EXECUTIVE (EX) COMMITTEE AND PLENARY

Executive (EX) Committee and Plenary, Dec. 4, 2023, Minutes

Adopted the NAIC 2024 Proposed Budget (Attachment One)

Adopted the NAIC 2024 Proposed Committee Charges (Attachment Two)

Adopted the 2024 Generally Recognized Expense Table (GRET) (Attachment Three)

Adopted the Voluntary Market Regulation Certification Program, Implementation Plan, and Certification
Scoring Definitions (Attachment Four)

Adopted the Pet Insurance Market Conduct Annual Statement (MCAS) (Attachment Five)

Adopted Amendments to the Property and Casualty Insurance Guaranty Association Model Act (#540)
(Attachment Six)

Adopted Revisions to the Part A Insurance Holding Company Systems Accreditation Standard
(Attachment Seven)

Adopted the Model Bulletin on the Use of Algorithms, Predictive Models, and Artificial Intelligence (Al)
Systems by Insurers (Attachment Eight)

Report on States’ Implementation of NAIC-Adopted Model Laws and Regulations (Attachment Nine)
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Executive (EX) Committee and Plenary
Orlando, Florida
December 4, 2023

The Executive (EX) Committee and Plenary met in Orlando, FL, Dec. 4, 2023. The following Committee and Plenary
members participated: Chlora Lindley-Myers, Chair (MO); Andrew N. Mais, Vice Chair (CT); Jon Godfread, Vice
President (ND); Scott A. White, Secretary-Treasurer (VA); Dean L. Cameron, Most Recent Past President (ID); Lori
K. Wing-Heier (AK); Mark Fowler (AL); Alan McClain (AR); Barbara D. Richardson (AZ); Ricardo Lara represented by
Lucy Wang (CA); Michael Conway (CO); Karima M. Woods (DC); Trinidad Navarro (DE); Michael Yaworsky (FL); John
F. King represented by Martin Sullivan (GA); Michelle B. Santos (GU); Gordon I. Ito (HI); Doug Ommen (IA); Dana
Popish Severinghaus (IL); Amy L. Beard (IN); Vicki Schmidt (KS); Sharon P. Clark (KY); James J. Donelon (LA); Gary
D. Anderson (MA); Kathleen A. Birrane (MD); Timothy N. Schott (ME); Anita G. Fox (Ml); Grace Arnold (MN); Mike
Chaney (MS); Troy Downing (MT); Mike Causey (NC); Eric Dunning (NE); D.J. Bettencourt (NH); Justin Zimmerman
(NJ); Alice T. Kane (NM); Scott Kipper (NV); Adrienne A. Harris represented by John Finston (NY); Judith L. French
(OH); Glen Mulready (OK); Andrew R. Stolfi (OR); Michael Humphreys represented by Diana Sherman (PA);
Alexander S. Adams Vega (PR); Elizabeth Kelleher Dwyer (RI); Michael Wise (SC); Larry D. Deiter (SD); Carter
Lawrence (TN); Cassie Brown (TX); Jon Pike represented by Tanji Northrup (UT); Kevin Gaffney (VT); Mike Kreidler
(WA); Allan L. McVey (WV); Nathan Houdek (WI1); and Jeff Rude (WY).

1. Received the Report of the Executive (EX) Committee

Director Lindley-Myers reported that the Executive (EX) Committee met Dec. 2 and adopted the Dec. 1 report of
the joint meeting of the Executive (EX) Committee and the Internal Administration (EX1) Subcommittee.

The Committee also adopted its Oct. 13 minutes, which included the following action: 1) approved the filing of an
amicus brief in Delaware Department of Insurance v. United States of America (IRS).

The Committee adopted the reports of its task forces: 1) the Climate and Resiliency (EX) Task Force; 2) the
Government Relations (EX) Leadership Council; 3) the Long-Term Care Insurance (EX) Task Force; and 4) the Special

(EX) Committee on Race and Insurance.

The Committee also: 1) adopted its 2024 proposed charges; 2) received a status report on the State Connected
strategic plan; and 3) received a status report on model law development efforts for amendments.

The Committee heard reports from the National Insurance Producer Registry (NIPR) and the Interstate Insurance
Product Regulation Commission (Compact).

2. Adopted by Consent the Committee, Subcommittee, and Task Force Minutes of the Summer National Meeting

Commissioner Godfread made a motion, seconded by Ms. Wang, to adopt by consent the committee,
subcommittee, and task force minutes of the Summer National Meeting. The motion passed unanimously.

3. Adopted the NAIC 2024 Proposed Budget

Commissioner Mais presented the NAIC 2024 proposed budget for approval by the Membership.

Commissioner Mais reported that the Executive (EX) Committee and the Internal Administration (EX1)
Subcommittee approved the 2024 proposed budget on Nov. 28. The proposed budget includes $154.0 million in
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operating revenues and operating expenses of $158.4 million, resulting in an operating margin loss of $4.4 million.
After the inclusion of $3.3 million in investment income, the NAIC’s proposed 2024 budget reflects a reduction in
net assets of $1.1 million. In addition, a total of $10.6 million is requested for capital spending for important
projects, such as the System for Electronic Rates & Forms Filing (SERFF) modernization project, Uniform Certificate
of Authority Application (UCAA), and IT VISION system enhancements.

The proposed budget includes six fiscal impact statements. Four of the fiscals are solely technology-based, and
the remaining two fiscals will improve the regulatory training platform and provide other specialized support
services. The proposed fiscals are in alignment with the Members’ priorities as outlined in the NAIC's strategic
plan, State Connected, and continue to enhance the important regulatory support the NAIC provides to the
members.

After the public hearing, an additional fiscal was added and approved for consideration at the joint meeting of the
Executive (EX) Committee and Internal Administration (EX1) Subcommittee held on Dec. 1. This fiscal requested a
total of $525,000 for variable annuity and life insurance model office testing as part of the generator of economic
scenarios (GOES) project, which began several years ago. Adding this fiscal to the 2024 base budget will increase
operating expenses by $475,000 to $158.8 million, increasing the NAIC's budgeted net asset loss to $1.5 million.

Based on projected 2023 financial results and with approval of the proposed 2024 budget, the NAIC’s net asset
balance at the end of 2023 is expected to be $177.4 million, slightly below the target reserve of $179.8 million.

During the public exposure period, the NAIC received two comment letters, one from the National Association of
Mutual Insurance Companies (NAMIC) and one from members of the Consumer Board of Trustees. Both entities
were given an opportunity to expand upon their comments during the public hearing. Overall, both letters were
supportive of the NAIC's proposed 2024 budget.

Commissioner Mais made a motion, seconded by Director Cameron, to adopt the NAIC 2024 proposed budget
(Attachment One). The motion passed unanimously.

4. Adopted the NAIC 2024 Proposed Committee Charges

Commissioner Mais reported that the proposed NAIC 2024 committee charges reflect the continued work of the
NAIC committee system. The charges were exposed for public comment, discussed in open forum, and adopted
by each letter committee. The charges include work on important financial solvency and market conduct
regulatory topics; continued engagement with consumer representatives, the insurance industry, and federal and
international colleagues; and continued discussions of challenging public policy issues that affect insurance
regulation in all member jurisdictions.

Commissioner Mais made a motion, seconded by Director Cameron, to adopt the NAIC 2024 proposed committee
charges (Attachment Two). The motion passed unanimously.

5. Received the Report of the Life Insurance and Annuities (A) Committee

Director French reported that the Life Insurance and Annuities (A) Committee met Dec. 3. During this meeting,
the Committee adopted its Nov. 21 meeting minutes, which included the following action: 1) adopted its Summer
National Meeting minutes; 2) adopted the 2024 Generally Recognized Expense Table (GRET); 3) adopted the Life
Actuarial (A) Task Force’s 2024 proposed charges; and 4) adopted its 2024 proposed charges.

The Committee also: 1) adopted the report of the Life Actuarial (A) Task Force; 2) heard a federal update on the
“Proposed Retirement Security Rule: Definition of an Investment Advice Fiduciary;” and 3) heard a presentation
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from the Center for Economic Justice (CEJ) and the University of Georgia on consumer financial literacy versus life
insurance and annuities illustrations.

Commissioner Ommen reported that the North American Securities Administrators Association (NASAA) is
working on revisions to its model rules in light of the SEC’s 2019 Regulation Best Interest. Commissioner Ommen
raised concerns that the proposed revisions could go beyond Regulation Best Interest and the revised NAIC
Suitability in Annuity Transactions Model Regulation (#275). Commissioner Ommen encouraged the entire NAIC
Membership, not just departments of insurance (DOIls) that regulate securities, to engage with the rule.

6. Adopted the 2024 Generally Recognized Expense Table (GRET)

Director French reported that the Society of Actuaries (SOA) committee on life insurance company expenses
submitted its GRET analysis to the Life Actuarial (A) Task Force for 2024. The SOA followed the same methodology
in developing the 2024 GRET that it used for the 2023 GRET.

The 2024 GRET was adopted by the Life Insurance and Annuities (A) Committee during its Nov. 21 meeting.

Director French made a motion, seconded by Commissioner Lawrence, to adopt the 2024 GRET (Attachment
Three). The motion passed unanimously.

7. Received the Report of the Health Insurance and Managed Care (B) Committee

Director Fox reported that the Health Insurance and Managed Care (B) Committee met Dec. 2 and adopted its
Nov. 2 and Summer National Meeting minutes. During its Nov. 2 meeting, the Committee took the following
action: 1) adopted its task forces’ 2024 proposed charges; 2) adopted its 2024 proposed charges; and 3) adopted
the white paper, A Guide to Understanding Pharmacy Benefit Manager and Associated Stakeholder Regulation.

The Committee adopted its subgroup, working group, and task force reports and their interim meeting minutes.

The Committee received an update on the Consumer Information (B) Subgroup’s work to educate consumers on
their claim appeal rights. This work is a follow-up to the discussions the Committee had at the Spring National
Meeting on the low number of consumer appeals of claim denials. Next year, the Subgroup plans to begin work
on a consumer-facing document educating consumers on pre-service denials and the process of appealing such
denials.

The Committee heard a discussion on the Georgia and Virginia state-based marketplaces (SBMs). The presenters
discussed the rationale behind the creation of their SBMs, including reducing the number of uninsured by
designing an SBM that is more consumer-friendly with respect to shopping for a plan, enrollment, and enhancing
the ability to coordinate more closely with other state agencies.

The Committee heard a federal update on pharmacy benefit managers (PBMs), Medicare Advantage marketing,
federal regulations, and federal court cases.

The Committee heard an update from the federal Center for Consumer Information and Insurance Oversight
(CCIIO) on activities related to the Medicaid unwinding and redetermination process at the end of the COVID-19
public health emergency (PHE), and the Notice of Benefit and Payment Parameters 2025 proposed rule.

The Committee heard a discussion of the Committee’s 2023 activities related to the priorities it identified for the
year.
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8. Received the Report of the Property and Casualty Insurance (C) Committee

Commissioner McClain reported that the Property and Casualty Insurance (C) Committee met Dec. 3 and took the
following action: 1) adopted its Summer National Meeting minutes; and 2) adopted its 2024 proposed charges.

The Committee adopted its task force and working group reports: the Casualty Actuarial and Statistical (C) Task
Force; the Surplus Lines (C) Task Force; the Title Insurance (C) Task Force; the Workers’ Compensation (C) Task
Force; the Cannabis Insurance (C) Working Group; the Catastrophe Insurance (C) Working Group; the Terrorism
Insurance Implementation (C) Working Group; and the Transparency and Readability of Consumer Information (C)
Working Group.

The Committee heard a presentation from NAMIC, the American Property Casualty Insurance Association (APCIA),
and Cambridge Mobile Telematics (CMT) on the growing challenges of private passenger automobile (PPA)
accidents and how the industry uses telematics to assess, underwrite, and rate risk.

The Committee also: 1) heard a presentation from RiverStone about third-party funding of litigation; and 2) heard
an update on the state insurance regulator data call that collects insurer data to better assess homeowners

insurance markets.

9. Received the Report of the Market Regulation and Consumer Affairs (D) Committee

Commissioner Pike reported that the Market Regulation and Consumer Affairs (D) Committee met Dec. 3 and
adopted its Summer National Meeting minutes and its 2024 proposed charges.

The Committee adopted revisions to the Unfair Trade Practices Act (#880) to provide state insurance departments
the means to regulate lead generators. The revisions include a new definition of health insurance lead generator
and clarify that health insurance lead generators are prohibited from engaging in unfair trade practices.

The Committee adopted updates to the Market Conduct Annual Statement (MCAS) revision process. Drafts will
now be provided to the Working Group by April 1 of each year to allow sufficient time for the Working Group to
review, discuss, and consider MCAS reporting data calls and definitions for new lines of business, substantial
additions, and changes to existing lines of business.

The Committee adopted revisions to the Market Regulation Handbook Chapter 23—Conducting the Life and
Annuity Examination. The revisions provide additional examination guidance to support state insurance regulators
in assessing industry compliance with the standards of the revised Model #275, which the NAIC membership
adopted in 2020.

The Committee adopted a new travel insurance in-force standardized data request (SDR) and travel insurance
claims SDR revisions. The SDRs will become incorporated into the NAIC Market Regulation Handbook for states to
voluntarily use during market conduct examinations.

The Committee adopted the reports of its task forces and working groups: the Antifraud (D) Task Force; the Market
Information Systems (D) Task Force; the Producer Licensing (D) Task Force; the Market Analysis Procedures (D)
Working Group; the Market Conduct Annual Statement Blanks (D) Working Group; the Market Conduct
Examination Guidelines (D) Working Group; and the Speed to Market (D) Working Group. The adoption of the
Market Conduct Annual Statement Blanks (D) Working Group report included the establishment of May 31 as the
annual MCAS reporting deadline for the “other health” and short-term, limited-duration (STLD) MCAS lines of
business.
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The Committee heard a presentation from the CEJ on public access to MCAS data and improving data collection
and related tools for market analysis.

10. Adopted the Voluntary Market Regulation Certification Program, Implementation Plan, and Certification
Scoring Definitions

Commissioner Pike reported that the Voluntary Market Certification Program, Implementation Plan, and
Certification Scoring Definitions were adopted by the Market Regulation Consumer Affairs (D) Committee during
the Summer National Meeting.

The Voluntary Market Regulation Certification Program is a response to the federal government’s critiques of
market conduct regulation in the separate states and territories of the U.S. It promotes best practices and
consistency for all NAIC members’ market regulation activities and also promotes collaboration among the NAIC
members.

The voluntary certification program has 11 requirements that cover market conduct examinations; the
qualifications of examiners and analysts; the use of market conduct tools; the implementation of NAIC model acts;
collaboration with other jurisdictions; and participation in NAIC market regulation working groups and task forces.

Commissioner Pike made a motion, seconded by Commissioner Kreidler, to adopt the Voluntary Market
Regulation Certification Program, Implementation Plan, and Certification Scoring Definitions (Attachment Four).

The motion passed. New York and West Virginia abstained.

11. Adopted the Pet Insurance Market Conduct Annual Statement (MCAS)

Commissioner Pike reported that on July 27, the Market Regulation and Consumer Affairs (D) Committee adopted
a new MCAS blank to collect underwriting, claims, marketing and sales, lawsuits, and complaint data from
companies writing pet insurance.

The creation of the Pet Insurance MCAS blank is in response to the rapid growth of the pet insurance market and
follows the recent adoption of the Pet Insurance Model Act (#633). The first collection of data will be on April 30,
2025.

Commissioner Pike made a motion, seconded by Director Fox, to adopt the Pet Insurance MCAS (Attachment Five).
The motion passed. Indiana and New York abstained.

12. Received the Report of the Financial Condition (E) Committee

Director Dwyer reported that the Financial Condition (E) Committee met Dec. 3. During this meeting, the
Committee adopted its Oct. 25 and Summer National Meeting minutes, which included the following action:
1) adopted its 2024 proposed charges; 2) adopted amendments to the Property and Casualty Insurance Guaranty
Association Model Act (#540); and 3) received comments regarding its previously exposed Framework for
Regulation of Insurer Investments.

The Committee received a summary of comments on its previously exposed Framework for Regulation of Insurer
Investments.

The Committee adopted a list of qualified jurisdictions and reciprocal jurisdictions.
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The Committee adopted the reports of the following task forces and working groups: the Accounting Practices
and Procedures (E) Task Force, the Capital Adequacy (E) Task Force, the Examination Oversight (E) Task Force, the
Financial Stability (E) Task Force, the Receivership and Insolvency (E) Task Force, the Reinsurance (E) Task Force,
the Risk Retention Group (E) Task Force; the Valuation of Securities (E) Task Force, the NAIC/American Institute of
Certified Public Accountants (AICPA) (E) Working Group; the National Treatment and Coordination (E) Working
Group; and the Risk-Focused Surveillance (E) Working Group.

Note: Items adopted within the Financial Condition (E) Committee’s task force and working group reports that are considered technical,
noncontroversial, and not significant by NAIC standards—i.e., they do not include model laws, model regulations, model guidelines, or
items considered to be controversial—will be considered for adoption by the Executive (EX) Committee and Plenary through the Financial
Condition (E) Committee’s technical changes report process. Pursuant to this process, which was adopted by the NAIC in 2009, a listing of
the various technical changes will be sent to NAIC members shortly after the completion of the national meeting, and the members will
have 10 days to comment on those items. If no objections are received on a particular item, the technical changes will be considered
adopted by the NAIC membership and effective immediately.

13. Adopted Amendments to the Property and Casualty Insurance Guaranty Association Model (#540)

Director Dwyer reported that in 2022 the Executive (EX) Committee approved two requests to amend Model #540.
The first request was in response to a referral from the Restructuring Mechanisms (E) Working Group that
identified the need to preserve guaranty fund coverage for policyholders subject to insurance business transfers
(IBT) and corporate divisions (CD) where the policyholder had guaranty fund coverage before the transaction.

The second request originated from an issue raised by the National Conference of Insurance Guaranty Funds
(NCIGF) that suggested the NAIC clarify any ambiguity in the coverage for cyber security insurance. The

amendments presented address both of those topics.

Director Dwyer made a motion, seconded by Commissioner Donelon, to adopt Model #540 (Attachment Six). The
motion passed. New York abstained.

14. Received the Report of the Financial Regulation Standards and Accreditation (F) Committee

Director Wing-Heier reported that the Financial Regulation Standards and Accreditation (F) Committee met
Nov. 30 in regulator-to-regulator session, pursuant to paragraph 7 (consideration of individual state insurance
department’s compliance with NAIC financial regulation standards) of the NAIC Policy Statement on Open
Meetings to: 1) discuss state-specific accreditation issues and 2) vote to award continued accreditation to the
insurance departments of lllinois, Maine, Wisconsin, and Wyoming.

The Committee did not meet in open session.

15. Adopted Revisions to the Part A Insurance Holding Company Systems Accreditation Standard

Director Wing-Heier reported that the Committee voted to recommend adoption of the 2020 revisions to
Insurance Holding Company System Regulatory Act (Model #440) and Insurance Holding Company System Model
Regulation with Reporting Forms and Instructions (Model #450), which implement a group capital calculation
(GCC) for the purpose of group solvency supervision and a liquidity stress test (LST) for macroprudential
surveillance, as significant elements to the Holding Company Systems accreditation standard at the Summer
National Meeting. The revised standard includes a provision allowing the commissioner to grant exemptions to
the GCC for groups meeting standards set out in 21A and 21B of Model #450 without the requirement to file at
least once. These updates will have an effective date of Jan. 1, 2026.
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Director Wing-Heier made a motion, seconded by Commissioner Clark, to adopt revisions to the Part A Insurance
Holding Company Systems accreditation standard (Attachment Seven). The motion passed unanimously.

16. Received the Report of the International Insurance Relations (G) Committee

Commissioner Anderson reported that the International Insurance Relations (G) Committee met Dec. 1. During
this meeting, the Committee adopted its Sept. 14 and Summer National Meeting minutes.

The Committee adopted its 2024 proposed charges, which included slight revisions to its 2023 charges to provide
further clarification of international supervisory cooperation and work.

The Committee heard an update on the evolution of group capital and supervisory recognition in the U.S. and
internationally.

The Committee also: 1) heard an update on recent activities of the International Association of Insurance
Supervisors (lAIS), focusing on its annual conference in Tokyo and 2) heard an update on international activities,
including: a) bilateral meetings with a variety of jurisdictions; b) recent meetings, events, and speaking
engagements with international insurance regulators; and c) the NAIC Fall 2023 International Fellows Program.

17. Received the Report of the Innovation, Cybersecurity, and Technology (H) Committee

Commissioner Birrane reported that the Innovation, Cybersecurity, and Technology (H) Committee met Dec. 1.
During this meeting, the Committee adopted its Nov. 16 minutes, which included the following action: 1) adopted
its Summer National Meeting minutes; 2) approved the Privacy Protections (H) Working Group’s request to extend
the deadline for completion of the Insurance Consumer Privacy Protection Model Law until Dec. 31, 2024;
3) adopted its 2024 proposed charges; and 4) discussed comments received from interested parties on the second
exposure draft of the Model Bulletin on the Use of Algorithms, Predictive Models, and Artificial Intelligence Systems
by Insurers.

The Committee adopted the reports of its working groups: the Big Data and Atrtificial Intelligence (H) Working
Group; Cybersecurity (H) Working Group; E-Commerce (H) Working Group; Innovation in Technology and
Regulation (H) Working Group; and Privacy Protections (H) Working Group.

The Committee adopted the Model Bulletin on the Use of Algorithms, Predictive Models, and Artificial Intelligence
Systems by Insurers as amended during the meeting, which resulted in a technical clarification of the language in
Section 4.3.

The Committee heard a presentation on generative artificial intelligence (Al) from Professor Victor Winter
(University of Nebraska—Omaha).

18. Adopted the Model Bulletin on the Use of Algorithms, Predictive Models, and Artificial Intelligence (Al) Systems
by Insurers

Commissioner Birrane reported that the Innovation, Cybersecurity, and Technology (H) Committee was charged
with considering and coordinating the development of regulatory guidance and examination standards related to
innovation, cybersecurity, data privacy, and the use of big data and Al, including machine learning (ML) in the
business of insurance and technology. This charge was accomplished through the Model Bulletin on the Use of
Algorithms, Predictive Models, and Artificial Intelligence Systems by Insurers.
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The model bulletin informs insurance carriers that decisions impacting consumers that are made or supported by
advanced analytical and computational technologies, including Al, must comply with all applicable insurance laws
and regulations, including unfair trade practices. While compliance with these standards is required regardless of
the tools and methods used to make such decisions, because Al has the potential to increase the risk of inaccurate,
arbitrary, capricious, or unfairly discriminatory outcomes for consumers, it is important that insurers adopt and
implement controls specifically related to their use of Al that are designed to mitigate the risk of adverse consumer
outcomes.

Commissioner Birrane made a motion, seconded by Commissioner Godfread, to adopt the Model Bulletin on the
Use of Algorithms, Predictive Models, and Artificial Intelligence Systems by Insurers (Attachment Eight). The

motion passed unanimously.

19. Received a Report on the States’ Implementation of NAIC-Adopted Model Laws and Regulations

Director Lindley-Myers referred attendees to the written report for updates on states’ implementation of NAIC-
adopted model laws and regulations (Attachment Nine).

20. Heard the Results of the 2024 NAIC Zone Officer Elections

The Executive (EX) Committee and Plenary received the results of the 2024 zone officer elections. Midwest Zone:
Director Anita G. Fox, Chair (MI); Commissioner Vicki Schmidt, Vice Chair (KS); and Director Eric Dunning, Secretary
(NE). Northeast Zone: Commissioner Trinidad Navarro, Chair (DE); Commissioner Kevin Gaffney, Vice Chair (VT);
and Commissioner Gary D. Anderson, Secretary (MA). Southeast Zone: Commissioner Carter Lawrence, Chair (TN);
Commissioner Sharon P. Clark, Vice Chair (KY); and Commissioner Alan McClain, Secretary (AR). Western Zone:
Commissioner Michael Conway, Chair (CO); Commissioner Andrew R. Stolfi, Vice Chair (OR); and Commissioner
Cassie Brown, Secretary (TX).

21. Elected the 2024 NAIC Officers

The NAIC membership elected the 2024 NAIC officers: Commissioner Andrew N. Mais, President (CT);
Commissioner Jon Godfread, President-Elect (ND); Commissioner Scott A. White, Vice President (VA); and Director
Elizabeth Kelleher Dwyer, Secretary-Treasurer (RI).

Having no further business, the Executive (EX) Committee and Plenary adjourned.
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Executive Summary
NAIC 2024 Budget

NAIC

NATIONAL ASSOCIATION OF
INSURANCE COMMISSIONERS

About the NAIC

The National Association of
Insurance Commissioners (NAIC) is
the U.S. standard-setting and
regulatory support organization
created and governed by the
chief insurance regulators from
the 50 states, the District of
Columbia, and five U.S. territories.

Through the NAIC, insurance
regulators establish standards and
best practices, conduct peer
reviews, and coordinate their
regulatory oversight activities.
NAIC staff support these efforts
and represent the collective
domestic and international views
of insurance regulators.

NAIC members, together with the
central resources of the
association, form the national
system of state-based insurance
regulation in the U.S. NAIC
members are elected or
appointed government officials
who, along with their
departments and staff, requlate
the conduct of insurance
companies and agents/brokers in
their respective jurisdictions.

The NAIC's annual budget supports the many valuable
services and benefits provided to insurance regulators,
insurance consumers, and the insurance industry. Each
year, the budget is developed with the goal of helping the
membership to accomplish its key strategic priorities.

For the past three and a half years, the NAIC has faced
unprecedented challenges. While the NAIC was not
immune to many of the difficulties faced by members or
the industry, it remained steadfast in support of regulators
and achieved many objectives set forth in the organization’s
prior strategic plan, State Ahead. That strategic plan, while
remaining flexible so that the organization can
appropriately and sufficiently respond to emerging issues,
was the compass to assist navigation through challenges.
State Ahead served as a beacon, a guiding light, of the
membership’s vision for how the NAIC can help support the
future of insurance regulation.

In 2022, the membership began a rigorous review of its
strategic plan and laid a path for the next three to four
years’ worth of major initiatives and objectives. The work
was strenuous but critical to ensure the NAIC can continue
supporting regulators and is appropriately positioned to
respond in the quickly evolving marketplace of insurance.
The NAIC must be nimble enough to respond to
technological driven advancements including the expanded
use of artificial intelligence and to challenges including the
availability and affordability of insurance due to
catastrophic losses or increased frequency of loss.

Accordingly, the NAIC's new strategic plan, State
Connected, builds on previous successes and prepares staff
and system infrastructure for the next ten years of support.
With 32 goals spread across six strategic focus areas, NAIC
membership and leadership have laid a formidable path,
upping the game of insurance regulation.

Highlighting just a few of the strategic focus areas, one can
easily picture the vision for the next generation of insurance
regulation. As an example, one strategic focus area centers
around member connectivity and aims to strengthen
collaboration and engagement among NAIC members and
their staff through streamlined communications, a

dedicated member directory, and community portals. Regulators are on the ground floor of insurance
regulation and the expertise they can share with other regulators will only benefit a cohesive and sound
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regulatory environment. Another strategic focus will supplement the training, expertise, and technology
offered by the NAIC. As the NAIC is often referred to as a hub for its members, a revamped and improved
training platform, improved access to additional subject matter experts, and enhancements to the NAIC's
technology infrastructure will help regulators address new insurance risks while utilizing new tools and
information. In fact, data is so critical that it is the emphasis of its own strategic focus area, referred to
as the data and analysis strategic focus. This will provide regulators with increased data access and will
combine information from several independent sources. This will further enhance analysis and provide
increased information for regulators to make informed decisions regarding the companies they regulate.

Beyond strategic objectives, the 2024 budget continues NAIC's commitment to supporting a variety of
programs, products, and services in the financial solvency and market regulatory arenas. The NAIC offers
a wide range of systems, services, data, accreditation reviews, and many other essential services to
assist insurance regulators in achieving their fundamental insurance regulatory goals in a timely and cost-
effective manner. Through this approach, the NAIC stands by to maintain the U.S. as one of the strongest
and most resilient insurance markets in the world.

Support of the Membership

The mission of the NAIC is to assist insurance regulators in serving the public interest; promoting a
competitive marketplace; facilitating the fair and equitable treatment of insurance customers; ensuring
the reliability, solvency, and financial stability of
insurers; and supporting and improving insurance By the Numbers
regulation. Leveraging NAIC technology solutions,

NAIC products and services make life easier.
regulatory tools, and staff resources allow members

to achieve these goals at significant cost savings. » System for Electronic Rates & Forms Filing
Without these options, many systems would be cost- (SERFF) — 520,910 transactions processed in
prohibitive for the jurisdictions to implement on their 2022.

own. If each member were to independently support

the technological infrastructure required for effective Online Premium Tax for Insurance (OPTins) -
insurance regulation, the cost to regulate insurers 180,202 fransactions processed in 2022.

would be exponentially more expensive — costs that
would be passed on to insurers and increase their

State Based Systems (SBS) — back-office
services currently licensed to 34 jurisdictions

cost of doing business. with an additional jurisdiction onboarding in
2024.

Membership in the NAIC provides a range of benefits

and services — often at no charge. Among other Professional Designation Program - 1,969

items, members receive jurisdiction funding, designations awarded since the program'’s

training, and access to data and numerous inception in 2006 through year-end 2022.

regul_atqry_ tools; thg value of which far exceeds what Center for Insurance Policy and Research

a jurisdiction pays in member dues. (CIPR) Key Research Issues — nearly 150
briefs currently available online including

A Focus on Consumers NAIC key initiatives and topics ranging from
cybersecurity and innovation to natural

The NAIC provides a multi-channel approach to cafastrophe risk and resiliency.

reach and assist consumers to help them make
informed decisions and effectively use their insurance benefits. Using multi-pronged marketing
communications campaigns, the NAIC strives to reach insurance consumers whether through consumer
education articles, the NAIC Home Inventory mobile app, or targeted social media campaigns.
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Valuable Products and Services

The NAIC seeks to support its mission through a wide variety of products and services offered to
regulators, the insurance industry, and insurance consumers. For regulators and those in industry, the
NAIC offers web-based systems that automate, standardize, and streamline regulatory processes by
transmitting data and facilitating regulatory transactions. For consumers, the NAIC offers a wide range
of informational products to help consumers make informed decisions.

The NAIC is committed to not only maintaining existing systems but is also dedicated to enhancing its
infrastructure by staying current on new emerging technologies. This ensures regulators have the
information they need to ensure consumer protection and a fair, competitive, healthy insurance market.
Accordingly, the 2024 budget includes six fiscal impact statements (fiscals), four of which are technology
based and either continue the work of ongoing modernization efforts or begin modernization efforts on
other critical regulatory support systems. The remaining fiscals will increase the NAIC's ability to serve
the membership through an improved regulator training platform with enhanced certification offerings
and provide other specialized support services.

Building the Budget

The NAIC strives for transparency in its budget process as well as in its operations. The budget process
gets underway in May each year, when department managers evaluate current-year revenues and
expenses to assess the year-end picture, then propose a budget for the following year based on their
operational objectives and member initiatives. Managers carefully focus on variances between the current
year’s budget and projected results and anticipated business needs for the coming year. This process
includes a review of all projects, products, programs, services, committee charges, and technology
initiatives in light of the NAIC's mission and the membership’s strategic priorities. NAIC senior
management then reviews each department budget in detail with its division director to make
adjustments according to the strategic and financial needs of the association and ultimately consolidates
all requests into a single, comprehensive budget.

Following the extensive development and internal review process, the budget is presented to the NAIC
Officers, the Executive (EX) Committee and Internal Administration (EX1) Subcommittee, and the full
NAIC membership before being released for public review and comment. To ensure transparency, a
public hearing is held to receive comments before final consideration and adoption by the NAIC Executive
(EX) Committee and Plenary.

Expected Results for 2023

Based on actual operating results through June 30, 2023, the NAIC projects an operating margin of $1.7
million compared to a budgeted negative operating margin of $6.0 million, an improvement of $7.7
million. Investment income is projected to be a gain of $7.3 million, resulting in a net asset increase of
nearly $9.0 million, ending the year at $177.9 million. It's important to note that while investment income
is projected at $4.9 million over budget at year-end, markets remain volatile. Additionally, the projected
gain does not cover the $16.8 million investment loss suffered in 2022.

2024 Budget

Looking forward to 2024, NAIC's budget continues to demonstrate investment in critical regulatory
support infrastructure and in items that will create meaningful impact for the members and industry,
which of course then benefits the insurance consumer. In addition, NAIC’s budget remains keenly focused
on prudent financial management and ensures resources are being used in a way to create the most



value. If 2024 is anything like the past
couple of years, it may very well
present challenges not yet on the
horizon. Membership and management
remain dedicated to making
investments in infrastructure and
personnel as requirements evolve.

The 2024 NAIC operating budget
(before including investment income)
reflects revenues of $154.0 million and
expenses of $158.4 million, which
represent a 6.5% and a 5.2% increase,
respectively, from the 2023 budget,
resulting in $4.4 million in projected
expenses over revenues. Viewed in
relation to the 2023 projected totals,
the 2024 budget represents an
operating revenue increase of 3.1%
and operating expense increase of
7.2%. Additional information about the
2024 budget is included in the detailed
footnotes of the budget.

A fiscal impact statement is prepared
for new or existing NAIC initiatives with
revenue, expense, or capital impacts of
$100,000 or more either in the current
budget or within the following few
years’ budgets, or which require more
than 1,150 hours of internal technical
resources to accomplish. Each fiscal
includes a detailed description of the
initiative; impact on key stakeholders;
financial and operational impact; and
an assessment of the risks. The total
financial impact of the six fiscals
included in the 2024 budget is $3.4
million in expenses and $10.6 million in
capital. Additional information about
each initiative is included in the various
fiscal sections of the budget.

The 2024 budget includes $3.3 million
in investment income from the NAIC’s
long-term investment portfolio.
Investment income is composed of
interest and dividends earned, reduced
by investment management fees.
Investment gains and losses are
volatile and therefore are not projected
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2024 Fiscal Impact Statements

» SERFF Modernization — 2024 Transition Stages This project is in its

third year of a multi-year initiative to improve the SERFF platform.
In 2024, users will move into the platform beginning with the
Insurance Compact then life users. In 2025, property/casualty
and health will fransition followed by plan management in 2026.
This request includes the addition of three headcount.

® Expense of $689K for headcount, travel, and amortization.

e Capital of $5.8M for professional and other services.

Enterprise Data Asset Management - Phase Il This fiscal
continues to expand the Enterprise Data Platform through
integrating additional datasets (such as SBS, SERFF, OPTins) and
provides regulators with systems training. This fiscal includes the
addition of two headcount for dataset integration and ongoing
system maintenance.

s Expense of $1.2M for staffing, consulting, software, training,

and travel.

Expand NAIC Expertise - 2024 Recognizing the need for
specialty skillsets in a variety of areas, this fiscal includes the
addition of the following four headcount:
P/C Modeling Analyst to assist with increasing demand for
rate reviews.
Cybersecurity Policy Advisor to support cybersecurity and
cyber insurance policy discussions.
Two Policy and Research Analysts to support data calls,
dashboarding, and other research related item:s.
e Expense of $457K for staffing.

NAIC Education & Training Modernization Project Expands and
modernizes training and professional development programs
available to insurance regulators. In addition to system
modernization, the project envisions expanding offerings up fo
as many as 40 professional designations. This fiscal includes the
addition of two headcount.

s Expense of $530K for staffing, consulting, training, and

software.

IT VISION System Enhancements — 2024 A multi-year information
technology related project necessary to optimize Multiple Issuer
and Security Identifiers, enhance document management,
ensure the system is flexible for future business capabilities, and
upgrade the security valuation platform utilized by the Securities
Valuation Office. This fiscal includes the addition of three
headcount.

e Expense of $354K for staffing.

o Capital of $1.6M for professional and other services.

Uniform Certificate of Authority Application (UCAA) - Phase Il
This project confinues development and will infegrate
additional applications into the platform including corporate
expansion, and domestic and foreign corporate amendments.
This fiscal also includes the addition of one headcount.

e Expense of $130K for staffing.

® Capital of $3.2M for professional and other services.
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nor included in the budget.

Combining budgeted results from operations with budgeted investment income, the 2024 budget has a
reduction in net assets of $1.1 million.

Ensuring Financial Stability

The NAIC maintains an operating reserve that is designed to ensure organizational financial stability in
the event of emerging business risks and uncertainties and also provides an avenue to absorb new
priority initiatives pursued by NAIC membership. The association’s reserve status is of paramount
consideration in the budgeting process, as is strong and prudent financial management of the NAIC’s
assets.
In 2022, following an extensive review of current and future risks
and an evaluation of comparable organizations by an
independent financial advisory firm, the Executive (EX)
The reserve makes assets Committee and Internal Administration (EX1) Subcommittee
available to allow an approved the establishment of a new methodology for
organization to take mission- determining the NAIC operating reserves.
related risks and to absorb or
respond to changes in ifs The new methodology looks at three areas of reserves: working
thironmenT or capital needed to maintain day-to-day operations over three
circumsfances. months; an assessment of the funds needed to mitigate potential
risks if certain events were to occur; and the funding necessary
for strategic initiatives planned in the upcoming three years that are not currently included in the budget.
Based on the evaluation of these three areas, the Subcommittee increased NAIC's operating reserve
target for 2023 to $179.8 million. This target recognizes the increased level of uncertainty facing the
NAIC and anticipated future investments required to enhance the association’s information technology
and technical infrastructure, represented by many elements that are now part of the 2024 budget.

Operating Reserve Target

Preparing for the Unknown

The budget includes all activities anticipated to occur in 2024. However, situations or additional strategic
or emerging projects may arise during 2024 that require additional funding. In such an event, a funding
request will be prepared and presented to the Executive (EX) Committee and Internal Administration
(EX1) Subcommittee for consideration. Supplemental funding can come from the Regulatory
Modernization and Initiatives Fund, an extra layer of protection established in 2005 to manage requests
that arise following the adoption and implementation of an annual budget. This fund is based on 1.5%
of the NAIC's projected net assets as of December 31, 2024, or $2.7 million.

Contact Information
The NAIC appreciates the opportunity to present this 2024 budget and believes it provides a
comprehensive review of the NAIC’s business and financial operations for the current and upcoming fiscal

year. A summary of the key components of the 2024 budget is included in the budget overview.

Please contact Jim Woody, Chief Financial Officer, at jwoody@naic.org, or Carol Thompson, Senior
Controller, at cthompson@naic.org, should you have any questions or need additional information.
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Draft: 12/4/23

Adopted by the Executive (EX) Committee and Plenary, Dec. 4, 2023
Adopted by the Executive (EX) Committee, Dec. 2, 2023

2024 Charges

EXECUTIVE (EX) COMMITTEE

The mission of the Executive (EX) Committee is to manage the affairs of the NAIC in a manner consistent with its
Articles of Incorporation and its Bylaws.

Ongoing Support of NAIC Programs, Products or Services

1. The Executive (EX) Committee will:

A.

Identify the goals and priorities of the organization and make recommendations to achieve such goals and
priorities based on input of the membership. Make recommendations by the 2024 Commissioners’
Conference.

Create/terminate task force(s) and/or Executive (EX) Committee-level working groups to address special
issues and monitor the work of these groups. Create necessary task force(s) and/or Executive (EX)
Committee-level working groups throughout 2024 as necessary.

Submit reports and recommendations to NAIC members concerning the activities of its subcommittee and
the standing committees. Submit a report at each national meeting.

Consider requests from NAIC members for friend-of-the-court briefs.

Establish and allocate functions and responsibilities to be performed by each NAIC zone.

Pursuant to the Bylaws, oversee the NAIC offices to assist the organization and the individual members in
achieving the goals of the organization.

Conduct strategic planning on an ongoing basis.

Plan, implement and coordinate communications and activities with the Federal Insurance Office (FIO).
Plan, implement and coordinate communications and activities with other state, federal, local and
international government organizations to advance the goals of the NAIC and promote understanding of
state insurance regulation.

Review and approve requests for the development of model laws and/or regulations. Coordinate the
review of existing model laws and/or regulations.

Select NAIC national meeting sites five and six years in advance of the meeting date to ensure efficient
and economical locations and facilities.

Review and revise, as necessary and appropriate, the criteria and categories for registrants at NAIC
national meetings.

NAIC Support Staff: Andrew J. Beal/Kay Noonan
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2024 Charges
CLIMATE AND RESILIENCY (EX) TASK FORCE

The mission of the Climate and Resiliency (EX) Task Force is to serve as the coordinating NAIC body for discussion
and engagement on climate-related risk and resiliency issues, including dialogue among state insurance
regulators, industry, and other stakeholders.

Ongoing Support of NAIC Programs, Products, or Services

1. The Climate and Resiliency (EX) Task Force will:

A. Consider how state insurance departments that opt into the insurer’s climate risk disclosure reporting
requirement review the information received.

B. Evaluate financial regulatory approaches to climate risk and resiliency in coordination with other relevant
committees, task forces, and working groups, such as the International Insurance Relations (G)
Committee, the Property and Casualty Insurance (C) Committee, the Financial Condition (E) Committee,
and the Financial Stability (E) Task Force, including:

i. Evaluation of the use of modeling by carriers and their reinsurers concerning climate risk.

ii. Evaluation of how rating agencies incorporate climate risk into their analysis and governance.

iii. Evaluation of the potential solvency impact of insurers’ exposures, including both underwriting and
investments, to climate-related risks.

iv. Evaluation and development of climate risk-related disclosure, stress testing, and scenario modeling.

C. Consider innovative insurer solutions to climate risk and resiliency, including:

i. Evaluation of how to apply technology and innovation to the mitigation of storm, wildfire, other
climate risks, and earthquake.

ii. Evaluation of insurance product innovation directed at reducing, managing, and mitigating climate
risk, as well as closing protection gaps.

D. Identify adaptation, resilience, and mitigation issues and solutions related to the insurance industry.

Consider pre-disaster mitigation and resiliency and the role of state insurance regulators in resiliency.
F. Engage with the Center for Insurance Policy and Research (CIPR) Catastrophe Modeling Center of

Excellence (COE) regarding climate-related risk and mitigation research and analysis.

m

NAIC Support Staff: Aaron Brandenburg
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Adopted by the Government Relations (EX) Leadership Council, Oct. 25, 2023

2024 Charges
GOVERNMENT RELATIONS (EX) LEADERSHIP COUNCIL

The Government Relations (EX) Leadership Council coordinates the NAIC’'s ongoing work with the federal
government and state government officials on legislative and regulatory policy. The Leadership Council, in
conjunction with the NAIC's other standing committees, is responsible for quickly responding to federal legislative
and regulatory developments that affect insurance regulation.

The mission of the Government Relations (EX) Leadership Council is to develop, coordinate, and implement the
NAIC's legislative, regulatory, and outreach initiatives. The Leadership Council will devise strategies for NAIC action
and promote the participation of all NAIC members in the NAIC's government relations initiatives.

Ongoing Support of NAIC Programs, Products, or Services

1. The Government Relations (EX) Leadership Council will:

A. Monitor, analyze, and respond to federal legislative and regulatory actions and other issues of importance
to the NAIC membership.

B. Work with other standing committees, task forces, and working groups to help develop and communicate
the NAIC’s policy views to federal and state officials on pending legislation and regulatory issues by
involvement of NAIC members through testimony, correspondence, and other approaches.

C. Develop a strategy and program for directly engaging NAIC members with the U.S. Congress and federal
agencies to advocate for NAIC objectives and the benefits and efficiencies of state-based insurance
regulation.

D. Secure broader participation from NAIC membership on all government affairs advocacy initiatives.

E. Report to the Executive (EX) Committee on all activities and matters relating to the annual charges of the
Leadership Council.

NAIC Support Staff: Ethan Sonnichsen/Brian R. Webb/Shana Oppenheim
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Adopted by the Executive (EX) Committee and Plenary, Dec. 4, 2023
Adopted by the Special (EX) Committee on Race and Insurance, Dec. 2, 2023

2024 Charges

SPECIAL (EX) COMMITTEE ON RACE AND INSURANCE

The mission of the Special (EX) Committee on Race and Insurance is to serve as the NAIC’s coordinating body on
identifying issues related to: 1) race, diversity, and inclusion within the insurance sector; 2) race, diversity,
and inclusion in access to the insurance sector and insurance products; and 3) practices within the insurance
sector that potentially disadvantage people of color and/or historically underrepresented groups.

Ongoing Support of NAIC Programs, Products or Services

1. The Special (EX) Committee on Race and Insurance will:

A.

Serve as the NAIC’s coordinating body on identifying issues related to: 1) race, diversity, and inclusion

within the insurance sector; 2) race, diversity, and inclusion in access to the insurance sector and insurance

products; and 3) practices within the insurance sector that potentially disadvantage people of color and/or
historically underrepresented groups.

Coordinate with existing groups such as the Innovation, Cybersecurity, and Technology (H) Committee,

Big Data and Artificial Intelligence (H) Working Group and the Casualty Actuarial and Statistical (C) Task

Force and encourage those groups to continue their work on issues affecting people of color and/or

historically underrepresented groups, particularly in predictive modeling, price algorithms, and artificial

intelligence (Al).

Receive updates on recommendations on action steps state insurance regulators and companies can take

to improve the level of diversity and inclusion in the industry.

In coordination with the Executive (EX) Committee, receive reports on NAIC diversity, equity, and inclusion

(DE&I) efforts. Serve as the coordinating body for state requests for assistance from the NAIC related to

DE&I efforts.

Receive reports from the Member Diversity Leaders Forum concerning best practices among state

insurance departments on DE&| efforts.

Continue research and analysis of insurance, legal, and regulatory approaches to addressing unfair

discrimination, disparate treatment, proxy discrimination, and disparate impact. Make

recommendations for statutory or regulatory changes and additional steps, including:

1. (Life Workstream) The impact of traditional life insurance underwriting on traditionally
underserved populations, considering the relationship between mortality risk and disparate
impact.

2. (Property/Casualty Workstream) Developing analytical and regulatory tools to assist state
insurance regulators in defining, identifying, and addressing unfair discrimination in
property/casualty (P/C) insurance, including issues related to:

a. Rating and underwriting variables, such as socioeconomic variables and criminal history,
including:
1. lIdentifying proxy variables for race.
2. Correlation versus causation, including discussion of spurious correlation and rational
explanation.
3. Potential bias in underlying data.
4. Proper use of third-party data.
b. Disparate impact considerations.

© 2023 National Association of Insurance Commissioners 4
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SPECIAL (EX) COMMITTEE ON RACE AND INSURANCE (continued)

G. (Life, Property/Casualty, and Health Workstreams) Consider enhanced data reporting and record-
keeping requirements across product lines to identify race and other sociodemographic factors of
insureds, including consideration of legal and privacy concerns. Consider a data call to identify
insurance producer resources available and products sold in specific ZIP codes to identify barriers
to access.

H. Continue research and analysis related to insurance access and affordability issues, including:

1.

(Life Workstream) The marketing, distribution, and access to life insurance products in minority
communities, including the role that financial literacy plays.

(Life  Workstream) Disparities in the number of cancellations/rescissions among
minority policyholders.

(Health Workstream) Measures to advance equity through lowering the cost of health care and
promoting access to care and coverage, with a specific focus on measures to remedy impacts on
people of color, low income and rural populations, and historically marginalized groups, such as
the LGBTQ+ community, individuals with disabilities, and Alaska Native and other Native and
Indigenous people.

(Health Workstream) Examination of the use of network adequacy and provider directory measures
(e.g., provider diversity, language, and cultural competence) to promote equitable access to culturally
competent care.

(Health Workstream) Conduct additional outreach to educate consumers and collect information on
health and health care complaints related to discrimination and inequities in accessing care.
(Property/Casualty Workstream) Whether steps need to be taken to mitigate the impact of residual
markets, premium financing, and nonstandard markets on historically underrepresented groups.
Make referrals for the development of consumer education and outreach materials, as appropriate.

NAIC Support Staff: Andrew J. Beal/Kay Noonan
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2024 Charges
INTERNAL ADMINISTRATION (EX1) SUBCOMMITTEE

The mission of the Internal Administration (EX1) Subcommittee is to monitor the operations of the NAIC, including:
1) preparing a budget for Executive (EX) Committee review; 2) providing direction on personnel issues;
3) approving emergency expenditures; 4) evaluating the chief executive officer (CEQ); and 5) assisting the CEO in
resolving competing demands for NAIC staff resources.

Ongoing Support of NAIC Programs, Products, or Services

1. The Internal Administration (EX1) Subcommittee will:
A. Review and approve all expenditures of funds not included in the annual budget by considering any fiscal
impact statements of unbudgeted resource requests and reporting its actions to the Executive
(EX) Committee.
B. Annually work with the CEO and other senior management to review the business operations plan, which
will incorporate the Executive (EX) Committee’s strategic management initiatives and report its actions to
the Committee.
C. Oversee a review of any management areas of the NAIC that should be designated for formal operational
reviews by working with the CEO.
D. Oversee the development, revision, and delivery of all NAIC education programs, or the addition of new
programs, by coordinating with other committees, as appropriate, and providing direction to the CEO.
E. Receive a report at each national meeting from the Audit Committee, which will be chaired by the
secretary-treasurer. The Audit Committee will meet with NAIC management at or before each national
meeting, or more frequently as necessary, to review the NAIC financial statements and hear reports from
NAIC management on emerging financial issues for the NAIC, and it will report such information to the
Subcommittee. The Audit Committee shall also carry out the following activities pursuant to its charter:
i. Engage the NAIC’s independent accountants with respect to the annual audit. This will include the
appointment of an independent audit firm, a review of the results of the annual audit, and discussions
with the independent auditors and NAIC management to ensure all audit comments or suggestions
are addressed in a timely manner.

ii. Engage the NAIC’s service advisory firm. This will include the selection of an independent firm to
provide Statement on Standards for Attestation Engagements (SSAE) services to the NAIC.

F. Serve as the primary liaison between NAIC membership and the NAIC investment advisor, or appoint a
subcommittee to act in that capacity, including receiving reports on the performance of the
NAIC's investment portfolio and, from time to time, meeting directly with investment firm representatives
to hear periodic reports and recommendations.

G. Review and revise, as necessary and appropriate, the criteria and categories for registrants at national
meetings.

H. Conduct evaluations of the CEO and make appropriate recommendations to the Executive (EX)
Committee. Consult with the CEO on the compensation of senior management.

NAIC Support Staff: Andrew J. Beal/Jim Woody
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Adopted by the Executive (EX) Committee and Plenary, Dec. 4, 2023
Adopted by the Life Insurance and Annuities (A) Committee, Nov. 21, 2023

2024 Charges
LIFE INSURANCE AND ANNUITIES (A) COMMITTEE

The mission of the Life Insurance and Annuities (A) Committee is to: 1) consider issues relating to life insurance
and annuities; and 2) review new life insurance products.

Ongoing Support of NAIC Programs, Products, or Services

1. The Life Insurance and Annuities (A) Committee will:
A. Monitor the activities of the Life Actuarial (A) Task Force.

2. The Accelerated Underwriting (A) Working Group will:
A. Consider the use of external data and data analytics in accelerated life underwriting, including
consideration of the ongoing work of the Life Actuarial (A) Task Force on the issue, and draft guidance for
the states if appropriate.

3. The Annuity Suitability (A) Working Group will:
A. Consider how to promote greater uniformity in the adoption of the Suitability in Annuity Transactions

Model Regulation (#275) across NAIC member jurisdictions.

NAIC Support Staff: Jennifer R. Cook/Jolie H. Matthews

© 2023 National Association of Insurance Commissioners 7



Attachment Two
Executive (EX) Committee and Plenary
12/4/23

Adopted by the Executive (EX) Committee and Plenary, Dec. 4, 2023
Adopted by the Life Insurance and Annuities (A) Committee, Nov. 21, 2023
Adopted by the Life Actuarial (A) Task Force, Oct. 5, 2023

2024 Charges

LIFE ACTUARIAL (A) TASK FORCE

The mission of the Life Actuarial (A) Task Force is to identify, investigate, and develop solutions to actuarial
problems in the life insurance industry.

Ongoing Support of NAIC Programs, Products, or Services

1. The Life Actuarial (A) Task Force will:

A.

Work to keep reserve, reporting, and other actuarial-related requirements current. This includes principle-
based reserving (PBR) and other requirements in the Valuation Manual, actuarial guidelines, and
recommendations for appropriate actuarial reporting in blanks. Respond to charges from the Life
Insurance and Annuities (A) Committee and referrals from other groups or committees, as appropriate.
Report progress on all work to the Life Insurance and Annuities (A) Committee and provide updates to the
Financial Condition (E) Committee on matters related to life insurance company solvency. This work
includes the following:

i. Work with the American Academy of Actuaries (Academy) and the Society of Actuaries (SOA) to
develop new mortality tables for valuation and minimum nonforfeiture requirements for life
insurance and annuities, as appropriate.

i. Provide recommendations for guidance and requirements for accelerated underwriting (AU) and
other emerging underwriting practices, as needed.

iii. Work with the SOA on the annual development of the Generally Recognized Expense Table (GRET)
factors.

iv. Provide recommendations and changes to other reserve and nonforfeiture requirements to address
issues as appropriate, and provide actuarial assistance and commentary to other NAIC committees
relative to their work on actuarial matters.

v. Work with the selected vendor to develop and implement the new generator of economic scenarios
(GOES) for use in regulatory reserve and capital calculations.

vi. Monitor international developments regarding life and health insurance reserving, capital, and related
topics. Compare and benchmark these with PBR requirements.

2. The Experience Reporting (A) Subgroup will:

A.

Continue the development of the experience reporting requirements within the Valuation Manual.
Provide input on the process regarding the experience reporting agent, data collection, and subsequent
analysis and use of experience submitted.

3. The Generator of Economic Scenarios (GOES) (E/A) Subgroup of the Life Risk-Based Capital (E) Working Group
and the Life Actuarial (A) Task Force will:

A.

Monitor that the economic scenario governance framework is being appropriately followed by all relevant
stakeholders involved in scenario delivery.

Review material GOES updates, either driven by periodic model maintenance or changes to the economic
environment, and provide recommendations.

Regularly review key economic conditions and metrics to evaluate the need for off-cycle or significant
GOES updates and maintain a public timeline for GOES updates.
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LIFE ACTUARIAL (A) TASK FORCE (continued)

D. Support the implementation of the GOES for use in statutory reserve and capital calculations.
E. Develop and maintain acceptance criteria that reflect history as well as plausibly more extreme scenarios.

4. The Indexed Universal Life (IUL) lllustration (A) Subgroup will:

A. Consider changes to Actuarial Guideline XLIX-A—The Application of the Life lllustrations Model Regulation
to Policies with Index-Based Interest to Policies Sold on or After December 14, 2020 (AG 49-A), as needed.
Provide recommendations for the consideration of changes to the Life Insurance Illustrations Model
Regulation (#582) to the Task Force, as needed.

5. The Longevity Risk (E/A) Subgroup of the Life Actuarial (A) Task Force and the Life Risk-Based Capital (E)
Working Group will:
A. Provide recommendations for recognizing longevity risk in statutory reserves and/or risk-based capital
(RBC), as appropriate.

6. The Variable Annuities Capital and Reserve (E/A) Subgroup of the Life Risk-Based Capital (E) Working Group
and the Life Actuarial (A) Task Force will:
A. Monitor the impact of the changes to the variable annuities (VA) reserve framework and RBC calculation
and determine if additional revisions need to be made.
B. Develop and recommend appropriate changes, including those to improve the accuracy and clarity of VA
capital and reserve requirements.

7. The Valuation Manual (VM)-22 (A) Subgroup will:
A. Recommend requirements for non-variable (fixed) annuities in the accumulation and payout phases for

consideration by the Task Force, as appropriate. Continue working with the Academy on a PBR
methodology for non-variable annuities.

NAIC Support Staff: Scott O’Neal/Jennifer Frasier
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Adopted by the Executive (EX) Committee and Plenary, Dec. 4, 2023
Adopted by the Health Insurance and Managed Care (B) Committee, Nov. 2, 2023

2024 Charges

HEALTH INSURANCE AND MANAGED CARE (B) COMMITTEE

The mission of the Health Insurance and Managed Care (B) Committee is to consider issues relating to all aspects
of health insurance.

Ongoing Support of NAIC Programs, Products, or Services

1. The Health Insurance and Managed Care (B) Committee will:

A.

mmoO N

Respond to inquiries from the U.S. Congress (Congress), the White House, and federal agencies; analyze
policy implications and their effect on the states of proposed and enacted federal legislation and
regulations; and communicate the NAIC’s position through letters and testimony, when requested.
Monitor the activities of the Health Actuarial (B) Task Force.

Monitor the activities of the Long-Term Care Insurance (B) Task Force.

Monitor the activities of the Regulatory Framework (B) Task Force.

Monitor the activities of the Senior Issues (B) Task Force.

Serve as the official liaison between the NAIC and the Joint Commission on Accreditation of Healthcare
Organizations (Joint Commission), the National Committee for Quality Assurance (NCQA), and the
Utilization Review Accreditation Commission (URAC).

Examine factors that contribute to rising health care costs and insurance premiums. Review state
initiatives to address cost drivers.

Coordinate with appropriate Market Regulation and Consumer Affairs (D) Committee groups,
as necessary, on health benefit plan and producer enforcement issues.

Coordinate with the Market Regulation and Consumer Affairs (D) Committee, as necessary, to collect
uniform data and monitor market conduct trends on plans that are not regulated under the federal
Affordable Care Act (ACA), including short-term, limited-duration (STLD) insurance, association health
plans (AHPs), and packaged indemnity health products.

2. The Consumer Information (B) Subgroup will:

A.

B.

Develop information or resources, as needed, that would be helpful to state insurance regulators and
others in assisting consumers to better understand health insurance.

Review NAIC publications that touch on health insurance to determine if they need updating. If updates
are needed, suggest specific revisions to the appropriate NAIC group or NAIC division to make the changes.

3. The Health Innovations (B) Working Group will:

A.

Gather and share information, best practices, experience, and data to inform and support health
innovation at the state and national levels, including, but not limited to, state flexibility options through
the ACA and other health insurance-related policy initiatives.

Discuss state innovations related to health care—i.e., access, insurance plan designs, underlying medical
and prescription drug costs, stability for health care and insurance as a whole, health insurer and provider
consolidation or competition, the use of data in regulatory and policy decision making, and health care
delivery and financing models—to achieve better patient outcomes and lower spending trends.

Explore sources and methods for state insurance regulators to obtain data to inform health reform
initiatives.
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HEALTH INSURANCE AND MANAGED CARE (B) COMMITTEE (continued)
D. Disseminate materials and reports, via the NAIC, to the states and the U.S. territories wishing to use the
information gathered by the Working Group.

E. Take up other matters as directed by the Health Insurance and Managed Care (B) Committee.

NAIC Support Staff: Jolie H. Matthews/Brian R. Webb/Jennifer R. Cook
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Adopted by the Executive (EX) Committee and Plenary, Dec. 4, 2023
Adopted by the Health Insurance and Managed Care (B) Committee, Nov. 2, 2023
Adopted by the Health Actuarial (B) Task Force, Sept. 26, 2023

2024 Charges

HEALTH ACTUARIAL (B) TASK FORCE

The mission of the Health Actuarial (B) Task Force is to identify, investigate, and develop solutions to actuarial
problems in the health insurance industry.

Ongoing Support of NAIC Programs, Products, or Services

1. The Health Actuarial (B) Task Force will:

A.

Provide recommendations, as appropriate, to address issues and provide actuarial assistance and
commentary with respect to model requirements for appropriate long-term care insurance (LTCI) rates,
rating practices, and rate changes.

Provide support for issues related to implementation of, and/or changes to, the federal Affordable Care
Act (ACA).

Continue to develop health insurance reserving requirements (VM-25, Health Insurance Reserves
Minimum Reserve Requirements) using a principle-based reserving (PBR) framework.

Develop LTCI experience reporting requirements in VM-50, Experience Reporting Requirements, and
VM-51, Experience Reporting Formats, of the Valuation Manual.

Provide recommendations, as appropriate, to address issues and provide actuarial assistance and
commentary to other NAIC groups relative to their work on health actuarial matters.

Coordinate with the Long-Term Care Insurance (B) Task Force on LTCI recommendations of the Long-Term
Care Actuarial (B) Working Group.

Staff Support: Eric King
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Adopted by the Executive (EX) Committee and Plenary, Dec. 4, 2023
Adopted by the Health Insurance and Managed Care (B) Committee, Nov. 2, 2023
Adopted by the Long-Term Care Insurance (EX) Task Force, Oct. 5, 2023

2024 Charges
LONG-TERM CARE INSURANCE (B) TASK FORCE

Recognizing the gravity of the threat posed by the current long-term care insurance (LTCI) environment both to
consumers and our state-based system of insurance regulation, the mission of the Long-Term Care Insurance (B)
Task Force is to: 1) monitor and evaluate the LTCI rate review process; 2) monitor and evaluate options to help
consumers manage the impact of rate increases; and 3) monitor work performed by other NAIC groups to review
the financial solvency of long-term care (LTC) insurers.

Ongoing Support of NAIC Programs, Products, or Services

1. The Long-Term Care Insurance (B) Task Force will:

A. Monitor and evaluate the progress of the multistate actuarial (MSA) rate review process as outlined in
the Long-Term Care Insurance Multistate Rate Review Framework (MSA Framework) and make
modifications as appropriate. Monitor state insurance department rate review actions subsequent to the
implementation of the MSA Framework and MSA rate review recommendations.

B. Monitor and evaluate options to help consumers manage the impact of rate increases, including an
evaluation of the use and impact of previously adopted guidance for states regarding reduced benefit
options (RBOs).

C. Monitor the work performed by other NAIC solvency working groups and assist in the timely multistate
coordination and communication of the review of the financial condition of LTC insurers.

D. Monitor the work performed by other NAIC committees, task forces, and working groups, as well as
federal regulators, related to the LTCl industry.

2. The Long-Term Care Actuarial (B) Working Group will:

A. Provide recommendations, as appropriate, to address issues and provide actuarial assistance and
commentary with respect to model requirements for appropriate long-term care insurance (