2% in 2021.
For Guideline Premiums, the previous minimum interest rate of 6% for Guideline Single Premiums has been replaced by
an “applicable guideline premium minimum rate” which is defined as the applicable accumulation test minimum
(discussed above) plus 2 percentage points. The minimum rate used for Guideline Single Premiums is 4% in 2021. The
previous minimum interest rate of 4% for Guideline Level Premiums has been replaced by the applicable accumulation
test minimum. The minimum rate used for Guideline Level Premiums is 2% in 2021.
The Nonforfeiture Interest Rate has been amended in the 2021 Valuation Manual such that the 4% floor has been
removed. The new floor is the applicable accumulation test minimum rate which is 2% in 2021. The maximum
nonforfeiture rate going forward will always equate to 125% of the statutory valuation rate, rounded to the nearest 25
basis points. The maximum rate is 3.75% in 2022.
Kelly Sullivan - NEAM
THE POST PANDEMIC ECONOMIC RECOVERY & INVESTMENT OPPORTUNITIES
The path of the economy is tied to the path of the virus. The pandemic caused an abrupt stop in economic activity last
spring, but the swift monetary and fiscal policy response helped support the recovery; limiting both the depth and length
of the drawdown. The economy bounced back strongly in the first half of 2021 as restrictions and lockdown measures
eased. However, as we move past the initial reopening bounce, we are now facing decelerating economic growth, elevated
inflation, and a labor market that is still recovering at a time when the Fed is attempting to scale back unprecedented
monetary policy accommodation.
All of this is happening amidst a backdrop of low interest rates and tight credit spreads, making for a challenging
reinvestment rate environment for life insurance companies which has put downward pressure on fixed income portfolio
book yields. The U.S. life insurance industry’s book yield declined steadily by a total of 128 bps over the last decade. In
2020, the industry’s overall book yield experienced the largest annual decline of 32 bps over the last ten years. Fixed
income duration remained relatively unchanged over the last five years, presumably driven by asset liability matching
requirements.
The pandemic situation and central banks’ actions have resulted in a challenging low-rate environment for the industry.
Insurers should consider a holistic enterprise framework when considering taking additional risks in pursuit of investment
returns.

