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Synopsis of the NAIC Committee, Subcommittee and Task Force Meetings 
2006 Winter National Meeting 

San Antonio, TX 
December 9-12, 2006 

 
To:  Members of the NAIC 
From: The Staff of the NAIC 
 
Committee Action 
 
The NAIC staff has reviewed the reports of the various committees, subcommittees and task forces. Below is an outline of 
major actions taken during the NAIC Winter National Meeting in San Antonio, TX. The staff hopes this outline will provide 
the NAIC members with assistance in reviewing the meeting reports. 
 
JOINT EXECUTIVE (EX) COMMITTEE/PLENARY 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Adopted by Consent the Committee, Subcommittee, and Task Force Minutes of the 2006 Fall National Meeting, Sept. 9-

12, 2006, Except for Items 2-5 listed below.    
 
2. Adopted the Long-Term Care Insurance Model Act (#640) (Draft:  9/9/06).    
 
3. Adopted the Long-Term Care Insurance Model Regulation (#641) (Draft:  8/30/06).   
 
4. Adopted the Unauthorized Transaction of Insurance Criminal Model Act (Draft:  9/10/06).    
 
5. Adopted the Producer Training – Policies Issued Under Qualified State Long-Term Care Insurance Partnership 

(“Qualified Partnership”) (Draft:  9/9/06).  
 
6. Adopted the oral report of the Dec. 9, 2006, Internal Administration (EX1) Subcommittee Meeting.   
 
7. Adopted the 2007 NAIC Budget as amended by the Internal Administration (EX1) Subcommittee.    
 
8. Heard quarterly NIPR Board of Directors report.   
 
9. Heard report of the SERFF Board of Directors and Ratified SERFF election results.  
 
10. Heard annual report of the NAIC/Consumer Liaison Committee.   
 
11. Adopted the Nov. 7, 2006, Market Regulation and Consumer Affairs (D) Committee minutes, which include adoption of 

changes to the Market Regulation Handbook.  
 
12. Adopted the Short-Term Treatment of Hybrid Securities adopted by the Financial Condition (E) Committee in 

September 2006, and the Nov. 1, 2006, Interim Financial Condition (E) Committee minutes which include amended final 
language for the Short-Term Treatment of Hybrid Securities, revisions to the Financial Condition Examiners Handbook, 
and an Implementation recommendation for the revised Financial Condition Examiners Handbook to the Financial 
Regulation Standards and Accreditation (F) Committee.  

 
13. Adopted the 2007 Committee, Subcommittee, and Task Force Charges.     
 
14. Adopted the Resolution for Military Life Sales Resolution and charge to create an Executive (EX) Committee Working 

Group. 
 
15. Heard annual Zone reports, which included election results for 2007 zone representatives.  
 
16. Conducted the annual election of officers pursuant to the bylaws of the organization.  
 



Sept. 10, 2006 – St. Louis, MO 
 
1. Adopted the June 10-13, 2006 Committee, Subcommittee and Task Force Minutes excluding items 2-4 on this agenda.   
 
2. Adopted the Discount Medical Plan Organization Model Act (Draft:  8/18/06).  
 
3. Deleted the Standards for Medical/Lifestyle Applications and Underwriting Practices Related to HIV and HIV Testing 

Model Regulation.   
 
4. Adopted the Model Bulletin Regarding Flood Insurance Training Requirements for Producers Selling Through the 

National Flood Insurance Program.  
 
5. Adopted the Oral Report of the Sept. 9, 2006, Internal Administration (EX1) Subcommittee Meeting. 
 
6. Adopted the Amended Climate Change (EX) Task Force 2006 charges.   
 
7. Adopted the Aug. 31, 2006 Life Insurance and Annuities (A) Committee Minutes, which includes adoption of the Life 

and Health Actuarial Task Force Report, including adoption of Actuarial Guideline 38, and the Model Regulation 
Permitting the Recognition of Preferred Mortality Tables for Use in Determining Minimum Reserve Liabilities. 

 
8. Adopted the Aug. 7, 2006, Executive (EX) Committee minutes.  
 
 
Consumer Protections (EX) Working Group 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Received a presentation on the NAIC Consumer Portal project, which will enhance the coordination between state 

insurance Web sites and the NAIC Web site. 
 
2. Received a presentation on the NAIC InsureU Campaign. In 2007, this campaign will focus on the insurance needs of 

small business and additional outreach to Spanish speaking consumers. 
 
3. Received an update on consumer disclosures and the need for the NAIC to conduct additional outreach to other groups, 

which have addressed this issue. 
 
4. Received a summary on the issuance of NAIC consumer alerts in 2006. During 2006, the NAIC issued eight consumer 

alerts. 
 
5. Received an update on the review of the NAIC Consumer Guides. 
 
Sept. 11, 2006 – St. Louis, MO 
 
1. Heard a report of the survey conducted to gain insight into the world of consumer services operations and to gather 

information on NAIC resources directed to these operations. The survey covered the five following categories: 1) state 
consumer service representative functions; 2) complaint handling process; 3) state complaint systems; 4) complaint data 
submission to the NAIC; and 5) state support needs from NAIC. 

 
2. Requested comments on the Disclosure Paper, which will be reviewed by the Working Group prior to the 2006 Winter 

National Meeting. 
 
3. Heard an overview of the two most recent consumer alerts, which focus on insurance needs for college students.  
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Principles-Based Reserving (EX) Working Group 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. The chair of the Principles-Based Reserving (EX) Working Group indicated that the NAIC staff would provide draft 

charges for the review of the members that would detail specific work items, including a charge to the NAIC staff to 
provide a list of policy questions the members should consider. 

  
2. Heard presentations from the American Academy of Actuaries (AAA) on the current status of various efforts on the 

principles-based reserving project.  
 
 
Broker Activities (EX) Task Force 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Received a report on the status of the contingent commission element of various insurers’ settlement agreements.  The 

New York Attorney General notified ACE, AIG, St. Paul Travelers and Zurich that the 65% threshold was reached in the 
lines of personal auto, homeowners, boiler and machinery, and financial guaranty. The settlement agreements require the 
subject companies to cease paying contingent commissions to insurance producers once at least 65% of the gross written 
premium in any line of insurance is subject to the same condition. 

 
2. Received testimony from industry groups on the 65% threshold and the general subject of disclosure. 
 
3. Discussed matters pertaining to ongoing investigations and specific entities in executive session. 
 
Sept. 11, 2006 – St. Louis, MO
 
1.  Received an update on the status of pending multi-state settlement agreements.  For the regulatory settlement with Marsh 

& McLennan, 32 states have reported joining the agreement.  Fifteen states have reported joining the regulatory 
settlement with Zurich North America.  For the regulatory settlement with Aon Corporation, 31 states have reported 
joining the agreement. 

 
2.  Received a report on recent amendments to various settlement agreements entered between the New York State 

Insurance Department and national brokerage companies.  The amendments generally served to clarify the applicability 
of the settlement in terms of international business and acceptance of contingent compensation by managing general 
agents in limited circumstances. 

  
  
Climate Change and Global Warming (EX) Task Force 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Heard testimony about recent work of catastrophe modelers on climate change from Mitch Sattler, Risk Management 

Solution. Mr. Sattler testified about recent developments in catastrophe modeling techniques and about how new 
information has changed the approach to modeling now and in the future. 

 
2. Heard testimony about consumer concerns from David “Birny” Birnbaum, Center for Economic Justice. Mr. Birnbaum 

testified about the need for adequate coverage availability for risks either through the private market or through public 
programs when the private market will not provide such coverage. He also stressed the need for all-perils policies and 
actuarial-based pricing. 

 
3.  Heard testimony about investor concerns related to climate change from Alexis Krajeski, F&C Asset Management and 

Nancy Skinner, Climate Trust. They testified about the efforts of asset managers to identify investees who implement 
green technologies and processes and provide climate risk disclosure to shareholders. They also provided testimony 
about the development of carbon emission trading markets and associated investment opportunities. 

 
4. Heard testimony about corporate disclosure and corporate governance issues relating to climate change risk from Doug 

Cogen, Institutional Shareholder Services and Andrew Logan, CERES. They discussed efforts to require corporations to 
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provide statements of climate change risks on SEC 10-K annual filings. Their testimony included survey results 
indicating that U.S. insurers are performing extremely poor relative to European insurers about disclosing climate change 
risks to investors and that voluntary disclosure for insurers has not been effective. 

 
5. Heard testimony about the role of the NAIC in responding to climate change from Dr. Evan Mills, Lawrence Berkeley 

National Laboratory and Melissa Carey, Environmental Defense. Dr. Mills’ testimony included findings of a recent 
Harvard study on the future impact to life and health of climate change. He also testified about the importance of 
focusing on weather events worldwide over time and not solely on those occurring in the Atlantic Basin when examining 
the impact of climate change. Ms. Carey testified that the impact on the U.S. on the recession of the Greenland ice sheet 
which has been occurring at a faster rate than previously thought. 

 
6. Heard testimony from the insurance industry on climate change from Miranda Anderson, David Gardner and Associates 

and Peter Lefkin, Allianz-Fireman’s Fund. They testified that insurers are in a good position to understand and adapt to 
the impact of climate change and the associated scientific aspects of change. 

 
7. Heard testimony from the insurance trade association on climate change from David Snyder, American Insurance 

Association and Robert Detlefson, National Association of Mutual Insurance Companies. They testified that removing 
regulatory controls on pricing and underwriting activities would permit the insurance industry to create more accurate 
price signals about the risks they insure. 

 
Sept. 11, 2006 – St. Louis, MO 
 
1.   Discussed plans for a public hearing focusing on the insurance implications of global warming. 
 
2. Received an outline of the Task Force’s overview report, which will continue to be refined. 
 
 
Government Affairs (EX) Task Force 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Met in executive session pursuant to paragraph 8 of the NAIC Policy Statement on Open Meetings (Consideration of 

strategic planning issues relating to legislative matters). 
 
Sept. 11, 2006 – St. Louis, MO 
 
1. Met in executive session pursuant to paragraph 8 of the NAIC Policy Statement on Open Meetings (Consideration of 

strategic planning issues relating to legislative matters). 
 
 
Speed to Market (EX) Task Force 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Received a report from the Operational Efficiencies (EX) Working Group on the recent success of SERFF v5. Work 

continues to accommodate the Interstate Compact’s use of SERFF and SERFF future enhancements. The Working 
Group anticipates that SERFF Redesign Phase II will be completed in July 2007. SERFF Board of Director election 
results were communicated. Forty-three states have now implemented the Product Coding Matrix applicable to 99 lines 
of business. The draft Product Filing Examiners Handbook continues, but this quarter a revision was not available to 
review. A revision is anticipated in Feb. 2007. 

 
2. Received a report from the Interstate Compact National Standards (EX) Working Group whereby they have adopted 

standards for other Insured Term Life Benefits; Guaranteed Insurability Benefits; Individual Annuity Application; and, 
Individual Annuity Application Change Form. Advertising standards are in development for Long-Term Care and 
application standards are being developed for disabilities income. A work plan for 2007 was discussed. 

 
3. Received a report from the Personal Lines Market Regulatory Framework (EX) Working Group. After discussing the 

white paper on Personal Lines Regulatory Framework and receiving comments from members and interested parties, the 
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Working Group decided it would hold a conference call in Jan. 2007 to plan for an interim meeting that would allow 
sufficient time to discuss the white paper in depth. 

 
4. Learned that the Interstate Compact has 28 states signed up with more anticipated to join in 2007. There have been 

several accomplishments in the last six months including the hiring of an executive director, the posting for an assistant 
operations manager, and a management committee has been established. There was a recent two-day meeting in Virginia 
last month getting ready to start full operations in 2007. As reported by the Interstate Compact National Standards (EX) 
Working Group, the Interstate Compact has their first set of standards to begin operation. 

 
5. Heard an update on SERFF activities and learned that the SERFF Board of Directors held a four-hour session about the 

future plans for SERFF. Their work will continue with upcoming conference calls. SERFF Board of Director election 
results included two industry three-year term director positions having been filled by Kim Marie Kennedy, St. Paul 
Travelers and Fred Alvarado, Aegon Insurance Group. Jim Hodges, Executive Director of National Association of Life 
Companies, will serve on the Board as the trade representative for a two-year term. Pat Libby (ME) had been reelected to 
serve on the Board for a three-year term. Commissioner Roger Sevigny (NH) was elected to continue serving as chair of 
the Board through 2007. Work is progressing to accommodate the Interstate Compact’s use of SERFF and future SERFF 
enhancements. The Working Group anticipates that SERFF Redesign Phase II will be completed in July 2007. 

 
6. Adopted a change to the 2007 charges. The proposed change related to the work of the Interstate Compact National 

Standards (EX) Working Group. It recognized the synergy of having the national standards used by the Interstate 
Compact and the states be consistent.  

 
7. Agreed to consider updating the Speed to Market Tools Scorecard next year. 
 
Sept.12, 2006 – St. Louis, MO 
 
1.   Received reports from the Operational Efficiencies Working Group, the Interstate Compact National Standards Working 

Group, the Personal Lines Market Regulatory Framework Working Group and the SERFF Board of Directors.  
 

2. Adopted the 2007 proposed charges, with amendments. 
 
 
INTERNAL ADMINISTRATION (EX1) SUBCOMMITTEE 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Adopted the Nov. 11, Subcommittee minutes regarding the public budget hearing; and meeting minutes of Nov. 30, for a 

special session. 
 
2. Adopted a report of the NAIC Audit Committee, which included the Oct. 30, 2006 financial statements and performance 

report on the NAIC investment portfolio through Oct. 30th. The report included a recommendation to perform further 
financial analysis on the NAIC Defined Benefit Plan, utilizing the actuarial expertise of the association’s consulting 
actuary. The Audit Committee will be meeting with the independent auditor soon to discuss the 2006 year-end financial 
statement audit.  

 
3. Adopted a corporate resolution authorizing Jeff Johnston, the association’s new CFO, as a bank signatory.  
 
4. Adopted a business and fiscal impact statement (BFIS) regarding the producer licensing systems and database 

reengineering project.  The project is projected to cost the NAIC $7.3 million, with a 2007 budget net expense impact of 
$1.17 million. A resolution, indicating the intent of the NAIC and NIPR was also adopted.    

 
5. Adopted a BFIS regarding the NAIC’s State-Based Systems product, resulting in a 2007 budget net expense impact of 

$18 thousand.  
 
6. Adopted a BFIS regarding the NAIC’s financial data redistribution contracts, resulting in a 2007 budget net revenue 

impact of $600 thousand. 
 
7. Received a report on the 2007 financial needs of the Interstate Insurance Product Regulation Commission and discussed 

various approaches to structuring a line of credit arrangement between the NAIC and the Commission.  

© 2006 National Association of Insurance Commissioners          5



 
8. Received a report on customer usage of InsData, the NAIC consumer online statutory data PDF system. 
 
9. Received a report from Cathy Weatherford on NAIC Administration and Management activities. 
 
Sept. 10, 2006 – St. Louis, MO 
 
1. Adopted the June 10, 2006 and Aug. 28, 2006 Subcommittee minutes. 
 
2. Adopted the 2007 Subcommittee charges.  
 
3.  Ratified the actions of this Committee in the audit firm selection for the 2006 examination, investment consultant 

contract extension, investment manager reallocation, and diversification of the fixed income portfolio. 
 
4. Discussed funding options for the Commission and instructed the NAIC staff to begin drafting documents for a potential 

line of credit.  The Subcommittee approved the inclusion of Commission employees in the NAIC’s health, dental, life, 
disability, and employee assistance plans. 

 
5. Disbanded the XBRL Study Group. 
 
6. Reviewed and approved a funding request for consulting dollars to develop and implement the Market Regulation Web 

Services Initiative: $86,400 in 2006 and $129,600 in 2007. 
 
7.    Selected the 2011 Spring, Summer and Winter NAIC National Meeting locations: 

o Spring National Meeting will be held in Austin, TX 
o Summer National Meeting will be held in Philadelphia, PA 
o Winter National Meeting will be held in Atlanta, GA 

 
 
LIFE INSURANCE AND ANNUITIES (A) COMMITTEE 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Adopted revisions to the NAIC Viatical Settlements Model Act. 
 
2. Adopted non-substantive changes to the cover and copyright date of the Life Insurance Buyer’s Guides and the Buyer’s 

Guides to Fixed Deferred Annuities with Appendix for Equity-Indexed Annuities.  
 
3. Adopted the report of the Travel to Foreign Countries (A) Working Group. 
 
4. Received the report of the Life and Health Actuarial Task Force. 
 
5. Discussed and adopted revisions to the NAIC Viatical Settlements Model Act. The revisions include those that would 

impose a five-year ban on life settlements unless the viator can satisfy certain specified exceptions. Other revisions add 
new disclosure requirements. The main purpose of these revisions is to address a new emerging type of life settlement 
called stranger-initiated life insurance (STOLI). The Committee began looking at the issue of STOLI in May 2006. It 
held a public hearing in New York City on “Premium Financing of Life Insurance, Life Settlements and the Relationship 
with State Insurable Interest Laws.” Over 300 insurance regulators, industry representatives and interested parties 
attended to hear testimony from financial and life insurance experts, life insurance settlement advocates and consumer 
representatives. Most of the testimony centered on these STOLI policies – life insurance policies that are financed and 
purchased with the specific intent of selling them for life settlements.  

 
6. Discussed and adopted non-substantive changes to the cover and copyright date of various consumer guides under the 

jurisdiction of the Committee – the Life Insurance Buyer’s Guides and the Buyer’s Guides to Fixed Deferred Annuities 
with Appendix for Equity-Indexed Annuities. 

 
7. Adopted its Nov. 22, 2006 conference call minutes.   
8. Adopted the report of the Travel to Foreign Countries (A) Working Group, which included the adoption of the Working 

Group’s Dec. 4, 2006 conference call minutes.  
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9. Received the report of the Life and Health Actuarial Task Force. The Task Force is continuing its work to implement a 

principle-based reserving system. The Task Force exposed several documents related to converting to a principle-based 
reserving system. The Task Force also exposed for comment revisions to a new proposed actuarial guideline for 
establishing reserves for variable annuities (AG VACARVM). 

 
Sept. 10, 2006 – St. Louis, MO 
 
1. Adopted its 2007 Proposed Charges. 
 
2. Adopted the NAIC staff recommendations for models scheduled for review as part of the NAIC model law review 

initiative. 
 
3. Received report of the Travel to Foreign Countries (A) Working Group. 
 
4. Adopted the report of the Life and Health Actuarial Task Force. 
 
5. Received the 2005 Market Share Report. 
 
 
HEALTH INSURANCE AND MANAGED CARE (B) COMMITTEE 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Adopted the Regulatory Framework (B) Task Force report. 
 
2. Received an update on federal issues. The NAIC staff reported that Congress had adopted the State High-Risk Pool 

Funding Extension Act of 2006 extending federal funding for state high-risk pools. Unfortunately, the reauthorization 
came too late for funds to be included in the President’s budget request for the Department of Health and Human 
Services. As a result, neither the House nor the Senate Labor/HHS/Education Appropriation measures contain funds for 
these vital grants. The NAIC staff is continuing its outreach efforts to congressional staff to garner support for fiscal year 
2007 appropriations.  

 
3. Heard reports of its task forces and working groups. As part of the State Innovations (B) Working Group report, the 

Committee noted that the Working Group had adopted the White Paper of the Federal Relief Subgroup. The White Paper 
is a result of a survey of states and a compilation of a list of ERISA and other restrictions that impede state innovation. 
The White Paper provides specific examples of reforms states have attempted and how they were limited or prohibited 
by federal law. It also identifies specific solutions that Congress could realistically implement to relax restrictions and 
promote state innovations in the specific areas identified. The White Paper will be used to provide direction for possible 
future legislative initiatives in the areas the White Paper identified.  

 
4. As part of Regulatory Framework (B) Task Force, the Committee adopted revisions to the Small Employer Health 

Insurance Availability Model Act (Model #118) and its model regulation, the Model Regulation to Implement the Small 
Employer Health Insurance Availability Model Act (Model #119) and the Group Health Insurance Standards Model Act 
(Model #100). 

 
Sept. 11, 2006 – St. Louis, MO 
 
1. Adopted its 2007 Proposed Charges. 
 
2. Adopted the Aug. 18, 2006 conference call minutes. 
 
3. Adopted the Regulatory Framework (B) Task Force’s recommendations for the list of models scheduled for review in 

2006 as part of the NAIC model law review initiative. 
 
4. Adopted the reports of the Long-Term Care (B) Working Group, Regulatory Framework (B) Task Force, Senior Issues 

(B) Task Force and the Accident and Health Working Group.  
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Long-Term Care (B) Working Group 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Discussed and posed questions to Hunter McKay (Office of the Associate Solicitor for Planning and Evaluation—HHS) 

regarding the federal partnership program reciprocity and data reporting regulations.   
 
2. Discussed long-term care partnership implementation issues being faced by the states. Acting Commissioner Shad Priest 

(ID) shared Idaho’s experiences in being the first state to have their Medicaid Plan Amendment establishing qualified 
long term care partnership program approved by the Center for Medicare and Medicaid Services (CMS).  

 
3. Reviewed a letter to Commissioner Sandy Praeger (KS) from Senator Charles Grassley, Chairman of the Senate 

Committee on Finance, stating his views regarding Congressional intent behind certain sections of the partnership 
provisions in the Deficit Reduction Act (DRA). An e-mail between the Maryland Insurance Administration and the 
CMS, which reiterated that the state insurance departments have the authority to interpret partnership provisions in the 
DRA, was also distributed. 

 
4. The Long-Term Care (B) Working Group plans to develop guidance to assist states seeking to implement a long term 

care partnership program. Comments and suggestions about what should be the definition of inflation protection for 
partnership policies and how states should exchange an existing policy for a partnership policy should be emailed to 
jcook@naic.org. The working group thought that a “checklist” or “roadmap” from the NAIC for implementing 
partnerships would be helpful. The Working Group also would like to investigate developing a more formal relationship 
with state Medicaid directors in the interest of making sure the partnership program is a success. 

 
Sept. 9, 2006 – St. Louis, MO 
 
1.    Adopted the draft Long-Term Care Insurance Model Act, as revised.  
 
2     Adopted the draft Long-Term Care Model Regulation.  
 
3.    Adopted the draft model bulletin regarding the Federal Partnership Program, as revised. 
 
 
ERISA (B) Subgroup 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Discussed its survey on out-of-state groups. An executive summary of the survey results was distributed. 
 
2. Exposed for comment a draft Multiple Employers Welfare Arrangement (MEWA) Reporting Form. The Subgroup 

agreed to develop such a form as part of its work on the NAIC Prevention of Unauthorized MEWAs and Other 
Unauthorized Insurers Model Regulation. Comments are being requested on this reporting form on or before Jan. 31, 
2007. Those comments should be sent to Jennifer Cook at jcook@naic.org. 

 
 
Senior Issues (B) Task Force 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Received a report from the Centers for Medicare and Medicaid Services (CMS) on Medicare Part D enrollment. The 

agency reported that over 24 million individuals have enrolled in a Medicare program with drug coverage, including 
those enrolled in stand-alone prescription drug plans (approximately 16.5 million) and Medicare Advantage plans with 
drug coverage (approximately 7.5 million).   

 
2. Discussed the Task Force’s ongoing concerns with CMS’ granting of special waivers to prescription drug plans from 

state licensing requirements. CMS reported that two new prescription drug plans that are not licensed in any state have 
received such a waiver for 2007, and additional companies that are not licensed in any state have received waivers to 
expand to new states.   
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3. Received a report from CMS on a Memorandum of Understanding (MOU), which was negotiated between the NAIC and 
CMS, to facilitate the sharing of compliance-related information between the states and CMS concerning Medicare Part 
D and Medicare managed care plans. Each state will have to sign a separate MOU with CMS.   

 
4. Assigned a small working group of states to work with CMS on developing procedures for states to share information 

with CMS, pursuant to the MOU. An official from CMS reported that the agency is developing a password protected 
Web site in order to share information with state regulators, in addition to more informal means of communication.   

 
5. Received a report from CMS on other Medicare and Medigap-related issues. CMS reported developments in CMS policy 

on trial rights for individuals who were Medicare-eligible before the age of 65 and had been enrolled in a Medicare 
managed care plan. CMS reported slow progress in receiving required Medicare Part D creditable coverage disclosures 
to CMS. CMS reported plans to move up future publications of that they planned to move up future publications of the 
annual Choosing a Medigap Policy guide closer to the annual fall publication of the Medicare and You guide.   

 
6. Received an update on federal legislative issues, including the impact of the change in Congressional leadership and 

anticipated issues of interest (including legislation and increased oversight relating to the Medicare Part D program). 
 
7. Held a working session of the Medicare Supplement (B) Subgroup to complete work on outstanding issues from a 

previous meeting (including transition standards, new or innovative benefits, implementation and timeline).   
 
8. Accepted a report of the Medicare Supplement (B) Subgroup on a proposal to modernize Medicare supplement benefits 

and benefit plans. This proposal includes the elimination of unnecessary and duplicative plans, the addition of new 
benefit plan options with higher cost-sharing and lower premiums, and the modernization of available benefits. The 
Subgroup also proposed transition standards, and is continuing to develop draft guidance to the states on new or 
innovative benefits.   

 
9. Voted to expose for comment for a 30-day period the draft revisions by the Medicare Supplement Modernization (B) 

Subgroup to the Model Regulation To Implement the NAIC Medicare Supplement Insurance Minimum Standards Model 
Act, subject to technical changes as necessary.   

 
Sept. 9, 2006 – St. Louis, MO 
 
1. Adopted its 2007 Charges, with revisions.  
 
 
PROPERTY AND CASUALTY INSURANCE (C) COMMITTEE 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Adopted minutes of its interim conference call. 
 
2. Adopted or received reports from its four task forces and nine working groups. 
 
3. Revised its charges by adding the following to the Catastrophe Insurance (C) Working Group: Draft a framework for the 

creation and operation of a multiple state catastrophe fund. 
 
4. Discharged three working groups and eliminated their corresponding 2007 charges. These were the Uninsured Motorist 

Issues (C) Working Group, Class Action Insurance Litigation (C) Working Group and NCCI Oversight (C) Working 
Group. 

 
5. Adopted a charge assigned to the Statistical Information (C) Task Force related to looking for ways to facilitate the 

matching child support obligations to insurance claim payments. 
 
6. Adopted a report by the Surplus Lines (C) Task Force whereby the Task Force will draft an interstate compact to create a 

clearing house through which all multi-state surplus lines risks would be filed. 
 
7. Adopted the Regulatory Guidance on the Property and Casualty Statements of Actuarial Opinion for the Year 2006, the 

Regulatory Guidance on the Property and Casualty Actuarial Opinion Summary for the Year 2006, and a Blanks 
proposal to modify Schedule P Interrogatory 1 related to medical malpractice extended reporting endorsements. 
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8. Adopted a letter to the Risk Assessment (E) Working Group about the potential property/casualty actuary’s role in the 
risk-focused surveillance process. 

 
9. Exposed for comments within 60 days the Workers’ Compensation Coverage for Professional Employer Organization 

Arrangements Model Regulation. 
 
10. Exposed for comments within 30 days, the Corporate Governance Standards recommended by the Corporate Governance 

(C) Subgroup of the Risk Retention (C) Working Group. 
 
11. Adopted Standards for Monitoring Compulsory Auto Insurance and Financial Responsibility Laws as proposed by the 

Uninsured Motorist Issues (C) Working Group. 
 
12. Exposed for comments until Jan. 31, 2007 the Market Regulation Handbook chapter on Conducting the Statistical Agent 

or Advisory Organization Examination or Other Continuum Type Response. 
 
13. Requested comments by Jan. 15, 2007 on the current guides on A Consumer’s Guide to Auto Insurance and A 

Consumer’s Guide to Home Insurance. 
 
Sept.12, 2006 – St. Louis, MO 
 
14. Adopted the revised Consumer’s Guide to Auto Insurance. 
 
15. Adopted the revised Consumer’s Guide to Home Insurance. 
 
16. Agreed to form a working group to review the guides. 
 
17. Withdrew motion to adopt the 2007 Proposed Charges and announced a Sept. 26, 2006 conference call to reconsider 

adoption. 
 
 
Advisory Organization Examination Protocol (C) Working Group 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Members and interested parties are encouraged to submit any comments for the Market Regulation Handbook chapter on 

Conducting the Statistical Agent or Advisory Organization Examination or Other Continuum Type Response by Jan. 31, 
2007. 

 
2. Discussed a recent draft of the Market Regulation Handbook chapter on Conducting the Statistical Agent or Advisory 

Organization Examination or Other Continuum Type Response. Some items still need to be considered before the first 
full draft is complete. Members were asked to review model laws that may be applicable to advisory organizations or 
statistical agents to determine if any changes are needed to the current draft. The Working Group exposed the Chapter 
for comments and asked that comments be received by January 31, 2007. 

 
3. Reminded members to coordinate future endeavors related to exams with other states and the Market Analysis (D) 

Working Group. 
 
 
Catastrophe Insurance (C) Working Group 
 
Dec. 11, 2006– San Antonio, TX 
 
1. The Working Group added an additional 2007 charge to develop a multi-state compact initiative as a proposal to the 

National Catastrophe Insurance Plan. 
 
2. Highlighted the “NAIC President’s Symposium—Natural Disasters in the U. S.—Preparing, Responding, Recovering” to 

be held Jan. 18-19, 2007, in Miami, FL. 
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3. Advised additional information will be forthcoming related to the multi-state catastrophe meeting tentatively planned for 
the second week in February. 

  
4. Received a report of the New Madrid (C) Subgroup. A data call to 15 companies yielded little information as the 

companies thought there would be an anti-trust issue since information was related to future activities. The NAIC Web 
site will shortly be updated to include information on earthquake response for consumers. The checklist of earthquake 
information will be on the InsureU portion of the Web site. Within 30 days, information related to disaster preparedness 
will be available in committee activities. 

 
5. Received comments from the Natural Conference of Insurance Legislators (NCOIL) related to a draft of the Natural 

Catastrophe Insurance Plan. NCOIL will be developing their plan which will probably extend beyond their Spring 2007 
Meeting. 

 
6. The Working Group adopted a motion to amend their 2007 charges. The Working Group will develop a multi-state 

compact initiative as a proposal to the National Catastrophe Insurance Plan. 
 
 
Class Action Insurance Litigation (C) Working Group 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. The Working Group adopted a motion that it be discharged. 
 
2. Discussed several class action cases pending in Texas, Colorado, and Florida. 
 
3. Received a preliminary draft of a white paper on class action insurance litigation prepared by the NAIC staff. 
 
4. Heard from Nick Pace, RAND Institute for Civil Justice, on its forthcoming report Insurance Class Actions in the United 

States. Mr. Pace advised that the study attempted to evaluate the situations where regulation and class action litigation 
intersect. He said that under some circumstances class action litigation can act as a shadow mechanism for regulation. To 
assist RAND with the evaluation, a survey of insurance department general counsels was conducted. The general 
counsels completed an evaluation of class action characteristics and ranked each case based on its relative invasiveness 
to regulatory processes. These survey results were then used to inform the study. The study, Insurance Class Actions in 
the United States by Nicholas M. Pace, Stephen J. Carroll, Ingo Vogelsang, and Laura Zakaras, MG-587-ICJ is in 
production now and will be released early next year. It may be obtained at www.rand.org/icj. 

 
5. Discussed whether the Working Group should be continued in 2007. Steve Parton (FL) wondered if the lack of 

compelling evidence from the RAND study that class actions are encroaching on regulatory matters means that the 
Working Group had served its purpose. 

 
 
Consumer Guides Review (C) Working Group 
 
Dec. 11, 2006– San Antonio, TX 
 
1. Discussed its plan to complete review of A Consumer’s Guide to Auto Insurance and A Consumer’s Guide to Home 

Insurance. The current guides were distributed to the Working Group and interested parties. The Working Group and 
interested parties were asked to send written comments and suggestions to Eric Nordman by Jan. 15, 2007. 

 
2. Discussed a suggestion from Alan Seeley (NM) to request that its charge be expanded to develop best practices for states 

to apply when assembling a premium comparison guide for state Web sites. 
 
3. Heard from consumer representatives regarding the importance of developing guides that provide clear, comprehensive 

and useful content for consumers. 
 
4. Heard from a consumer representative regarding consumers’ needs to receive information that helps them arrive at an 

appropriate replacement cost value for their homeowners policy. 
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Crop Insurance (C) Working Group 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. The Working Group will need to prepare a model bulletin for states to use in implementing the Risk Management 

Agency regulation when finalized related to Cooperative Associations and Rebating. 
 
2. The Working Group needs to review the Crop Insurance Handbook for possible updates. 
 
3. Received information from the Risk Management Agency (RMA), United States Department of Agriculture. RMA is 

close to finalizing their regulation for dealing with Cooperative Associations and Rebating. It is expected the final 
version will be available for the 2007 reinsurance year that begins on July 1, 2007. The Working Group will need to 
prepare a model bulletin for states to use in implementing the program. A farm good experience discount is under review 
by RMA and the final version might vary from the pilot program that was developed. RMA is working on a Combo 
Policy. The combo policy will help in efficiencies by simplifying several programs. Many current programs will be 
eliminated but features from the various programs will be available in the combo policy. RMA anticipates the Combo 
Policy to be available for the 2009 crop year. 

 
4. Received information from RMA that they are actively planning for their annual review of approval process for company 

loading to handle items for the 2008 crop year with submissions to be received by April 1, 2007.  
 
5. Discussed the need to review the Crop Insurance Handbook. The Working Group still needs to review the handbook for 

possible updates. 
 
 
Risk Retention (C) Working Group 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Adopted minutes from three interim conference calls. 
 
2. Decided to forward a summary document to the Financial Condition (E) Committee containing the Task Force’s 

discussions of the Part A accreditation standards. 
 
3. Adopted Aug. 17, 2006, Sept. 19, 2006, and Oct. 19, 2006, conference call minutes. 
 
4. Discussed the tenth Part A standard regarding reinsurance ceded. This standard requires adoption of the Credit for 

Reinsurance Model Law and Regulation or substantially similar language. During its discussion, the Task Force came to 
the consensus that many of the significant elements of the standard are applicable to risk retention groups (RRGs). 
However, it was also noted that some of the requirements within the models may not be appropriate for all RRGs. The 
Task Force concluded that for uniformity purposes, some sort of standard should be established. The Task Force agreed 
that further work on and consideration of this issue is warranted, particularly as the Reinsurance (E) Task Force is 
discussing revisions to these models. 

 
5. Decided to forward a document summarizing the Task Force’s consensus discussions of all of the Part A accreditation 

standards noting that the Task Force recognizes there needs to be further discussion regarding the Reinsurance Ceded 
standard. This summary document includes all significant elements required for accreditation purposes and indicates 
whether the Task Force believes that an item is applicable or not to RRGs. The summary document also includes other 
items of note, including issues and recommendations that the Financial Condition (E) Committee may want to refer to 
other task forces or working groups. A report on the consensus of the Task Force will be made to the Financial Condition 
(E) Committee; the Task Force anticipates voting on the Part A consensus items via a conference call in the near future. 
The Task Force will then formally send its Part A consensus items to the Financial Condition (E) Committee and request 
that the document will be exposed and voted on. 

 
6. Discussed a work plan that outlines the order in which the Task Force will handle each of its remaining charges. This 

work plan also includes tentative dates for completion of each of the charges. The Task Force plans to review the 
Liability Risk Retention Act of 1986 and other pieces of federal legislation, studies and reports by discussing the GAO 
Report in March 2007. The Task Force also intends to review the current Part B and Part C accreditation standards by 
June 2007 to determine if they are applicable to RRGs and to see if any additional standards are needed in either of these 
areas. Under the work plan, the Task Force anticipates completing its charges by June 2007. 
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Corporate Governance (C) Subgroup 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Discussed the Proposed Corporate Governance Standards for Risk Retention Groups (RRGs). 
 
2. Heard from the National Risk Retention Association (NRRA) that the Subgroup had cleared up an issue related to the 

definition of an independent director and had addressed a concern related to an outstanding issue related to the Audit 
Committee. 

 
3.  Adopted the Proposed Corporate Governance Standards for Risk Retention Groups, as amended. 
 
4. Heard a report from Derick White (VT) on his investigation of ownership requirements for RRGs. He told the Subgroup 

that he reviewed several sources, including Congressional Committee reports. He concluded that there is no need to 
separately define ownership because it is adequately covered in Corporate Governance Standards for Risk Retention 
Groups. Mr. White volunteered to provide written documentation of his findings. 

 
5. Heard from Larry Cluff, GAO regarding Mr. Cluff’s perspective on the subgroup’s work on ownership. Mr. Cluff 

believed that the control discussion did not address the notion that a risk retention group policyholder is also an owner of 
the risk retention group in its capacity as an insurer. 

 
6. Adopted the Proposed Corporate Governance Standards for Risk Retention Groups, as amended. 
 
7. The Subgroup recommended that they be discharged as they had completed their assignments. 
 
 
Terrorism Insurance Issues (C) Working Group 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Heard a report from Howard Leiken, United States Treasury Department, on the activities of the Terrorism Risk 

Insurance Program (TRIP). Mr. Leiken advised that testing of the TRIP claims facility has been completed, including 
some live tests with insurers and Paragon, their contractor. 

 
2. Discussed findings from the report of the president’s working group. The report evaluated the market conditions for 

private offering of coverage for acts of terrorism. 
 
3. Discussed how changes in Washington, DC might make it more likely that a federal backstop for acts of terrorism would 

be enacted. 
 
4. Discussed a proposal from the Real Estate Roundtable that suggests the creation of a mechanism like the UK’s PoolRe 

for the USA. 
 
 
Title Insurance Issues (C) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Heard a report from Bob Scherer, The Rockridge Group, Ltd., indicating that the three individual studies concerning the 

Florida title insurance market reflect a lack of understanding on the date used in the respective analysis. The low loss 
ratio of the title industry is not an indication of excess profitability and that state-to-state comparisons of premiums and 
related title service charges are seriously flawed. 

 
2. Heard a report from Bruce Strombom, Analysis Group, Inc., stating that the three studies commissioned by the Florida 

Office of Insurance Regulation (FOIR) provided no credible basis for conclusions on price comparisons because they are 
based on invalid data, assumptions, and statistical methodologies, providing no basis for their claim that Florida title 
insurance prices are above those in other states. The conclusions on industry concentration are asserted, without any 
analysis or evidence provided to support the claim that high concentration leads to lower competition, lower efficiency, 
or has resulted in collusion or monopoly in the title insurance industry in the U.S. or Florida.  
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3. Heard a report stating that although the FOIR Studies assert that there is only limited competition in Florida’s market for 
title insurance, those studies provide no real evidence in support of that claim. Those studies also fail to show any 
linkage between concentration and their claims that Florida’s title insurance premiums are excessive. Mr. Vistnes’ 
analysis shows that Florida’s title insurance markets can support significant competition among title insurance rivals. 
Thus, regardless of whether or not title insurance rates are actually higher in Florida than in many other states, there is no 
basis to believe that this can be attributed to high concentration or limited competition. The fact that there has been no 
significant entry over time, however, despite the ease with which such entry could have occurred, strongly suggests that 
rates are not excessive.  

 
 
Uninsured Motorists (C) Working Group 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Adopted with revisions the Standards for Monitoring Compulsory Auto Insurance and Financial Responsibility Laws. 
 
2. Adopted a recommendation requesting the Property and Casualty Insurance (C) Committee to discharge the Working 

Group as their charge has been successfully completed. 
 
3. Received additional comments on the proposed Standards for Monitoring Compulsory Auto Insurance and Financial 

Responsibility Laws. The Working Group adopted with revisions the Standards for Monitoring Compulsory Auto 
Insurance and Financial Responsibility Laws which will be presented to the Property and Casualty Insurance (C) 
Committee. Various trade organizations indicated their support for the standards. 

 
4. Discussed the need in promulgating a model law and regulation related to the adopted Standards for Monitoring 

Compulsory Auto Insurance and Financial Responsibility Laws. The Working Group decided that it was unnecessary to 
promulgate any models at this time. 

 
 
Casualty Actuarial (C) Task Force 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Adopted the Oct. 17 and Nov. 14, interim conference call minutes, which included adoption of the Regulatory Guidance 

on the Property and Casualty Statements of Actuarial Opinion for the Year 2006, the Regulatory Guidance on the 
Property and Casualty Actuarial Opinion Summary for the Year 2006, and a Blanks proposal to modify Schedule P 
Interrogatory 1 related to Medical Malpractice “pre-paid” Extended Reporting Endorsements. 

 
2. Established a conference call schedule for 2007. 
 
3. Received reports by numerous subgroups of the Task Force.  
 

a) The Actuarial Opinion Symposium (C) Subgroup will begin active work in the Spring. They will focus on 
presentations at the Casualty Actuarial Society’s Casualty Loss Reserve Seminar and the NAIC’s Financial Summit. 

 
b) The Intercompany Pooling Subgroup is working with the Statutory Accounting Principles (E) Working Group 

concerning 0% pooling. They will discuss modifications to statutory accounting guidance and to the instructions for 
the Statement of Actuarial Opinion. 

 
c) The International Subgroup will be discussing which international solvency paper(s) to review over the next few 

months, with potential comment from the Task Force. There will be many papers to choose from since activity has 
increased significantly. There are some guidance papers being developed by the International Association of 
Insurance Supervisors (IAIS) Solvency Subcommittee. The International Actuarial Association (IAA) will be 
releasing a new draft on risk margins and current estimates. 

 
d) The Workers Compensation Large Deductible (C) Subgroup presented a revised working document for a proposal 

for large deductible financial reporting. Comments are requested by Jan. 15 and the Task Force will discuss the 
potential Blanks proposal on the February conference call. 
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4. Adopted a letter via e-mail (prior to the meeting) to the Risk Assessment (E) Working Group about the potential 
property/casualty actuary’s role in the risk-focused surveillance process. The Task Force will have a conference call with 
the Working Group in January to discuss. The Subgroup will also be working on developing training material requested 
by the Risk Implementation (E) Subgroup of the Risk Assessment (E) Working Group.   

 
5. Discussed principles-based reserving activities, with in-depth discussion of the peer reviewer concept. 
 
6. Received a report from the Profitability Report (C) Working Group that due to NAIC staff turnover, the group is 

significantly behind schedule. 
 
7. Received reports from NAIC staff and the American Academy of Actuaries (AAA), with overviews of the AAA’s 

reinsurance risk transfer activities and anticipated AAA’s Issue Brief on Reserve Ranges. 
 
8. Adopted the interim conference call minutes from the Oct. 17 and Nov. 14 conference calls. 
 
9.    The Task Force adopted a letter via e-mail vote prior to the meeting to the Risk Assessment (E) Working Group about 

the potential property/casualty actuary’s role in the risk-focused surveillance process.  
 
Sept.11, 2006 – St. Louis, MO 
 
1. Adopted June 26, July 11, and Aug. 8 interim conference call minutes. 
 
2. Adopted the 2007 Task Force Charges. 
 
 
Statistical Information (C) Task Force 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Heard a presentation from Larry Smarr, Physician Insurers Association of America (PIAA) on the PIAA Data Sharing 

Project. Under the project, the PIAA has collected information on 12,000 claims and suits annually resulting in the 
collection of over 230,000 records since 1985. Mr. Smarr discussed data elements collected on medical liability claims, 
both open and closed. He also provided the Task Force with the types of output and displayed several charts and graphs 
to show how the output can be reported in a useful way.  

 
2. Discussed a draft Medical Malpractice Closed Claim Reporting Model Law. Lee Barclay (WA) provided explanations of 

his thought process as he drafted the model. Written comments from Robert Spitzer (NJ) were received by the Task 
Force. Preliminary comments were received from several interested parties. Chair Rae Taylor (OR) asked that written 
comments on the draft model be submitted by Jan. 15, 2007. Mr. Barclay and Brent Kabler (MO) provided information 
related to drafting regulations for Medical Malpractice Claim Reporting Model Laws. 

 
3. Discussed a concern surfaced by Janice Moskowitz (NV) related to reporting of information on medical malpractice 

policies effective prior to Jan. 1, 1976 on Supplement A to Schedule T of the Property Annual Statement. The Task 
Force concluded that a Blanks proposal might be warranted. 

 
Sept. 11, 2006 – St. Louis, MO 
 
1. Heard an update on progress toward delivering the Auto Database Report. The task force learned that all of the data has 

been received from the statistical agents and the states. It is undergoing the final review steps and will be sent to the data 
providers and the task force for final review shortly. 

 
2. Discussed progress on narrowing the questions that being considered to identify what data or information needs to be 

collected to address public policy issues related to medical liability insurance. Interested parties suggested reaching out 
to them for assistance in identifying information sources. 

 
3. Considered proposed charges for 2007 and scheduled a conference call to finish work on them. 
 
4. Agreed to listen to a presentation at the 2006 NAIC Winter National Meeting from the Physicians Insurers Association 

of America on the information it collects from its members. 
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Surplus Lines (C) Task Force 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Established one set of compliance requirements for all multi-state surplus lines risks by which all compacting states 

jointly regulate the transaction. 
 
2. Established a clearing house where all multi-state surplus line risks would be filed and recorded, thereby eliminating all 

separate filing requirements by such compacting states. 
 
3. Established a mechanism by which each compacting state would receive its fair share of taxes for the portion of the risk 

located in the state as determined by one set of uniform tax allocation formulas. 
 
Sept. 9, 2006 – St. Louis, MO 
 
1. Received a report from the Surplus Lines Financial Analysis (C) Working Group on the previous quarter’s addition of 

insurers to the Quarterly Listing of Alien Insurers.  
 
2. Adopted a motion instructing the International Insurers Department to adopt the UCAA biographical affidavit.  
 
 
Workers’ Compensation (C) Task Force 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Adopted a motion to expose for comments within 60 days the Workers’ Compensation Coverage for Professional 

Employer Organization Arrangements Model Regulation. 
 
2. Adopted the recommendation of the NCCI Oversight (C) Working Group to discharge the group as their charge has been 

successfully completed. 
 

3. Received a report from the Large Deductible Study Implementation (C) Working Group. The Working Group updated 
the Task Force of progress made in its development of both the draft Third Party Administrator Model Act and the draft 
“Guidelines for the Filing of Workers’ Compensation Large Deductible Policies and Programs.” The draft Third Party 
Administrator Model Act is a revision of the current NAIC Third Party Administrator Model Act to include workers’ 
compensation. The draft guidelines (applicable only to form filings) are designed to provide states with suggested 
approval guidelines for large deductible policies and programs.  

 
4. Received a report from the NAIC/IAIABC Joint (C) Working Group. The Working Group continues to assist with 

development through the International Association of Industrial Accident Boards and Commissions (IAIABC) a draft 
Workers’ Compensation Independent Contractor Paper. The Working Group also has been working through the IAIABC 
on state model regulations pertaining to workers’ compensation cross-border and claims issues. The Working Group 
additionally reported that it has been receiving quarterly updates from both the NAIC Large Deductible Study 
Implementation (C) Task Force and from the NAIC Professional Employer Organization Model Law (C) Working 
Group. 

 
5. Received a report from the Professional Employer Organization Model Law (C) Working Group.  The Working Group 

has completed their draft “Workers’ Compensation Coverage for Professional Employer Organization Arrangements 
Model Regulation.” The purpose of the draft model regulation is to ensure that professional employer organizations 
(PEOs) and their clients properly obtain workers’ compensation insurance coverage for all of their employees and that 
the premium paid is commensurate with the anticipated claims experience. The scope of this regulation is limited to 
issues related to workers’ compensation insurance and does not therefore provide a comprehensive regulatory framework 
for the PEO industry. Comments on the draft may be submitted within 60 days. It is anticipated the model will be 
finished at the 2007 NAIC Spring National Meeting. 

 
6. Received a report from the NCCI Oversight (C) Working Group. The Working Group has concluded its charge related to 

the compilation and tracking of the various states’ resolutions to the multiple and excluded exposures issue at NCCI. 
NCCI has implemented a number of reforms to prevent future occurrence of a similar problem. All recommendations 
have satisfactorily been addressed or will be monitored in the future including a market conduct examination to be 
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conducted in 2010 on some of the recommendations and to continue monitoring of NCCI. The Task Force agreed with 
the Working Groups recommendation that they be discharged since their charge has been concluded successfully. 

 
Sept. 12, 2006 – St. Louis, MO 
 
1.   Received the State of the Line annual update from the National Council on Compensation Insurance (NCCI). The 

advisory organization presented a preliminary 2005 private carrier workers’ compensation calendar combined ratio of 
102% and a preliminary 2005 private carrier workers’ compensation accident year combined ratio of 90%. It was noted 
that workers’ compensation claims frequency continues to decline and that indemnity severity is moderating.   

 
2.  Received a report from the Professional Employer Organization Model Law (C) Working Group. The Working Group 

discussed its Sept. 5, 2006 Model Regulation draft. Among issues identified in need of redrafting were those of “split 
workforce” and “client fee arrangements.” It was explained that the draft would be revised by the end of this month for 
discussion via conference call in October.  

 
3. Received a report from the Large Deductibles Study Implementation (C) Working Group.  It was explained that the 

Working Group met Sept. 10, 2006 in joint session with the Producer Licensing (D) Working Group to discuss possible 
changes to the NAIC Third Party Administrator Statute. Among the proposed charges, adding workers’ compensation to 
the act was the most important.  

 
4. Received a report from the NAIC/IAIABC Joint (C) Working Group. It was announced that the Working Group, which 

did not meet during the NAIC Fall National Meeting, would meet Sept. 26, 2006 in Little Rock, Arkansas to discuss 
independent contractor and cross-border claims issues. It was further noted that during the Arkansas meeting, the draft 
Third Party Administrator Statute would be presented for discussion.    

 
5. Received a report from the NCCI Oversight (C) Working Group, noting details provided by this Working Group were 

reserved for the Task Force executive session.   
 
6. Received a report from the Settlement Review (C) Working Group, noting details provided by this Working Group were 

reserved for the Task Force executive session.  
 
 
MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Received testimony on how regulators should utilize matched-pair testing to determine if discrimination exists and 

examples of disparate impact redlining, which includes the use of credit scoring, education, employment for 
underwriting and rating. 

 
2. Received testimony regarding the Home Mortgage Disclosure Act and how the lessons learned from the development 

and enforcement of this Act could be used to create more effective insurance regulation. 
 
3. Received recommendations that the NAIC should evaluate the impact of new risk classifications, evaluate the impact of 

third-party claims settlement computer models, revise the Market Conduct Surveillance Model Act, expand the scope of 
the Market Conduct Annual Statement, add new market analysis tools to the Market Regulation Handbook and develop 
market regulation accreditation standards. 

 
4. Received testimony that a record number of autos and homes are insured for record high values and that the auto residual 

markets are down to 1.4% of the total national auto market. 
 
5. Received testimony that risk classification has improved accuracy and fairness in rating and underwriting. This, in turn, 

has increased the availability and affordability of insurance. 
 
Sept. 11-12, 2006 – St. Louis, MO 
 
1. Adopted the Unauthorized Transaction of Insurance Criminal Model Act.  
 
2. Adopted the Market Conduct Annual Statement timeline and procedures. 
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3. Adopted the Market Analysis (D) Working Group Procedures and Participation Guidelines. 
 
4. Adopted Investigations Standards and the addition of Accident and Health Designations to the Resources Core 

Competency. 
 
5. Adopted Level 1 Analysis Enhancements. 
 
6. Adopted its 2007 charges.   
 
 
Complaint Handling and Reporting Standards (D) Working Group  
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Adopted the interim meeting minutes of Nov. 16, 2006. 
 
2. Discussed the consolidation of complaint disposition codes. This discussion focused on how the disposition codes and 

reason code descriptions were compiled on recent complaint reasons form. The Working Group reviewed the comments 
available on the complaint coding framework. The Working Group requested all comments on the current proposal for 
the disposition codes reason code descriptions be submitted by Jan. 19, 2006. The Working Group will then have a 
conference call in the month of February. 

 
3. Reviewed the Complaint Handling Standards presented by the Uniformity (D) Working Group. These standards set forth 

that state insurance departments should have standards for investigating complaints, responding to complainants, 
referring law violations for administrative actions and reporting complaint patterns and trends to the market analysis 
chief. The Working Group agreed to review open items to the core competency standards and report back to the 
Uniformity (D) Working Group. 

 
4. Discussed other 2006 issues which need additional work. These issues include the following: 
 

a) Develop a disciplined process to review Complaint Data System (CDS) after completion of the current review. 
 
b) Provide insight into the needs of State Insurance Department Consumer Services/Complaint Investigation operations 

to provide guidance to the NAIC on existing programs that can be enhanced, existing programs that no longer 
provide value and new programs that should be developed to assist in the professional development of complaint 
handlers at the insurance departments and foster greater uniformity in complaint handling between consumers, 
insurance departments and companies.   

 
c) Encourage email or electronic communication or systems development to create speed and efficiency in 

communications between insurance departments and regulated parties that result in better service to constituents and 
customers. 

 
d) Verification process for two aspects of complaints. 1) Insure each DOI completely participates in CDS submitting 

all closed complaints. All complaints should be submitted to allow accurate analysis; 2) Since complaints that 
represent regulated party conduct considered contrary to law, regulation, equity or public policy are used in 
developing a continuum of DOI activity for intervention against that regulated party, the final conclusions made by 
the DOI should be communicated to the regulated party and reconciled before final submission to the CDS.  

 
e) Establish a standard for certain specific types of complaints and complaint handling methods that show wide 

disparity in the current handling from state to state. i.e. prompt pay, rapid resolution programs, multiple complaints 
in one consumer contact. 

 
f) Definition of inquiry—the purpose is to give clarity to the definition of a complaint; to move from the defacto 

definition which is simply consumer contact not included in complaints. Do we need to define a third category of 
referral, if a referral within the DOI is it still a complaint or inquiry?  
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Market Analysis (D) Working Group 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Developed and adopted Market Analysis (D) Working Group (MAWG) Procedures. 
 
2. Developed and adopted MAWG Participation Guidelines. 
 
3. Developed and adopted MAWG Referral Form. 
 
4. Developed, evaluated, and analyzed customized reports to identify potential companies, and appointed a Subgroup to 

review reports. 
 
5. Defined and assigned the role of MAWG coordinators. 
 
6. Appointed MAWG alternates for each MAWG member. 
 
7. Through the hard work and efforts of various involved states, a 48 state/territory settlement was reached with a company, 

whose target audience was primarily entry level military service members, and a Memorandum of Understanding (MOU) 
agreement was signed with the Department of Defense (DoD). 

 
8. Another examination involving military sales resulted in a multistate settlement with a company, culminating in a 

substantial amount of refunds to customers. 
 
9. Another success of the group occurred when a multi-state examination was avoided, due to California’s negotiation 

efforts. California was able to request that the company fix all issues previously identified in their exam, in all territories, 
and the company agreed to the request. 

 
10. A multistate examination settlement, which included administrative penalties and required payment of back taxes for free 

Accidental Death and Dismemberment policies, was issued to consumers. 
 
11. A multi-state remediation effort is in process, for which consumers in nearly every jurisdiction will likely receive 

premium refunds that were owed, but had not been forwarded to consumers. The lead examination state is working 
closely with the state of domicile and will provide information to all jurisdictions via MAWG. The lead state and state of 
domicile will also determine what additional information is desired by the other jurisdictions and coordinate that request. 

 
12. MAWG continues coordination of a multistate settlement agreement, entered into prior to the beginning of 2006, 

involving a very large claim redetermination and remediation process that is still underway. 
 
13. MAWG also continues to monitor two companies where multistate examinations were avoided and no further action was 

required. 
 
14. Several instances of self-reporting by insurers to state departments of insurance, for coordination reasons, have been 

noted. 
 
15. Various other projects and situations involving monitoring of companies and scheduling meetings with companies are 

ongoing and active. 
 
 
Market Analysis Priorities (D) Working Group 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Voted to adopt the Market Analysis Framework. 
 
2. Received a report from the Market Analysis Research and Development (D) Subgroup (MARD). MARD submitted its 

proposal for three new macro analysis tools. The Working Group will submit MARD’s proposed macro analysis tools to 
the D Committee for comment. In addition, MARD submitted its recommendation for evaluation of the Market Analysis 
Prioritization Tool.   
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3. Discussed Market Analysis state training sessions such as the one held in Virginia in October. The Working Group 
encouraged states to host similar Market Analysis training sessions.  

 
4. Discussed the timetable for Level 1 enhancements and Level 2 automation.  
 
 
Market Conduct Annual Statement (D) Working Group 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Adopted a uniform Market Conduct Annual Statement call letter to be used by all participating states for the collection of 

market conduct data. The letter contained a $50,000 per state, per line of business threshold.  
 
2. Discussed Working Group member concerns over the lack of data quality provided by some of the reporting companies 

and the possibility of requiring certification of Market Conduct Annual Statement data. A new subgroup was formed to 
address the data element clarifications.   

 
3. Asked the NAIC staff to assume responsibility for mailing the call letters for the collection of the 2005 market conduct 

data. On Dec. 4, the NAIC mailed over 1,400 letters to both Property/Casualty and Life/Annuity Companies. The letters, 
which were sent on NAIC letterhead and signed by the participating states, indicated they were being sent under the 
auspices of the Market Conduct Annual Statement (D) Working Group. The letters were sent to each company’s 
president or chief executive office. An electronic copy of the letter was also sent to all companies who entered contact 
information through the NAIC Web site. 

 
 
Market Data Review (D) Working Group 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Is charged with reviewing and assessing all market-related data currently collected by states to determine what 

duplications and gaps exist and to make a recommendation on methods to eliminate duplicate data collection and to 
collect additional data, where needed, in a centralized, coordinated basis. 

 
2. Sent a survey to all commissioners in May 2006. Asked each commissioner to provide information on all non-financial 

data calls and surveys that are collected routinely (not one time only) as well as any financial data calls that are not a part 
of the financial annual or quarterly statements for private passenger auto, homeowners, life and annuities.  

 
3. Drafted a report which summarized the survey findings and provided recommendations for additional action to be taken 

in 2007 in order to fulfill the charges of the Working Group. The report was distributed to Working Group members and 
interested parties for comment. A copy of the report is respectively submitted to the D Committee with this summary. 

 
 
Market Information Systems (MIS) Participation (D) Subgroup 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Met with the goal of determining and analyzing how to full participation can be monitored in all the NAIC MIS Systems 

(e.g. CDS, RIRS, ETS, and SAD).  
 
2. Met with the goal of creating revised Uniform Regulation Through Technology (URTT) recommendations that will 

benefit the market analysis process and assist with monitoring compliance.    
 
3. Prepared a confidential report for D Committee members which outlines recommendations for monitoring full 

participation in the NAIC’s MIS Systems.  
 
4. Prepared a confidential report for D Committee members outlining revised recommendations for URTT standards.    
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Market Regulation Handbook (D) Working Group 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Adopted the new Chapter 14-Sampling of the Market Regulation Handbook as edited during the Working Group’s 

discussion. 
 
2. Adopted the revised Chapter 16-General Examination Standards of the Market Regulation Handbook. 
 
3. Adopted the new Chapter 19-Conducting the Life and Annuity Examination of the Market Regulation Handbook, as 

edited during the Working Group’s discussion. 
 
4. Voted to adopt the new Credit Life and Accident and Health Standardized Data Call. 
 
5. Voted to adopt the new Chapter 14-Sampling of the Market Regulation Handbook as edited during the Working Group’s 

discussion.  
 
6. Voted to adopt the revised Chapter 16-General Examination Standards of the Market Regulation Handbook. 
 
7. Voted to table revisions to Chapter 18-Conducting the Title Insurance Company and Title Insurance Agent Examination 

and New Title Insurance Checklist until 2007. 
 
8. Voted to adopt the new Chapter 19-Conducting the Life and Annuity Examination of the Market Regulation Handbook, 

as edited during the Working Group’s discussion. Voted to table the revision to Standards 9 and 10 of this chapter. 
 
9. Voted to table the adoption of the revised Property/Casualty Commercial Lines and Individual Master Standardized Data 

Call until 2007. 
 
10. Voted to adopt the new Credit Life and Accident and Health Standardized Data Call. 
 
 
Producer Licensing (D) Working Group 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Adopted the Nov. 5, 2006, interim meeting minutes. 
 
2. Reviewed the state issuance of the model flood bulletin. The Working Group recognized that the Federal Emergency 

Management Agency’s (FEMA) training course has not been completed. FEMA acknowledged their support for all 
states to move forward with approving the course for Continuing Education (CE). The Working Group was reminded to 
complete the survey regarding the state issuance of the flood bulletin.  

 
3. Received a report from the Uniformity Standards (D) Subgroup.  The Subgroup reported the uniformity survey is being 

completed and encouraged all states to complete the survey by Jan. 26, 2007. 
 
4. Received a report from the Continuing Education (D) Subgroup.  The Subgroup reported there will be a Webinar in early 

2007 to educate states about the NAIC’s Continuing Education Reciprocity process. In addition, the subgroup reported 
there will be some restructuring to parts of the CER form to help with understanding and usage. States were encouraged 
to keep using the CER form. 

 
5. Briefly discussed surplus lines issues and the creation of a surplus lines subgroup by the Society of Licensing 

Administrators (SILA). More information will be available at the 2006 NAIC Spring National Meeting.  
 
6. The Independent Adjuster Model Act (D) Subgroup met on Dec. 10, 2006.  The subgroup discussed the Independent 

Adjuster Model Act, reviewing all sections. All comments on the draft are to be submitted by Jan. 26, 2007. The 
subgroup will have a conference call at the end of January after the comments have been compiled. 

 
7. Discussed reciprocity issues for Canadian producers and how to move forward with licensing reciprocity with Canada 

and other countries. 
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8. Discussed the address change request project and issues surrounding the potential lack of review of data in the 
Regulatory Information Retrieval System (RIRS) and Special Activities Database (SAD) during the licensing process. 

 
 
Uniformity (D) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Adopted the minutes of the Uniformity (D) Working Group meeting on Nov. 13, 2006. 
 
2. Adopted revisions to the Procedures of Proposed Amendments to Adopted Core Competencies document.  
 
3. Received a report from the chair regarding aggregate results of the core competencies survey. The survey provided a 

“snapshot” of states’ compliance with the core competencies adopted at the NAIC 2005 Winter National Meeting. Forty-
nine jurisdictions responded to the survey. Aggregate responses to the survey are being forwarded to the D Committee. 

 
4. Deferred consideration of the Consumer Complaint Handling Core Competency Standards in 2007, when the outcome of 

the 2006 tasks of the Complaint Handling and Reporting Standards (D) Working Group can be incorporated into the 
standards.  

 
5. Deferred consideration of the Desk Audits Core Competency Standards until 2007, when a definition of desk audit and 

desk examination can be developed and incorporated into the standards. Comments on the standards were requested to be 
provided by early January for further consideration by the Working Group.  

 
6. Deferred consideration of the Interrogatories Core Competency Standards until 2007, when issues regarding 

prioritization of interrogatories can be discussed in further detail. Comments on the standards were requested to be 
provided by early January for further consideration by the Working Group.  

 
7. Discussed proposed revisions submitted by America’s Health Insurance Plans (AHIP) to a draft document setting forth 

formal procedures of revision to adopted core competencies/standards. The Working Group reviewed and voted to adopt 
AHIP’s revisions and forward to the (D) Committee.  

 
8. Discussed future additions and revisions to the adopted Core Competencies. Possible items included defining the role of 

market analysis chiefs and collaborative actions designees and defining the role of contract examiners.  
 
9. Received an update from the chair regarding the review of salary and expense reimbursement rates. This task was not 

pursued in 2006, per the direction of the D Committee. This issue will be deferred to 2007. 
 
 
Antifraud (D) Task Force 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. The Antifraud (D) Task Force met on Dec. 10, 2006, and received reports from its working Groups. The Task Force also 

received a presentation on I-SITE databases including StateNet, Special Activities Database (SAD), Regulatory 
Information Retrieval System (RIRS), Personalized Information Capture System (PICS) and the NAIC Online Fraud 
Reporting System (OFRS) from Alan Haskins, NAIC Antifraud Coordinator.  

 
2.  Introduced the NAIC Automobile Insurance Fraud Model Act.   
 
 
Federal and International Enforcement Coordination (D) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Received an update on International Association of Insurance Supervisors (IAIS) Insurance Fraud Subcommittee and the 

International Association of Insurance Fraud Agencies (IAIFA) activities. IAIFA has scheduled their 2007 Annual 
Meeting Sept. 4-6 in Barbados. IAIS Insurance Fraud Subcommittee met Oct. 16, 2006, and adopted their guidance 
paper on preventing, detecting and remedying fraud in insurance during the general IAIS meeting Oct. 21, 2006. 

© 2006 National Association of Insurance Commissioners          22



Commissioner Koken, representing the NAIC (USA) at the IAIS Insurance Fraud Subcommittee meeting announced that 
the NAIC adopted the Guidelines for International Antifraud Enforcement Cooperation during the 2006 NAIC Spring 
National Meeting. Mr. Ridgeway announced that the NAIC will be hosting the 14th Annual IAIS Conference in Fort 
Lauderdale, FL Oct. 16-19, 2007. 

 
2. Discussed the Guidelines for State Insurance Regulators to the Violent Crime Control and Law Enforcement Act of 1994 

10 United States Code Section 1033 and 1034 (Guideline for 1033/1034).  
 
 
Antifraud Liaison (D) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Introduced the NAIC Automobile Insurance Fraud Model Act. The draft will be posted on the NAIC Antifraud Task 

Force Activity Web site and open for comments. All comments should be sent to Alan Haskins, Antifraud Coordinator.   
 
2. Discussed developing an Antifraud Training Seminar Model with assistance from the Coalitions Against Insurance 

Fraud and National Insurance Crime Bureau (NICB).  
 
3. Received an up date on the industry consolidation effort between the Coalition Against Insurance Fraud, NICB and 

IASIU. The three organizations have agreed to not consolidate at this time, however, agreed to an alliance to address 
specific antifraud issues.  

 
4. Howard Goldblatt, Coalition Against Insurance Fraud, provided the working group with a state legislative update. 
 
5. Judy Fitzgerald, National Insurance Crime Bureau (NICB) provided the working group on update on NICB activities.  
 
 
Antifraud Training and Seminar (D) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Discussed the 2007 NAIC Advanced Fraud Training Seminar to be held July 23-24, 2007, at the Hyatt Regency Islandia 

in San Diego, CA. The Working Group will be soliciting topic ideas and potential speakers and presenters.   
 
 
Database (D) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Discussed developing and method of providing access to life insurance information to law enforcement in an electronic 

exchange of life insurance alerts. 
 
2. Discussed updates to the NAIC Online Fraud Reporting System (OFRS) database search capabilities and allowing 

industry to report suspected fraud referrals by group code as well as company code (co-code).  
 
 
The Producer, Company, Unauthorized Entities and Unlawful Activity (D) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Discussed the planning process for updating the Unauthorized Entities Manual and the additions to the appendices. The 

Working Group distributed the table of contents and agreed to review the entire manual dividing up sections of the 
manual between working group members for review and updating. The Working Group discussed the additions to the 
appendices adding Discount Medical Plans, enforcement forms and examples of C&D orders, bankruptcy settlement, 
preliminary injunction and summary judgment. 

 
2. A conference call will be scheduled after the first of the year to discuss specific state tasks for updated each section of 

the Manual.   

© 2006 National Association of Insurance Commissioners          23



FINANCIAL CONDITION (E) COMMITTEE 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Adopted the report of the Accounting Practices and Procedures (E) Task Force.  
 
2. Adopted the report of the Capital Adequacy (E) Task Force. 
 
3. Adopted the report of the Examination Oversight (E) Task Force. 
 
4. Adopted the report of the Receivership and Insolvency (E) Task Force. This report included adoption of Sections 801 

(Priority of Distribution) and 712 (Administration of Loss Reimbursement Policies, also known as large deductible policies) 
as amendments to the NAIC Insurer Receivership Model Act (IRMA). 

 
5. Adopted the report of the Reinsurance (E) Task Force. This report included: the adoption of the Task Force’s 

recommendation to amend the regulation of reinsurance to focus on broad-based risk and credit criteria and not solely on 
U.S. licensure status; the Reinsurance Evaluation Office (REO) proposal as the basis of a risk-based evaluation process for 
purposes of collateral recalibration and provided for the Financial Condition (E) Committee to refine the proposal no later 
than September 2007; and the request that the Financial Condition (E) Committee consider commercially reasonable means 
for implementing the new regime. 

 
6. Received the report of the Risk Retention Group (E) Task Force. 
 
7. Adopted the report of the Valuation of Securities (E) Task Force, including the “Report on Transparency of the NAIC 

Securities Valuation Office” which contained recommendations for improving the transparency of Securities Valuation 
Office (SVO) operations. 

 
8. Adopted the report of the Disaster Reporting Framework (E) Working Group and released for comment the proposed 

“Disaster Reporting Framework” for a period of 60 days. 
 
9.  Received the report of the Financial Analysis (E) Working Group. 
 
10. Adopted the report of the Financial Examination Modernization (E) Working Group, including the recommendation for the 

group to disband because it had finished its charges. 
 
11. Adopted the report of the Hybrid Risk-Based Capital (E) Working Group, which included the plan from the American 

Academy of Actuaries (AAA) to address its charge from the Working Group to establish a long-term solution for risk-based 
capital charges for hybrid securities. 

 
12. Adopted the report of the International Solvency Initiatives (E) Working Group. 
 
13. Received the report of the NAIC/AICPA (E) Working Group. 
 
14. Adopted the report of the National Treatment and Coordination (E) Working Group. 
 
15. Adopted the report of the Risk Assessment (E) Working Group. 
 
16. Considered a presentation on the multilateral memorandum of understanding from the International Association of Insurance 

Supervisors. 
 
17. Adopted a charge to form a new working group with a charge to update the NAIC Financial Guaranty Insurance Model Act; 

New York will serve as chair.  
 
Sept. 12, 2006 – St. Louis, MO 
 
1. Adopted the report of the Hybrid Risk-Based Capital Working Group. This report included a short-term proposal for the 

2006 financial reporting treatment of hybrid securities.  
 
2. Adopted the report of the Capital Adequacy (E) Task Force.  
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3. Adopted the report of the Valuation of Securities (E) Task Force.  
 
4. Adopted the report of the Accounting Practices and Procedures (E) Task Force.  
 
5. Adopted the report of the Examination Oversight (E) Task Force.  
 
6. Adopted the report of the Receivership and Insolvency (E) Task Force.  
 
7. Adopted the report of the Reinsurance (E) Task Force. 
 
8. Received report of the International Solvency Initiatives (E) Working Group. 
 
9. Adopted the report of the Risk Assessment (E) Working Group. 
 
10. Adopted the report of the NAIC/AICPA (E) Working Group. This report included the adoption of the Implementation 

Guide. 
 
11. Adopted the report of the Financial Examination Modernization (E) Working Group. The Committee also adopted three 

items from this group for referral to the Financial Regulation Standards and Accreditation (F) Committee regarding 
examinations of re-domestic companies, exceptions to the 18-month timeliness requirement and review and reliance on 
another state’s workpapers. 

 
12. Adopted the report of the Disaster Reporting (E) Working Group. 
 
 
Accounting Practices and Procedures (E) Task Force 
 
Dec. 12, 2006 – San Antonio, TX 
 
1. Adopted minutes from its Oct. 4, 2006 interim conference call, including a new disclosure relative to hybrid securities 

that was subsequently adopted by the Financial Condition (E) Committee on Nov. 1, 2006. 
 
2. Received the report of the International Accounting Standards (E) Working Group. 
 
3. Adopted the report of the Emerging Accounting Issues (E) Working Group. 
 
4. Adopted the report of the Statutory Accounting Principles (E) Working Group. 
 
5. Adopted the report of the Blanks (E) Working Group. 
 
6. Received the report of the Property and Casualty Reinsurance (E) Study Group. 
 
7. Adopted a referral from the NAIC/AICPA (E) Working Group to include the implementation guide for the NAIC Model 

Regulation Requiring Annual Audited Financial Report (Model Audit Rule) in the March 2007 Accounting Practices 
and Procedures Manual as an informational appendix. Additional language was added to the prior version of the guide 
to avoid any confusion because the model regulation is not expected to become effective until 2010.  

 
Sept. 12, 2006 – St. Louis, MO 
 
1. Adopted its proposed charges for 2007, including a new charge related to the audit of the finite reinsurance disclosures. 
 
2. Received the report of the International Accounting Standards (E) Working Group, as amended to note that the comment 

letter on the International Accounting Standards Board (IASB)/Financial Accounting Standards Board (FASB) joint 
conceptual framework would be drafted without the participation of the Statutory Accounting Principles (E) Working 
Group. 

 
3. Adopted the report of the Emerging Accounting Issues (E) Working Group. 
 
4. Adopted the report of the Statutory Accounting Principles (E) Working Group. 
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5. Adopted the report of the Blanks (E) Working Group, as amended to change the effective date on 2006-24BWG 
(Government Relations Contact) to annual 2007 from the previously adopted first quarter 2007. 

 
6. Adopted the report of the Property and Casualty Reinsurance (E) Study Group. 
 
7.  The International Accounting Issues (E) Working Group: 

• Received an update on the developments surrounding Phase II of the IASB Insurance Contracts Project. 
• Received a report on the future plans of the International Association of Insurance Supervisors (IAIS) Insurance 

Contracts Subcommittee. 
• Discussed a possible future comment letter on the IASB/ FASB joint conceptual framework.  

 
8. The Emerging Accounting Issues (E) Working Group:  

• Adopted three outstanding tentative consensus positions as final: 
o INT 06-02 (Investments in a Certified Capital Company-CAPCO) to account for investments in 

CAPCOs based on the underlying structure of the security. 
o Amendments to INT 02-21 (Prepaid Adjustment Expenses) to require a claims adjustment expense 

liability to be established on managed care contracts that are not capitated. 
o INT 06-05 (EITF 04-7-Variable Interest Entities) rejected as inconsistent with statutory accounting.  

• Deferred INT 06-06 (EITF 00-12 Stock-Based Compensation of an Equity Method Investee) until the Statutory 
Accounting Principles Working Group has completed its review of FAS 123(R): Share-based Payment. 

• Withdrew INT 06-01 (Sale of Claims Data) at the request of the sponsor, as the conclusion as revised at the 
Summer National Meeting was no longer an interpretation of existing guidance. 

• Exposed the following tentative positions, with a Nov. 13, 2006, comment deadline: 
o Protective Tax Deposits with the IRS to be considered admitted assets if certain criteria is met. 
o Amendments to INT 02-07 (Definition of Other Than Temporary) to adopt only certain aspects of FSP 

115-1 and reject EITF 03-01 and FSP EITF 03-1-1. 
o A document to address EITF 01-2 (Interpretations of APB 29). 

• Rejected four EITFs as not applicable to statutory accounting:  
o EITF 04-5 (Control of a Limited Partnership);  
o EITF 05-5 (Post employment Programs with Specified Features);  
o EITF 05-6 (Amortization Period for Leasehold Improvements); and  
o EITF 05-8 (Income Tax Consequences of Convertible Debt with a Beneficial Conversion Feature). 

 
9. The Statutory Accounting Principles (E) Working Group: 

• Adopted SSAP No. 95 (Nonmonetary Transactions) as modified during the hearing.  
• Adopted nonsubstantive changes to the following: 

o SSAP No. 1 (Disclosure) for supplemental information within the annual audited financial report. 
o SSAP No. 26 (Bonds) to include Class 1 Bond Mutual Funds in the definition of bonds. 
o SSAP Nos. 26, 30, 32 and 43 for disclosure of certain aspects of FSP FAS 115-1 (Other Than 

Temporary Impairments). 
o Issue Paper 99 to reject FSP FAS 19-1 (Well Costs). 

• Deferred action on a proposed appendix to SSAP 88 (Investments in SCAs). The Working Group will hold 
interim conference calls to discuss comments received.  

• Exposed the following, with a Nov. 13, 2006, comment deadline: 
o SSAP No. 62 (P&C Reinsurance) regarding the amortization period in paragraph 51. 
o SSAP No. 62 regarding allocation agreements for multi-cedent reinsurance. 
o SSAP No. 62 regarding limiting the disclosure on finite reinsurance to contracts renewed on or after 

Jan. 1, 1994. 
o SSAP No. 55 (Claims) to expand and move disclosures on extra contractual obligations from INT 03-

17 to the SSAP. 
o Issue Paper 129 (Share-Based Payments) to adopt FAS 123R with modifications. 
o SSAP No. 96 (90-day Rule for Intercompany Transactions). 

• Exposed a Form A submission regarding disclosure on hybrid securities, with a Sept. 29, 2006 comment 
deadline.  

• NAIC staff was directed to draft the following:  
o A revised SSAP No. 22 (Leases) to allow gain recognition on real estate transactions, restricted as a 

special surplus account. 
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o An issue paper to address FIN 48 (Uncertain Tax Positions). The Working Group also invited 
regulators, members of industry and independent accountants to participate in the work to address this 
complex guidance.  

o A response to the Casualty Actuarial (C) Task Force on 0% participants in an intercompany pooling 
agreement.  

• Referred Form A submissions on proposed changes to SSAP No. 61 and Appendix A-791 (both on life and 
health reinsurance) to the Life and Health Actuarial Task Force.  

• Referred a Form A submission on investment accounting on life settlement contracts to the Valuation of 
Securities Task Force to comment on marketability and the preferred method of accounting for life settlement 
investments.  

• Requested a new charge be added for 2007 to receive presentations by September 2007 regarding auditing 
aspects of the finite reinsurance disclosures.  

• Received reports from the Bail Bonds (E) Subgroup, International Statutory Accounting Principles (E) 
Subgroup and activities within the Property and Casualty Reinsurance (E) Study Group.  

• Received an update on expected new U.S. GAAP accounting pronouncements, including expected finalization 
of statements on fair value measurements, the fair value option and pension accounting.  

• Discussed the addition of Appendix G of the Accounting Practices and Procedures Manual to be an 
implementation guide for the Model Audit Rule. 

 
10. The Blanks (E) Working Group: 

• Adopted 15 previously exposed proposals, including a proposal to add a government relations contact to the 
Jurat page and a proposal to require a new quarterly supplemental schedule for Medicare Part D business. 

• Referred a proposal dealing with revised Long Term Care Experience Reporting Forms back to the Accident & 
Health Working Group of the Life and Health Actuarial Task Force, along with comments received on the 
proposal. 

• Deferred action on one proposal and carried forward four proposals to the 2006 Winter National Meeting. 
• Received six new items for comment to be considered at the 2006 Winter National Meeting, including modified 

instructions for the finite reinsurance disclosure adopted in 2005. The comment deadline on these proposals is 
Nov. 9, 2006. 

  
11.  The Property and Casualty Reinsurance (E) Study Group: 

• Adopted minutes from its Aug. 17, 2006, conference call.  
• Agreed with a blanks proposal drafted by interested parties that suggests certain changes for the finite 

reinsurance disclosure that was adopted in 2005. Included in this proposal is a 5% materiality threshold for 
interrogatories 9.1 and 9.2.  

• Referred the following Form A submissions to the Statutory Accounting Principles (E) Working Group: 
o A proposed amendment to paragraph 72 of SSAP No. 62 to limit the audit requirements of the new 

finite reinsurance disclosure to contracts entered into, renewed or amended on or after Jan. 1, 1994. 
This amendment would only affect the disclosures in the statutory audit not those required in the 
Annual Statement. 

o A proposed amendment to SSAP No. 62, and a regulator comment, concerning multiple-cedant 
reinsurance agreements. 

o A proposed amendment to paragraph 51 of SSAP No. 62 concerning the amortization period of any 
excess commissions received over anticipated acquisition costs. 

• Distributed a comment letter that was submitted from the Study Group to the FASB concerning their invitation 
to comment on bifurcation of insurance and reinsurance contracts.   

 
 
Capital Adequacy (E) Task Force 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Adopted the minutes of the Task Forces’ Sept. 28, 2006, conference call which included the release for comment of a 

governance model act and a governance regulation.  
 
2. Adopted the report of the Life Risk-Based Capital (E) Working Group, which included the adoption of 2007 life RBC 

blanks changes for C-3. A report from the American Academy of Actuaries on C-3 Phase III was released for comment. 
 

© 2006 National Association of Insurance Commissioners          27



3. Adopted the report of the Property Risk-Based Capital (E) Working Group Report which included a conceptual 
framework for a quantitative and qualitative catastrophe risk RBC charges.  

 
4. Adopted the report of the Health Risk-Based Capital (E) Working Group which included the decision to discontinue 

review of changes to the expense factors. 
 
5. Received a report from the C-3 Phase II Results (E) Subgroup regarding their review of C-3 Phase II results for five 

companies. 
 
6. Referred a letter regarding bail bonds to the Statutory Accounting Principles (E) Working Group. 
 
7. Accepted a referral from the Blanks (E) Working Group for an annual statement blanks proposal regarding securities 

lending and agreed to address the issue. 
 
Sept. 10, 2006 – St. Louis, MO 
 
1.  Adopted model review forms for the two RBC model acts.  
 
2. Adopted the Life RBC (E) Working Group report, which included adoption of the 2006 Life RBC Overview and 

Instructions.  
 
3. Adopted the Property RBC (E) Working Group report, which included adoption of the 2006 Life RBC Overview and 

Instructions.  
 
4. Adopted the Health RBC (E) Working Group report, which included adoption of the 2006 Life RBC Overview and 

Instructions.  
 
5.  Adopted the 2007 Task Force charges. 
 
 
Examination Oversight (E) Task Force 
 
Dec. 11, 2006–San Antonio, TX 
 
1. Adopted the report of the Analyst Team System (E) Working Group.  
 
2. Adopted the report of the Financial Analysis Handbook (E) Working Group. 
 
3. Adopted the report of the Financial Examiners Handbook (E) Technical Group. 
 
4. Agreed to recommend to the Financial Condition (E) Committee that an additional 2007 charge be given to the Financial 

Examiners Handbook (E) Technical Group to develop Handbook guidance relating to compliance issues with the U.S. 
Treasury Department’s Office of Foreign Asset Control. 

 
 
Sept. 11, 2006 – St. Louis, MO 
 
1.  Adopted the report of the Financial Examiners Handbook (E) Technical Group.  
 
2.  Adopted the report of the Financial Examiners Qualification and Compensation (E) Technical Group. 
 
 
Reinsurance (E) Task Force 
 
Dec. 9 and 11, 2006– San Antonio, TX 
 
1. Received a presentation by interested parties concerning a proposal to amend the letter of credit issuer requirements in 

the NAIC model law and the SVO Purposes and Procedures Manual. The Task Force will establish a subgroup chaired 

© 2006 National Association of Insurance Commissioners          28



by New York with Virginia, Maine and Washington, D.C. participating in order to review the issues and refer back to the 
Task Force with recommendations at some point in the future.  

 
2. Received a presentation on a proposal to create an organization called the Reinsurance Evaluation Office (REO) to rate 

the financial strength of reinsurers doing business in the United States, regardless of the reinsurer’s country of domicile. 
State insurance regulators, through the REO, would establish procedures for the evaluation of the financial strength and 
operating integrity of reinsurers and, based on the outcome of the evaluation, assign a rating (REO-1 through REO-6) to 
each reinsurer. These ratings would affirmed or modified through periodic reviews by the REO. The analysis would 
incorporate insurance financial strength ratings assigned by nationally recognized statistical rating organizations 
(NRSRO’s), operating integrity, business operations, claims paying history, management expertise and overall 
performance of reinsurers in assigning ratings (“credit criteria”). The amount of collateral posted by each reinsurer 
would depend on the rating it receives from the REO. The presentation covered the major issues brought forward from 
interested parties and how the drafting group of the REO addressed those issues. The major issues from interested parties 
included, but were not limited to the need for regulatory change concerning credit for reinsurance, how the proposal 
would devalue a U.S. license, the delegation of authority to the REO, reliance on rating agencies, affiliate transactions, 
diversification of credit risk and the effect of downgrades on reinsurers required to post collateral. The presentation 
stipulated that NRSRO ratings would only be one part of the rating process. The calibration of the rating would also 
include the regulatory regime of the reinsurer.  

 
3. Recommended the NAIC that the regulation of reinsurance procedure be amended to focus on broad based risk and 

credit criteria and not solely on U.S. licensure status. In order to facilitate such a paradigm shift the Reinsurance (E) Task 
Force further recommended that for purposes of collateral recalibration that the REO proposal be a basis of a risk-based 
evaluation process to be further refined by the E Committee no later than September 2007. The Reinsurance (E) Task 
Force further recommended that the E Committee consider commercially reasonable means for the implementation of 
the new regime. Georgia, Alabama, California, District of Columbia, Florida, Illinois, Kentucky, Maine, New 
Hampshire, New York, North Dakota, Pennsylvania, Puerto Rico, Texas, and Virginia voted for the proposal with 
Connecticut, Minnesota, Nevada, Washington, and Wisconsin voting against the proposal.  

 
Sept. 9, 2006 – St. Louis, MO 
 
1. Adopted the minutes and attachments of the July 24-25, 2006, meeting.  
 
2. Adopted the 2007 Task Force charges. 
 
2. Received a presentation by interested parties concerning a proposal to amend the letter of credit issuer requirements in 

the NAIC model law and the Purposes and Procedures Manual of the NAIC Securities Valuation Office.  
 
 
Risk Retention (E) Task Force 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Adopted minutes from conference calls held on Aug. 17, 2006, Sept. 19, 2006, and Oct. 19, 2006. 
 
2. Discussed the tenth Part A standard regarding reinsurance ceded. This standard requires adoption of the Credit for 

Reinsurance Model Law and Regulation or substantially similar language. During its discussion, the Task Force came to 
the consensus that many of the significant elements of the standard are applicable to risk retention groups (RRGs). The 
Task Force agreed that further work on and consideration of this issue is warranted, particularly as the Reinsurance (E) 
Task Force is discussing revisions to these models. 

 
3. Decided to forward a document summarizing the Task Force’s consensus discussions of all of the Part A accreditation 

standards noting that the Task Force recognizes there needs to be further discussion regarding the Reinsurance Ceded 
standard. In the near future, the Task Force will formally send its Part A consensus items to the Financial Condition (E) 
Committee, along with a request that the document be exposed and voted on. 

 
4. Discussed a work plan that outlines the order in which the Task Force will handle each of its remaining charges. This 

work plan also includes tentative dates for completion of each of the charges. Under the work plan, the Task Force 
anticipates completing its charges by June 2007. 
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Sept. 9, 2006 – St. Louis, MO 
 
1. Amended placement of disclosure language in the Risk Retention and Purchasing Group Handbook. 
 
 
Receivership and Insolvency (E) Task Force 
 
Dec. 11, 2006 – San Antonio, TX 
 
1. Approved minutes of interim conference calls. 
 
2. Considered the Arkansas and Delaware proposals to amend Section 712 “Administration of Loss Reimbursement 

Policies” of the Insurer Receivership Model Act (IRMA). The Task Force received oral comments from a dozen 
interested parties, followed by interested regulators and discussion by Task Force members. The Task Force will be 
formally submitting to (E) Committee Section 712 and Section 801 as amendments to IRMA. 

 
3.  Received a presentation on data privacy and security from representative of the National Conference of Insurance 

Guaranty Funds (NCIGF) and directed the Receivership Technology and Administration (E) Working Group to work 
with NCIGF on developing data protection standards for consideration by the Task Force at the next national meeting in 
March. 

 
4. Received reports from the Task Force’s working groups. The Task Force will be issuing the Model Act Revision (E) 

Working Group’s draft of the revised Property and Casualty Insurance Guaranty Association Model Act for a 60-day 
comment period. The Task Force agreed with the Receivership Technology and Administration (E) Working Group that 
in order to better reflect the intent of its 2007 charge, the language of this charge should be revised. 

 
Sept. 12, 2006 – St. Louis, MO 
 
1. Exposed amendments to IRMA Section 801 for a 30-day comment period. The Task Force will consider adoption of 

these amendments during an interim conference call.  
 
2. The Large Deductible (E) Subgroup will present an alternative draft of IRMA Section 712 to the Task Force in an 

interim conference call after posting alternative draft for a 30-day comment period.  
 
3. Consider adoption of the proposed Recommended Accreditation Standards in an interim conference call after posting the 

standards for a 30-day comment period.  
 
4. Prepare a response to the Property/Casualty Lines Subgroup of the Blanks (E) Working Group with respect to the 

reporting of excess workers compensation premiums.  
 
5. The NAIC Staff will contact the states with respect to the availability of funding for the various technology projects.  
 
6. Consider adoption of 2007 Charges in an interim conference call after posting the Charges for a 30-day comment period 
 
 
Receivership Technology and Administration (E) Working Group 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Discussed the Working Group’s charges for 2007 and decided to revise them to better reflect their intent with respect to 

Global Receivership Information Database (GRID) and ClaimNet. 
 
2. Discussed the activities of the Receivership Internet Use (E) Subgroup which recently issued a survey to states to gauge 

the current status of how receiverships make use of the Internet and what minimum standards and recommended best 
practices are being met. The Subgroup is also working on a user-survey to receive feedback directly from users of 
receivership Web sites. This information will be used to see what further improvements or initiatives could be made in 
using Internet-based resources for more efficient and effective administration of receiverships. 
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3. Received a report on the efforts of the NAIC in conjunction with staff from Florida to increase the number of states 
participating in GRID, to correct the accuracy of data contained in GRID, to correct technical glitches, and to identify 
and implement changes in order to increase the efficiency and user-friendliness of the system. Working Group members 
also received a map that showed the current activity of states in entering information into GRID. The Working Group 
discussed the difficulties with gathering information for the older estates and decided it was impractical to require Phase 
II (financial information) for all estates. The Working Group decided that states should continue to enter Phase I data for 
all estates and that Phase II data will only be required for estates that close on or after Jan. 1, 2007. New York 
volunteered to chair a GRID subgroup. The subgroup will work to administer GRID in the future and further define the 
requirements for Phase II. 

 
4. Received an update on ClaimNet, which will be used for the first time for a receivership in Florida beginning in January 

2007. 
 
 
Valuation of Securities (E) Task Force 
 
Dec. 10, 2006 – San Antonio, TX 
 
1. Adopted the minutes of the Nov. 8, 2006, conference call. During the meeting the Task Force adopted a proposal for an 

amendment to the impairment guidance of SSAP No. 43; adopted 2007 charges for the Task Force; adopted the 2007 
SVO research agenda; released for comments a proposal to amend the rules governing the reporting of defaulted 
securities; received and released for comments a referral from the Statutory Accounting Principles (E) Working Group 
on life settlement contracts and a received and released for comments a referral from the Emerging Accounting Issues 
(E) Working Group on INT 06-07 defining the phrase “Other Than Temporary.”   

 
2. Adopted the “Report on Transparency of the NAIC Securities Valuation Office” containing recommendations to the 

Financial Condition (E) Committee on the issue of transparency of SVO operations. The report recommends that the 
SVO: 1) post its determinations on publicly traded securities on the NAIC Web site; 2) permit broker-dealers to directly 
request SVO analysis of new and evolving securities through the Advanced Rating Service—Emerging Investment 
Vehicle (ARS - EIV) submission process; 3) publish research reports that explain in greater detail its methodology for 
classifying securities so that market participants can understand, at least broadly, the factors used in its analysis; 4) 
amend the Purposes and Procedures Manual to clarify issues related to the filing exempt rule and the classification 
process, the right of regulators to request SVO review of filing exempt securities and, if necessary, clarifications as to the 
classification procedure; and 5) reestablish the Invested Asset (E) Working Group as a central forum to study technical 
issues related to new investment vehicles. The Task Force also adopted the minutes of an interim conference call 
meeting held Nov. 28 to discuss transparency issues.  

 
3. Voted to reestablish the Invested Asset (E) Working Group and adopted a charge for 2006 and 2007.  
 
4. Adopted amendments to Part Fourteen of the Purposes and Procedures Manual to clarify that capital and surplus 

debentures not rated by a nationally recognized statistical rating organizations (NRSRO) and those rated by an NRSRO 
at the equivalent of an NAIC 2- 6 designation are: 1) not eligible for filing exemption for NRSRO-rated instruments; 2) 
are reported on Schedule BA and not on Schedule D; and 3) should be filed with the SVO so that the SVO can determine 
the statement factor to be used in the calculation required by SSAP No. 41. The Task Force referred to the Statutory 
Accounting Principles (E) Working Group a recommendation that SSAP No. 41 be amended to reinsert a reference to 
capital debentures deleted during statutory codification.  

 
5. Adopted the minutes of a conference call held on Dec. 5, 2006. During the meeting the Task Force adopted a 

recommendation that the Emerging Accounting Issues (E) Working Group adopt proposed INT 06-07 reorganizing 
statutory guidance on the meaning of “Other Than Temporary Impairment” and adopting new guidance on the definition 
of interest rate changes to clarify that the phrase includes general credit spread widening; i.e., credit spread widening not 
related to the issuer of the security.  

 
6. Adopted the minutes of the Derivatives Market Study (E) Working Group for conference calls held Oct. 12, 2006 and 

Nov. 29, 2006.  
 
7. Voted to receive and release for a 60-day comment period a joint New York and staff proposal that the Task Force 

consider whether the SVO should continue to engage in valuation of securities for statutory purposes and, if so, that the 
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Task Force consider an alternative methodology to replace the current one. The proposal reflects concern that insurance 
companies are not complying with and regulators do not enforce the current valuation procedure conducted by the SVO.   

 
8. Voted to request that the Invested Asset (E) Working Group study a new investment called “Constant Proportion Debt 

Obligations” (CDPOs) and make recommendations as to how CDPOs should be treated in insurer statutory filings.  
 
9. Received and exposed for comments a document that responds to questions from companies on issues related to the 

implementation of the “short-term” risk-based capital solution for hybrid securities.  
 
Sept. 10, 2006 – St. Louis, MO 
 
1. Adopted a motion to expose for 30 days NAIC staff proposals pertaining to surplus and capital notes.  
 
2. Adopted a motion to adopt an amendment to the Purposes and Procedures Manual adding an eligibility requirement for 

rating organizations applying for inclusion on the NAIC List of Rating Organizations and clarifying NAIC purposes and 
objectives in using credit ratings.  

 
3. Adopted amendments to the Purposes and Procedures Manual negotiated between the SVO and the North American 

Securities Valuation Association (NASVA). 
 
4. Adopted a motion to expose the 2007 Task Force charges and proposed SVO Research Department agenda for a 45 days.   
 
 
FINANCIAL REGULATION STANDARDS AND ACCREDITATION (F) COMMITTEE 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Adopted a motion to expose for a 30-day comment period the recommendations from the Financial Examination 

Modernization (E) Working Group regarding key issues impacting financial condition examinations. 
 
2. Discussed a referral received from the Financial Examination Modernization (E) Working Group. This referral addressed 

key issues impacting financial condition examinations and the NAIC accreditation standards, specifically regarding when 
a state should complete an examination of redomesticated companies, exceptions to the 18-month timeliness requirement 
when a delay in the examination completion is caused by the lead state or a state other than the domiciliary state who is 
responsible for completing a segment of the examination and the extent non-lead states must review and/or rely on the 
examination procedures of other lead states as well as the extent of documentation of this review and/or reliance within 
the examination workpapers. The Committee voted to expose the recommendations for a 30-day period. 

 
Sept. 8-9, 2006 – St. Louis, MO 
 
1. Adopted proposed revisions to the Procedure for the Adoption of Additional Model Laws, Regulations or Standards for 

Accreditation. The revisions will be effective Jan. 1, 2007.  
 
2. Adopted a motion to send an informational memorandum to the Receivership and Insolvency (E) Task Force, the 

Reinsurance (E) Task Force and the Statutory Accounting Principles (E) Working Group regarding cut-through 
endorsements related to reinsurance contracts.  

 
 
INTERNATIONAL INSURANCE RELATIONS (G) COMMITTEE 
 
Dec.  11, 2006 –   San Antonio, TX 
 
1. Received reports from the International Regulatory Cooperation (G) Working Group, the International Holocaust 
 Commission (G) Task Force, the Insurance Holding Company (E) Working Group, the International Solvency Initiatives 
 (E) Working Group, and the International Accounting Standards (E) Working Group. 
 
2. Received a report on the meeting of the NAFTA Trilateral Insurance (G) Working Group. 
 

© 2006 National Association of Insurance Commissioners          32



3. Requested comments on an American Council of Life Insurers (ACLI) proposal for a Coordination Policy/Process for 
 U.S. Responses to International Association of  Insurance Supervisors (IAIS) Papers. 
 
4. Requested comments on an IAIS proposal for a multilateral memorandum of understanding on information exchange. 
 
5. Created an ad hoc working group to work on the NAIC-CIRC Joint Insurance (G) Working Group project on the role 
 of commercial insurance in a health care system. 
 
Sept. 11, 2006 – St. Louis, MO 
 
1. Adopted the 2007 Committee charges. 
 
2. Agreed to receive comments for future consideration of the ACLI proposal for formal guidelines on consultation and 

input on NAIC’s international activities in 2007. 
 
3. Received the report of the International Holocaust Commission (G) Task Force, which noted that the International 

Commission on Holocaust Era Insurance Claims (ICHEIC) continues to wind down operations. 
 
4. Received reports from the NAFTA (G) Working Group, International Regulatory Cooperation (G) Working Group, 

International Accounting Standards Board, International Association of Insurance Supervisors, International Solvency 
Initiatives (G) Working Group, and the NAIC-EU relations. 

 
5. Heard a report on a proposed memorandum of understanding (MOU) with Mexico regarding information-sharing. The 

MOU was drafted by the NAIC Legal Division and is to be used by Mexico and the relevant U.S. states in connection 
with companies doing business across the border. 

 
 
INFORMATION RESOURCES MANAGEMENT (H) COMMITTEE 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Voted to adopt the minutes of the Dec. 5, 2006, conference call, during which the Committee approved the State 

Producer Licensing Reengineering project request. The objective for this project is to reengineer the producer licensing 
software code and data model, which were originally designed 10 years ago.   

 
2. Heard a report on the active IT projects approved by the Committee. The following projects are on-time and on budget: 

1) National Portal Framework – Phase II – Phased Development; 2) Security Infrastructure; 3) Market Analysis 
Company Prioritization Tool; 4) NAIC Insurance Regulator Professional Designation Program – Tracking System; 5) 
Market Web Services; and 6) ClaimNet.   

 
3. Heard a report explaining that SERFF – Enhancements/Redesign project will be completed three months after the 

approved completion date and is currently $120,000 over the amount budgeted when originally approved May 1, 2005. 
The reasons are mainly due to the rescheduling of Phase I and the some added requirements and functionality. 

 
4. Heard and received the report of the Information Systems (H) Task Force.   
 
5. Announced the National Portal prototype demonstrations and encouraged attendance. 
 
Sept. 9, 2006 – St. Louis, MO 
 
1.  Adopted the minutes of its Aug. 3, 2006, conference call. 
 
2.  Adopted a motion in support of the Internal Administration (EX1) Subcommittee report on four regulator technology 

fiscal proposals for the 2007 NAIC budget. 
 
3.  Adopted the 2007 Committee charges. 
 
4. Adopted the quarterly IT project reports. 
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5.  Received the report of the Information Systems (H) Task Force. 
 
 
Information Systems (H) Task Force 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Developed list of available tools and requirements for states to begin publishing content via really simple syndication
 (RSS). 
 
2. Scheduled meeting to review the Other Information Resources Management (H) Committee approved project status 
 report. 
 
 
Strategic Systems Planning (H) Working Group 
 
Dec. 8, 2006 – San Antonio, TX 
 
1. Scheduled a Web demonstration of My.NAIC.org for regulators unable to participate in San Antonio.  

 
2. Developed a matrix of industry associations that might be interested in receiving information, or providing feedback on 

an industry portal. 
 

3. Developed a visual-only prototype of possible industry portlets to prompt thinking about what might be possible with 
portal technology. 

 
4. Reviewed minutes from the Working Group’s Oct. 16, 2006 meeting. 
 
5. Heard a report that the Security Framework Project is moving forward in 2006 with the common logging module and 

project tracking portal. 
 

6. Heard an update on the portal project for regulators, My.NAIC.org, which delivered on its 2006 objectives to show the 
capabilities of portal technology. The prototype demonstrates integration between more than one application, sign on to 
multiple systems, personalization, integration with existing web services, RSS reading, and syndicated content 
integration. It demonstrates multiple roles: commissioners, financial analysts and financial examiners. There are 13 
portlets in the prototype.  

 
7. Discussed the regulator portal, which will move to production in mid-2007 with existing roles and portlets. There will be 

some changes, including integration with the Security Framework infrastructure, new hardware, and integration with 
market Web services. 

 
8. Discussed the consumer portal, InsureInfo.org, which demonstrates a national face on insurance regulation. State-

specific sites show linkage to state Web sites and the NAIC Web site. All consumer content on the NAIC Web site will 
move to the consumer portal in 2007. 

 
9. Discussed that in order to properly budget for 2008 development, there must be an industry outreach in 2007. This 

includes two parts: building awareness and soliciting business requirements. This effort must make sure that everyone in 
industry is made to feel a part of the process. 

 
10. Heard a presentation by James Winningham (AR) regarding how the Uniform Insurance Regulatory Business Model 

could serve as the blueprint for uniform state insurance regulation.  
 
 
Life and Health Actuarial Task Force 
 
Dec. 7-8, 2006 – San Antonio, TX 
 
1. Continued to work on various projects related to conversion to a principles-based system: 

• The development of a new Standard Valuation Law. 

© 2006 National Association of Insurance Commissioners          34



• The development of a valuation manual. 
• The development of an actuarial guideline on the appropriate use of preferred mortality tables under a recently 
 adopted model regulation. 

 
2. Discussed the recommended changes to Actuarial Guideline VACARVM and deferred considering them for exposure. 
 
3. Submitted memorandums to other NAIC subgroups regarding the electronic filing of actuarial opinions and the reporting 

of extra-contractual obligations. 
 

4. Received reports from the following, which were primarily related to various mortality table projects and implementing a 
principles-based valuation system:  
• American Academy of Actuaries (AAA) Life Reserves Work Group. 
• Various AAA Work Groups related to a principles-based system:  

o Consistency 
o Reinsurance 
o Variable Annuity 
o Economic Scenario 

• Society of Actuaries (preferred and pre-need mortality table development). 
• NAIC SVL-II Subgroup. 
• NAIC Actuarial Guideline VACARVM Subgroup. 

 
5. Considered a referral from the Statutory Accounting Principles (E) Working Group on the crediting of reinsurance credit. 
 
6. Exposed for comment revised versions of the proposed Principles-Based Reserves for Life Products Model Regulation 

and proposed actuarial guidelines addressing valuation assumptions (Actuarial Guideline VAL-PBR) and disclosure 
requirements (Actuarial Guideline DIS). All of these documents were presented by the AAA. 

 
Sept. 7-8, 2006 – St. Louis, MO 
 
1. During the interim, the Task Force adopted a proposed model regulation to permit the use of a split in the 2001 CSO 

Mortality Table. 
 
2. During the interim, the Task Force adopted proposed amendments to Actuarial Guideline XXXVIII.   
 
3. Adopted GRET factors for use in 2007, pending the completion of the 30-day exposure without objecting comments. 
 
4. Adopted proposed charges for 2007. 
Accident and Health Working Group 
 
Dec. 8, 2006 – San Antonio, TX 
 
1. Continued discussions on possible approaches to the rating problem for older blocks of individual medical insurance. 

The Working Group decided not to go forward with the proposal and recommended that the individual state insurance 
departments apply expert actuarial analysis to filings for rate increases, in the context of their current laws and 
regulations. 

 
2. Discussed the rate filing implications of the federal partnership program of long-term care benefits.   
 
3. Received a progress report on the development of a new cancer valuation table to replace the 1985 Cancer Table. The 

Society of Actuaries has received data from only four companies. 
 
4. Reviewed a proposal from the Statutory Accounting Principles (E) Working Group regarding the reporting of extra 

contractual obligations in the property casualty annual statement.   
 
5. Discussed a proposal to expand the required actuarial opinion for the health insurance annual statement to be similar to 

the property casualty annual statement requirements. A subcommittee will be formed to consider revising the health 
annual statement requirements. 

 
6. Reviewed a referral from the Blanks (E) Working Group regarding Long-Term Care Experience Forms for the Life, 

Health, and Property/Casualty annual statements.   
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NAIC/CONSUMER LIAISON COMMITTEE 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Recognized Bonnie Burns for her years of service as a NAIC funded consumer representative. Bonnie Burns is a 

consumer advocate specializing in senior issues and has served as a NAIC funded consumer representative since the 
inception of the NAIC’s Consumer Representative Program in 1992. With her pending retirement, this was Bonnie’s last 
NAIC meeting.  
 

2. Received reports from the NAIC’s funded consumer representatives regarding their assessment of how well the NAIC 
membership has addressed consumer issues during 2006. The funded consumer representatives addressed the following 
areas:  
a) Health Insurance Issues: The focus was on the Unauthorized Transaction of Insurance Criminal Model Act, the 

Discount Medical Card Model Act, the Health Care Choice Act and the Enzi Bill. 
b) Life Insurance Issues: The focus was on travel underwriting, viatical settlements and annuities. 
c) Consumer Disclosures: The focus was on the Consumer Information Source, Insure U and the need for the NAIC to 

become more involved in the efforts of the U.S. Financial Literacy and Education Commission. 
d) Market Regulation: The focus was on the need for more data collection and the centralized sharing of data among 

the states. 
e) National Catastrophes: The focus was on the need for the NAIC to develop a unified position on this issue and that 

this position should not allow companies to privatize profits and socialize unwanted risks. 
f) Interstate Compact 

 
3. Received a presentation on the federal Long-Term Care Insurance Partnership Programs and Medicaid.  
 
Sept. 10, 2006 – St. Louis, MO 
 
1. Heard a report from Florida Consumer Action Network regarding stranger-owned life insurance. 
 
2. Discussed discrimination and racial profiling by property insurers, noting that these types of actions are prohibited under 

the federal Fair Housing Act. 
 
3. Heard a report from the Center for Insurance Research, which expressed concerns about the level of consumer 

involvement with the Interstate Compact Commission. 
 
 
NAIC/INDUSTRY LIAISON COMMITTEE 
 
The NAIC/Industry Liaison Committee did not meet during the 2006 Winter National Meeting. 
 
Sept. 9, 2006 – St. Louis, MO 
 
1. Discussed data security issues, noting the importance safeguarding industry information. Industry representatives 

requested that regulators develop best practices or a framework of standards. 
 
2. Discussed the NAIC’s involvement with the International Association of Insurance Supervisors’ (IAIS) standard-setting 

activities, particularly with respect to solvency. It was noted that the NAIC had formed the International Solvency 
Initiatives (E) Working Group in order to bring more resources and expertise to bear in participating in and commenting 
on the work of the IAIS in this particular area. 
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Drafted: 3/29/07 
 

Synopsis of the NAIC Committee, Subcommittee and Task Force Meetings 
2007 Spring National Meeting 

New York, New York 
March 9-12, 2007 

 
To:  Members of the NAIC 
From: The Staff of the NAIC 
 
Committee Action 
 
The NAIC staff has reviewed the reports of the various committees, subcommittees and task forces. Below is an outline of 
major actions taken during the NAIC Spring National Meeting in New York, NY. The staff hopes this outline will provide 
the NAIC members with assistance in reviewing the meeting reports. 
 
JOINT EXECUTIVE (EX) COMMITTEE/PLENARY 
 
March 11, 2007—New York, NY 
 
1. Adopted by consent the Committee, Subcommittee, and Task Force minutes of the 2006 Winter National Meeting, Dec. 

9-12, 2006, except for items 2-9 referenced below. 
 
2. Adopted the report of the Life Insurance and Annuities (A) Committee, which included reviewing the Viatical 

Settlements Model Act (#697) (Draft: 12/10/06) prior to consideration by Executive/Plenary at the 2007 Summer 
National Meeting in San Francisco, California. 

 
3. Adopted the report of the Health Insurance and Managed Care (B) Committee, which included adoption of the Group 

Health Insurance Model Act (#100) (Draft: 12/10/06); Small Employer Health Insurance Availability Model Act (Model 
#119); and Small Employer Health Insurance Availability Model Act (Model #118).  The Committee also adopted its 
Feb. 26, 2007 minutes, which included revisions to the Medigap Model.  

 
4. Adopted the report of the Property and Casualty Insurance (C) Committee, which included the Standards for Monitoring 

Compulsory Auto Insurance and Financial Responsibility Laws.  
 
5. Adopted the report of the Market Conduct and Consumer Affairs (D) Committee.  
 
6. Adopted the report of the Financial Condition (E) Committee, which included amendments to the Insurer Receivership 

Model Act (IRMA) (#555) (Draft: 10/17/06) (Section 712: Administration of Loss Reimbursement Policies); and 
amendments to the Insurer Receivership Model Act (IRMA) (#555) (Draft: 7/11/06) (Section 801: Priority of 
Distribution). 

 
7. Adopted the report of the Financial Regulation Standards and Accreditation (F) Committee. 
 
8. Adopted the report of the International Insurance Relations (G) Committee.  
 
9. Adopted reports for the Executive (EX) Committee Working Groups and Task Forces, which include Principles-Based 

Reserving; Military Sales; Broker Activities; Climate Change and Global Warming; Government Affairs; and Speed to 
Market. 

 
10. Received the report from the NIPR Board of Directors, which included adoption of its 2007 proposed budget and 

resources needed to fund the NIPR’s participation in the joint NAIC/NIPR Producer Licensing Database and System 
Reengineering Project.  The Board also decided to restructure the pricing for the NIPR’s producer licensing related 
transactions effective 7/1/07. 

 
11. Adopted the report of the Consumer Board of Trustees, which included revisions to its Plan of Operation. 
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Dec. 10, 2006—San Antonio, TX 
 
1. Adopted by Consent the Committee, Subcommittee, and Task Force Minutes of the 2006 Fall National Meeting, Sept. 9-

12, 2006, Except for Items 2-5 listed below.    
 
2. Adopted the Long-Term Care Insurance Model Act (#640) (Draft:  9/9/06).    
 
3. Adopted the Long-Term Care Insurance Model Regulation (#641) (Draft:  8/30/06).   
 
4. Adopted the Unauthorized Transaction of Insurance Criminal Model Act (Draft:  9/10/06).    
 
5. Adopted the Producer Training – Policies Issued Under Qualified State Long-Term Care Insurance Partnership 

(“Qualified Partnership”) (Draft:  9/9/06).  
 
6. Adopted the oral report of the Dec. 9, 2006, Internal Administration (EX1) Subcommittee Meeting.   
 
7. Adopted the 2007 NAIC Budget as amended by the Internal Administration (EX1) Subcommittee.    
 
8. Heard quarterly NIPR Board of Directors report.   
 
9. Heard report of the SERFF Board of Directors and Ratified SERFF election results.  
 
10. Heard annual report of the NAIC/Consumer Liaison Committee.   
 
11. Adopted the Nov. 7, 2006, Market Regulation and Consumer Affairs (D) Committee minutes, which include adoption of 

changes to the Market Regulation Handbook.  
 
12. Adopted the Short-Term Treatment of Hybrid Securities adopted by the Financial Condition (E) Committee in 

September 2006, and the Nov. 1, 2006, Interim Financial Condition (E) Committee minutes which include amended final 
language for the Short-Term Treatment of Hybrid Securities, revisions to the Financial Condition Examiners Handbook, 
and an Implementation recommendation for the revised Financial Condition Examiners Handbook to the Financial 
Regulation Standards and Accreditation (F) Committee.  

 
13. Adopted the 2007 Committee, Subcommittee, and Task Force Charges.     
 
14. Adopted the Resolution for Military Life Sales Resolution and charge to create an Executive (EX) Committee Working 

Group. 
 
15. Heard annual Zone reports, which included election results for 2007 zone representatives.  
 
16. Conducted the annual election of officers pursuant to the bylaws of the organization.  
 
Principles-Based Reserving (EX) Working Group 
 
March 12, 2007—New York, NY 
 
1. Established a set of standard rules of operations: 

o The Working Group shall only charge or request support from outside organizations, NAIC committees and  
task forces 

o Communication will be between the charged entity and the Working Group 
o Desired NAIC principles-based reserving action shall be requested through the Working Group, with the 

Working Group deciding which groups should consider the action 
o Technical issues are to be resolved at the technical group level rather than in the Working Group 
o The Working Group will review actions taken by the NAIC committees before they are presented to the 

Executive (EX) Committee 
2. Received reports from the American Academy of Actuaries (AAA) on: 

o AAA 2007 goals and timelines 
o Current policy issues 
o Methods to generate dialogue and consensus 
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3. Directed the NAIC staff: 
o To coordinate with the AAA to develop a proposed timeline for principles-based reserving to be presented at 

the 2007 Summer National Meeting  
o To coordinate with representatives of the NAIC committees and task forces to compile recommendations for 

mapping of current AAA initiatives and issues on the NAIC timeline for principles-based reserving 
4. Received comments from the ACLI requesting: 

o A project plan, including the ultimate goal of the conversion to a principles-based approach 
o Consideration of tax consequences 
o Consideration of solvency and receivership issues 

5. Charged the Life and Health Actuarial Task Force with recommending standardized forms for experience reporting and 
procedures for the NAIC designation of a statistical agent relative to Model Regulation No. 815 

 
Dec. 11, 2006—San Antonio, TX 
 
3. The chair of the Principles-Based Reserving (EX) Working Group indicated that the NAIC staff would provide draft 

charges for the review of the members that would detail specific work items, including a charge to the NAIC staff to 
provide a list of policy questions the members should consider. 

  
4. Heard presentations from the American Academy of Actuaries (AAA) on the current status of various efforts on the 

principles-based reserving project.  
 
Broker Activities (EX) Task Force 
 
March 12, 2007—New York, NY 
 
1. Discussed ongoing investigations and specific companies and entities with regulatory issues impacting multiple 

jurisdictions. This discussion occurred in executive session in accordance with Paragraphs 2 and 3 of the NAIC Policy 
Statement on Open Meetings.  

 
Dec. 9, 2006—San Antonio, TX 
 
1. Received a report on the status of the contingent commission element of various insurers’ settlement agreements.  The 

New York Attorney General notified ACE, AIG, St. Paul Travelers and Zurich that the 65% threshold was reached in the 
lines of personal auto, homeowners, boiler and machinery, and financial guaranty. The settlement agreements require the 
subject companies to cease paying contingent commissions to insurance producers once at least 65% of the gross written 
premium in any line of insurance is subject to the same condition. 

 
2. Received testimony from industry groups on the 65% threshold and the general subject of disclosure. 
 
3. Discussed matters pertaining to ongoing investigations and specific entities in executive session. 
 
Climate Change and Global Warming (EX) Task Force 
 
March 10, 2007—New York, NY 
 
1. Received a draft of the Overview of the Potential Insurance-Related Impacts of Climate Change on Insurance Regulators 

report. The NAIC staff reported that the draft is a starting point intended to identify issues of interest and that no 
recommendations have been considered at this time. Commissioner Kreidler encouraged the Working Group to provide 
any suggestions to the report to the NAIC staff. 

 
2. Received a presentation on Climate Change Measurements in 63 climate zones from Henry Fox (Fox Consulting). Mr. 

Fox discussed his research on historical weather trends in separate weather zones throughout the U.S. over a 50-year 
period in an effort to forecast future weather trends. His findings suggest that some zones show increases in average 
temperature or rainfall while other zones show decreases. He did not believe his findings supported the overall global 
warming theories. He suggested that his work could be used by the insurance industry to better understand long-term 
weather-related risks in the weather zones examined. 

 
3. Provided an opportunity for representatives of the insurance industry to discuss efforts to influence climate change. Dave 

Reddick of the National Association of Mutual Insurance Companies (NAMIC) discussed the creation of a Web site, 
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www.climateandinsurance.org, designed to provide a resource for industry professionals to learn more about climate 
change and its possible implications for the property/casualty industry. 

 
4. Discussed the progress of the white paper on the Implications of Climate Change for Insurers and Regulators. Director 

Tim Wagner said the overview report had been issued and recommended the Working Group begin work on a related 
white paper. He said a team of volunteers would write the initial draft. He stressed the importance of state regulators to 
determine the role of regulators in finding solutions to the climate change and global warming issues. 

 
Dec. 9, 2006—San Antonio, TX 
 
1. Heard testimony about recent work of catastrophe modelers on climate change from Mitch Sattler, Risk Management 

Solution. Mr. Sattler testified about recent developments in catastrophe modeling techniques and about how new 
information has changed the approach to modeling now and in the future. 

 
2. Heard testimony about consumer concerns from David “Birny” Birnbaum, Center for Economic Justice. Mr. Birnbaum 

testified about the need for adequate coverage availability for risks either through the private market or through public 
programs when the private market will not provide such coverage. He also stressed the need for all-perils policies and 
actuarial-based pricing. 

 
3.  Heard testimony about investor concerns related to climate change from Alexis Krajeski, F&C Asset Management and 

Nancy Skinner, Climate Trust. They testified about the efforts of asset managers to identify investees who implement 
green technologies and processes and provide climate risk disclosure to shareholders. They also provided testimony 
about the development of carbon emission trading markets and associated investment opportunities. 

 
4. Heard testimony about corporate disclosure and corporate governance issues relating to climate change risk from Doug 

Cogen, Institutional Shareholder Services and Andrew Logan, CERES. They discussed efforts to require corporations to 
provide statements of climate change risks on SEC 10-K annual filings. Their testimony included survey results 
indicating that U.S. insurers are performing extremely poor relative to European insurers about disclosing climate change 
risks to investors and that voluntary disclosure for insurers has not been effective. 

 
5. Heard testimony about the role of the NAIC in responding to climate change from Dr. Evan Mills, Lawrence Berkeley 

National Laboratory and Melissa Carey, Environmental Defense. Dr. Mills’ testimony included findings of a recent 
Harvard study on the future impact to life and health of climate change. He also testified about the importance of 
focusing on weather events worldwide over time and not solely on those occurring in the Atlantic Basin when examining 
the impact of climate change. Ms. Carey testified that the impact on the U.S. on the recession of the Greenland ice sheet 
which has been occurring at a faster rate than previously thought. 

 
6. Heard testimony from the insurance industry on climate change from Miranda Anderson, David Gardner and Associates 

and Peter Lefkin, Allianz-Fireman’s Fund. They testified that insurers are in a good position to understand and adapt to 
the impact of climate change and the associated scientific aspects of change. 

 
7. Heard testimony from the insurance trade association on climate change from David Snyder, American Insurance 

Association and Robert Detlefson, National Association of Mutual Insurance Companies. They testified that removing 
regulatory controls on pricing and underwriting activities would permit the insurance industry to create more accurate 
price signals about the risks they insure. 

 
Government Affairs (EX) Task Force 
 
March 12, 2007—New York, NY 
 
1. Met in executive session pursuant to paragraph 8 of the NAIC Policy Statement on Open Meetings (Consideration of 

strategic planning issues relating to legislative matters). 
 
Dec. 9, 2006—San Antonio, TX 
 
2. Met in executive session pursuant to paragraph 8 of the NAIC Policy Statement on Open Meetings (Consideration of 

strategic planning issues relating to legislative matters). 
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Speed to Market (EX) Task Force 
 
March 12, 2007—New York, NY 
 
1. Appointed three working groups, the Operational Efficiencies (EX) Working Group, the Personal Lines Market 
 Regulatory Framework (EX) Working Group, and the Interstate Compact National Standards (EX) Working Group. 
 
2. Adopted the Operational Efficiencies (EX) Working Group’s revisions to the timing for implementing Speed to Market 
 Tool annual revisions. 
 
3.  Exposed for comment the Personal Lines Market Regulatory Framework (EX) Working Group proposal to conduct a 
 pilot project testing pricing freedom for insurers in exchange for greater transparency for insurance consumers and 
 established a March 30, 2007 deadline for submission of written comments on the proposed pilot project. 
 
4. Adopted the Interstate Compact National Standards (EX) Working Group’s Standards for Individual Flexible Premium 
 Deferred Non-Variable Annuity Contract Standards with an Index-Linked Crediting Feature, and Standards for 
 Individual Long Term Care Insurance Adverting Material. 
 
Dec. 12, 2006—San Antonio, TX 
 
1. Received a report from the Operational Efficiencies (EX) Working Group on the recent success of SERFF v5. Work 

continues to accommodate the Interstate Compact’s use of SERFF and SERFF future enhancements. The Working 
Group anticipates that SERFF Redesign Phase II will be completed in July 2007. SERFF Board of Director election 
results were communicated. Forty-three states have now implemented the Product Coding Matrix applicable to 99 lines 
of business. The draft Product Filing Examiners Handbook continues, but this quarter a revision was not available to 
review. A revision is anticipated in Feb. 2007. 

 
2. Received a report from the Interstate Compact National Standards (EX) Working Group whereby they have adopted 

standards for other Insured Term Life Benefits; Guaranteed Insurability Benefits; Individual Annuity Application; and, 
Individual Annuity Application Change Form. Advertising standards are in development for Long-Term Care and 
application standards are being developed for disabilities income. A work plan for 2007 was discussed. 

 
3. Received a report from the Personal Lines Market Regulatory Framework (EX) Working Group. After discussing the 

white paper on Personal Lines Regulatory Framework and receiving comments from members and interested parties, the 
Working Group decided it would hold a conference call in Jan. 2007 to plan for an interim meeting that would allow 
sufficient time to discuss the white paper in depth. 

 
4. Learned that the Interstate Compact has 28 states signed up with more anticipated to join in 2007. There have been 

several accomplishments in the last six months including the hiring of an executive director, the posting for an assistant 
operations manager, and a management committee has been established. There was a recent two-day meeting in Virginia 
last month getting ready to start full operations in 2007. As reported by the Interstate Compact National Standards (EX) 
Working Group, the Interstate Compact has their first set of standards to begin operation. 

 
5. Heard an update on SERFF activities and learned that the SERFF Board of Directors held a four-hour session about the 

future plans for SERFF. Their work will continue with upcoming conference calls. SERFF Board of Director election 
results included two industry three-year term director positions having been filled by Kim Marie Kennedy, St. Paul 
Travelers and Fred Alvarado, Aegon Insurance Group. Jim Hodges, Executive Director of National Association of Life 
Companies, will serve on the Board as the trade representative for a two-year term. Pat Libby (ME) had been reelected to 
serve on the Board for a three-year term. Commissioner Roger Sevigny (NH) was elected to continue serving as chair of 
the Board through 2007. Work is progressing to accommodate the Interstate Compact’s use of SERFF and future SERFF 
enhancements. The Working Group anticipates that SERFF Redesign Phase II will be completed in July 2007. 

 
6. Adopted a change to the 2007 charges. The proposed change related to the work of the Interstate Compact National 

Standards (EX) Working Group. It recognized the synergy of having the national standards used by the Interstate 
Compact and the states be consistent.  

 
7. Agreed to consider updating the Speed to Market Tools Scorecard next year. 
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INTERNAL ADMINISTRATION (EX1) SUBCOMMITTEE 
 
March 10, 2006—New York, NY 
 
1. Received a report from BKD LLP on its audit of the NAIC’s 2006 financial statements. For the year 2006, BKD 

provided a clean opinion on the NAIC financial statements, and reported no adverse findings regarding the NAIC’s 
internal controls over financial reporting.  

 
2. Received a report from the Audit Committee. Commissioner Cline reported the Committee met with the Audit Partner of 

BKD to discuss the audit results as well. Commissioner Cline also reported on the financial performance of the NAIC in 
2006.  

 
3. Adopted a proposal that would establish a line of credit for Interstate Insurance Product Regulation Commission 

(IIPRC). The NAIC staff was directed to communicate the Subcommittee’s proposal to IIPRC’s Executive Director for 
consideration by the Commission’s Management Committee.  

 
4. Adopted a proposed License and Services Agreement for IIPRC, and directed the NAIC staff to communicate the 

agreement to IIPRC’s Executive Director for consideration.  
 
5. Received a status report from the NAIC staff on the State Producer Licensing Reengineering Project. The staff reported 

the project is on track and proceeding in a positive direction from a budget, business, technology, and development 
perspective.  

 
6. Received a report from the NAIC Deputy Executive Vice President regarding various administrative, operational and 

management activities of the NAIC since the 2006 Winter National Meeting.  
 
7. Received a status report from the NAIC staff regarding the NAIC’s State-Based Systems initiative. 
 
Dec. 10, 2006—San Antonio, TX 
 
1. Adopted the Nov. 11, Subcommittee minutes regarding the public budget hearing; and meeting minutes of Nov. 30, for a 

special session. 
 
2. Adopted a report of the NAIC Audit Committee, which included the Oct. 30, 2006 financial statements and performance 

report on the NAIC investment portfolio through Oct. 30th. The report included a recommendation to perform further 
financial analysis on the NAIC Defined Benefit Plan, utilizing the actuarial expertise of the association’s consulting 
actuary. The Audit Committee will be meeting with the independent auditor soon to discuss the 2006 year-end financial 
statement audit.  

 
3. Adopted a corporate resolution authorizing Jeff Johnston, the association’s new CFO, as a bank signatory.  
 
4. Adopted a business and fiscal impact statement (BFIS) regarding the producer licensing systems and database 

reengineering project.  The project is projected to cost the NAIC $7.3 million, with a 2007 budget net expense impact of 
$1.17 million. A resolution, indicating the intent of the NAIC and NIPR was also adopted.    

 
5. Adopted a BFIS regarding the NAIC’s State-Based Systems product, resulting in a 2007 budget net expense impact of 

$18 thousand.  
 
6. Adopted a BFIS regarding the NAIC’s financial data redistribution contracts, resulting in a 2007 budget net revenue 

impact of $600 thousand. 
 
7. Received a report on the 2007 financial needs of the Interstate Insurance Product Regulation Commission and discussed 

various approaches to structuring a line of credit arrangement between the NAIC and the Commission.  
 
8. Received a report on customer usage of InsData, the NAIC consumer online statutory data PDF system. 
 
9. Received a report from Cathy Weatherford on NAIC Administration and Management activities. 
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LIFE INSURANCE AND ANNUITIES (A) COMMITTEE 
 
March 11, 2007—New York, NY 
 
1. Received the report of the Life and Health Actuarial Task Force. 
 
2. Discussed revisions to the Unfair Trade Practices Act related to travel underwriting in life insurance. The Committee 

considered the report of the Travel to Foreign Countries (A) Working Group and its proposal for revising the Unfair 
Trade Practices Act to address the issue of travel underwriting. During its discussions, the Committee considered and 
adopted an amendment suggested by the Alabama Department of Insurance as a substitute to the revisions suggested by 
the Working Group. The Committee ultimately adopted the revisions to the Unfair Trade Practices Act, as revised, but 
decided to defer reporting its work to the Joint Executive (EX) Committee/Plenary at the 2007 Summer National 
Meeting until it could discuss the issues further.  

 
3. Discussed its charge to review and revise, as necessary, the Buyer’s Guides to Fixed Deferred Annuities in conjunction 

with Appendix A of the Annuity Disclosure Model Regulation and the Life Insurance Buyer’s Guide in conjunction with 
Appendix A of the Life Insurance Disclosure Model Regulation. The Committee decided to discuss how to carry out its 
charge during an upcoming conference call. 

 
4. Discussed the Guidelines on Corporate Owned Life Insurance. These Guidelines are being reviewed as part of the NAIC 

model law review initiative. The Committee voted to retain these guidelines in the official list of Model Laws, 
Regulations and Guidelines.   

 
5. Received the report of the Life and Health Actuarial Task Force. The Task Force is continuing its work to implement a 

principles-based reserving system. The Task Force exposed several documents related to converting to a principles-based 
reserving system. The Task Force discussed possible revisions to a new proposed actuarial guideline for establishing 
reserves for variable annuities (AG VACARVM). The Task Force decided to wait until survey results were available 
before exposing any changes to the proposed guideline. The Task Force exposed for comment a combined redraft of 
Principles-Based Reserve for Life Products Model Regulation and proposed actuarial guidelines (AG VAL-PBR) and 
(AG DIS). Finally, the Task Force voted to continue support of Model Law 820 (Standard Valuation Law) and Model 
Regulation 814 (Recognition of the 2001 CSO Mortality Table) and Model Regulation 822 (Actuarial Memorandum 
Regulation).  

 
Dec. 10, 2006—San Antonio, TX 
 
1. Adopted revisions to the NAIC Viatical Settlements Model Act. 
 
2. Adopted non-substantive changes to the cover and copyright date of the Life Insurance Buyer’s Guides and the Buyer’s 

Guides to Fixed Deferred Annuities with Appendix for Equity-Indexed Annuities.  
 
3. Adopted the report of the Travel to Foreign Countries (A) Working Group. 
 
4. Received the report of the Life and Health Actuarial Task Force. 
 
5. Discussed and adopted revisions to the NAIC Viatical Settlements Model Act. The revisions include those that would 

impose a five-year ban on life settlements unless the viator can satisfy certain specified exceptions. Other revisions add 
new disclosure requirements. The main purpose of these revisions is to address a new emerging type of life settlement 
called stranger-initiated life insurance (STOLI). The Committee began looking at the issue of STOLI in May 2006. It 
held a public hearing in New York City on “Premium Financing of Life Insurance, Life Settlements and the Relationship 
with State Insurable Interest Laws.” Over 300 insurance regulators, industry representatives and interested parties 
attended to hear testimony from financial and life insurance experts, life insurance settlement advocates and consumer 
representatives. Most of the testimony centered on these STOLI policies – life insurance policies that are financed and 
purchased with the specific intent of selling them for life settlements.  

 
6. Discussed and adopted non-substantive changes to the cover and copyright date of various consumer guides under the 

jurisdiction of the Committee – the Life Insurance Buyer’s Guides and the Buyer’s Guides to Fixed Deferred Annuities 
with Appendix for Equity-Indexed Annuities. 

 
7. Adopted its Nov. 22, 2006 conference call minutes.   
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8. Adopted the report of the Travel to Foreign Countries (A) Working Group, which included the adoption of the Working 
Group’s Dec. 4, 2006 conference call minutes.  

 
9. Received the report of the Life and Health Actuarial Task Force. The Task Force is continuing its work to implement a 

principle-based reserving system. The Task Force exposed several documents related to converting to a principle-based 
reserving system. The Task Force also exposed for comment revisions to a new proposed actuarial guideline for 
establishing reserves for variable annuities (AG VACARVM). 

 
HEALTH INSURANCE AND MANAGED CARE (B) COMMITTEE 
 
March 12, 2007—New York, NY 
 
1. Adopted the Regulatory Framework (B) Task Force report. 
 
2. Held a public hearing on State Innovative Concepts. The Committee heard testimony from several experts on individual 

mandates and health insurance exchanges, Consumers Union on individual market reforms, Commonwealth Fund on 
innovative state programs, and the states of Vermont and Oklahoma gave presentations on reform proposals in those 
states. 

 
3. Received an update on federal issues. The NAIC staff highlighted a number of federal bills and noted  there still was no 

funding for high risk pools and encouraged Committee members to contact their congressional delegation concerning 
this issue.  

 
4. The Regulatory Framework (B) Task Force discussed and adopted revisions to the Prepaid Limited Health Service 

Organization Model Act (Model #68). The revisions make the model specifically apply to Medicare Prescription Drug 
Plans (PDPs) and make changes to financial requirements to require prepaid limited health service organizations 
maintain a minimum tangible net equity equal to the greater of $100,000 or the amount necessary as required under the 
NAIC Risk Based Capital for Health Organizations Model Act. The Task Force also received a report from the ERISA 
(B) Subgroup. As part of the receipt of the Subgroup’s report the Task Force adopted the Reporting Form – 
Unauthorized MEWA or Health Coverage Program, as revised. The Subgroup had agreed to develop such a form as part 
of its work on the NAIC Prevention of Unauthorized Multiple Employer Welfare Arrangements (MEWAs) and Other 
Unauthorized Insurers Model Regulation (Model 220). The report form will be a new appendix to the model. 

 
5. Received the Senior Issues (B) Task Force report. The Task Force discussed its ongoing concerns relating to 

implementation of the Medicare Part D prescription drug program. This included a discussion of federal waivers from 
state licensing requirements, and state actions to waive or modify state seasoning requirements for prescription drug 
plans.  A representative of the Centers for Medicare and Medicaid Services (CMS) reported on the implementation of a 
Memorandum of Understanding (MOU) between state Departments of Insurance and CMS. The MOU is designed to 
facilitate the sharing of compliance-related information concerning Medicare Part D and Medicare managed care plans.  
Discussed the move of long-term care insurance issues back under the Task Force. The Task Force will review existing 
charges and look to developing a work plan for the Task Force with respect to long-term care insurance issues. The Task 
Force agreed to make technical corrections to the Long-Term Care Insurance Model Act to clarify that the producer 
training requirements apply to newly licensed agents, as well as currently licensed agents.  As written, the Model Act is 
silent as to requirements for agents licensed after July 1, 2008.   

 
6. Received a report from the Accident and Health Working Group. The Working Group adopted revisions to the Health 

Reserves Guidance Manual. The Working Group discussed a proposal to expand the required actuarial opinion for the 
health insurance annual statement to be similar to the property and casualty insurance annual statement requirements. A 
subgroup will be considering revisions to the health annual statement instructions. Finally, the Working Group reviewed 
a referral from the Blanks (E) Working Group regarding Long-Term Care Experience Forms for the Life, Health, and 
Property/Casualty Annual Statements. A subgroup will be discussing the elimination of the requirement of a separate 
signature of the qualified actuary responsible for completing the experience forms. In addition, the subgroup will 
consider a recommendation on a form to report information on long-term care products attached to life insurance or 
annuity policies. 

 
Dec. 11, 2006—San Antonio, TX 
 
1. Adopted the Regulatory Framework (B) Task Force report. 
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2. Received an update on federal issues. The NAIC staff reported that Congress had adopted the State High-Risk Pool 
Funding Extension Act of 2006 extending federal funding for state high-risk pools. Unfortunately, the reauthorization 
came too late for funds to be included in the President’s budget request for the Department of Health and Human 
Services. As a result, neither the House nor the Senate Labor/HHS/Education Appropriation measures contain funds for 
these vital grants. The NAIC staff is continuing its outreach efforts to congressional staff to garner support for fiscal year 
2007 appropriations.  

 
3. Heard reports of its task forces and working groups. As part of the State Innovations (B) Working Group report, the 

Committee noted that the Working Group had adopted the White Paper of the Federal Relief Subgroup. The White Paper 
is a result of a survey of states and a compilation of a list of ERISA and other restrictions that impede state innovation. 
The White Paper provides specific examples of reforms states have attempted and how they were limited or prohibited 
by federal law. It also identifies specific solutions that Congress could realistically implement to relax restrictions and 
promote state innovations in the specific areas identified. The White Paper will be used to provide direction for possible 
future legislative initiatives in the areas the White Paper identified.  

 
4. As part of Regulatory Framework (B) Task Force, the Committee adopted revisions to the Small Employer Health 

Insurance Availability Model Act (Model #118) and its model regulation, the Model Regulation to Implement the Small 
Employer Health Insurance Availability Model Act (Model #119) and the Group Health Insurance Standards Model Act 
(Model #100). 

 
ERISA (B) Subgroup 
 
March 10, 2007—New York, NY 
 
1. Adopted the draft Reporting Form – Unauthorized MEWA or Health Coverage Program, as revised.   
 
2. Voted to adopt, with minor revisions, the 3/2/07 draft Reporting Form – Unauthorized MEWA or Health Coverage 

Program.  The NAIC adopted the Prevention of Unauthorized Multiple Employer Welfare Arrangements (MEWAs) and 
Other Unauthorized Insurers Model Regulation (Model 220) at the 2006 Summer National Meeting.  Model 220 
contains a reporting requirement for licensees to file a written report with the state insurance department when a licensee 
knows a product is, or is about to be, offered to the public in this state, and the licensee, based on the information known 
to the licensee, reasonably should know the product is unauthorized health insurance. Model 220 contains a drafting note 
encouraging licensees to use the Reporting Form to be developed by the NAIC. In accordance with the drafting note, the 
ERISA (B) Subgroup developed the Reporting Form.  The Reporting Form will be an Appendix to Model 220.    

 
3. Adjourned into Executive Session to discuss ongoing federal and state investigations into unauthorized MEWAs.   
 
Dec. 10, 2006—San Antonio, TX 
 
2. Discussed its survey on out-of-state groups. An executive summary of the survey results was distributed. 
 
3. Exposed for comment a draft Multiple Employers Welfare Arrangement (MEWA) Reporting Form. The Subgroup 

agreed to develop such a form as part of its work on the NAIC Prevention of Unauthorized MEWAs and Other 
Unauthorized Insurers Model Regulation. Comments are being requested on this reporting form on or before Jan. 31, 
2007. Those comments should be sent to Jennifer Cook at jcook@naic.org. 

 
Senior Issues (B) Task Force 
 
March 10, 2007—New York, NY 
 
1. The Task Force agreed to make technical corrections to the Long-Term Care Insurance Model Act to clarify that the 

producer training requirements apply to newly licensed agents, as well as currently licensed agents.  As written, the 
Model Act is silent as to requirements for agents licensed after July 1, 2008.   

 
2. Discussed the Task Force's ongoing concerns relating to implementation of the Medicare Part D prescription drug 

program. This included a discussion of federal waivers from state licensing requirements, and state actions to waive or 
modify state seasoning requirements for prescription drug plans.   
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3. Received a report from a representative of the Centers for Medicare and Medicaid Services (CMS) and a small working 
group of states on implementation of a Memorandum of Understanding (MOU) between state departments of insurance 
and CMS. The MOU is designed to facilitate the sharing of compliance-related information concerning Medicare Part D 
and Medicare managed care plans.   

 
4. Received a presentation from a representative of CMS on Medicare Medical Savings Accounts (MSAs). Medicare 

MSAs, which have been available for sale since January 2007, are a Medicare Advantage product combining high 
deductible health plans with medical savings accounts.   

 
5. Received a report of the Medigap Modernization (B) Subgroup. The Subgroup held a working session to continue work 

on developing guidance to the states on new or innovative benefits for inclusion in the Medicare Supplemental Insurance 
Model Regulation Compliance Manual. The Subgroup plans to continue their work by conference call in April.   

 
6. Received a report from a representative of CMS on other Medigap issues, including timelines for the release of 

upcoming CMS publications, guidance, and tools.   
 
7. Discussed the move of long-term care insurance issues back under the Senior Issues (B) Task Force. The Working Group 

will review existing charges and look to develop a work plan for the Task Force with respect to long-term care insurance 
issues.   

 
8. Discussed issues being faced by the states in implementing the LTC Partnership program. 
 
9. Received a summary of federal progress in developing the reporting standards and reciprocity standards for the LTC 

Partnership program. 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Received a report from the Centers for Medicare and Medicaid Services (CMS) on Medicare Part D enrollment. The 

agency reported that over 24 million individuals have enrolled in a Medicare program with drug coverage, including 
those enrolled in stand-alone prescription drug plans (approximately 16.5 million) and Medicare Advantage plans with 
drug coverage (approximately 7.5 million).   

 
2. Discussed the Task Force’s ongoing concerns with CMS’ granting of special waivers to prescription drug plans from 

state licensing requirements. CMS reported that two new prescription drug plans that are not licensed in any state have 
received such a waiver for 2007, and additional companies that are not licensed in any state have received waivers to 
expand to new states.   

 
3. Received a report from CMS on a Memorandum of Understanding (MOU), which was negotiated between the NAIC and 

CMS, to facilitate the sharing of compliance-related information between the states and CMS concerning Medicare Part 
D and Medicare managed care plans. Each state will have to sign a separate MOU with CMS.   

 
4. Assigned a small working group of states to work with CMS on developing procedures for states to share information 

with CMS, pursuant to the MOU. An official from CMS reported that the agency is developing a password protected 
Web site in order to share information with state regulators, in addition to more informal means of communication.   

 
5. Received a report from CMS on other Medicare and Medigap-related issues. CMS reported developments in CMS policy 

on trial rights for individuals who were Medicare-eligible before the age of 65 and had been enrolled in a Medicare 
managed care plan. CMS reported slow progress in receiving required Medicare Part D creditable coverage disclosures 
to CMS. CMS reported plans to move up future publications of that they planned to move up future publications of the 
annual Choosing a Medigap Policy guide closer to the annual fall publication of the Medicare and You guide.   

 
6. Received an update on federal legislative issues, including the impact of the change in Congressional leadership and 

anticipated issues of interest (including legislation and increased oversight relating to the Medicare Part D program). 
 
7. Held a working session of the Medicare Supplement (B) Subgroup to complete work on outstanding issues from a 

previous meeting (including transition standards, new or innovative benefits, implementation and timeline).   
 
8. Accepted a report of the Medicare Supplement (B) Subgroup on a proposal to modernize Medicare supplement benefits 

and benefit plans. This proposal includes the elimination of unnecessary and duplicative plans, the addition of new 
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benefit plan options with higher cost-sharing and lower premiums, and the modernization of available benefits. The 
Subgroup also proposed transition standards, and is continuing to develop draft guidance to the states on new or 
innovative benefits.   

 
9. Voted to expose for comment for a 30-day period the draft revisions by the Medicare Supplement Modernization (B) 

Subgroup to the Model Regulation To Implement the NAIC Medicare Supplement Insurance Minimum Standards Model 
Act, subject to technical changes as necessary.   

 
PROPERTY AND CASUALTY INSURANCE (C) COMMITTEE 
 
March 12, 2007—New York, NY 
 
1. Appointed the Advisory Organization Examination Protocol (C) Working Group; Catastrophe Insurance (C) Working 

Group; Earthquake (C) Subgroup to the Catastrophe Insurance (C) Working Group; Consumer Guides (C) Working 
Group; Crop Insurance (C) Working Group; Risk Retention (C) Working Group; Terrorism Insurance Implementation 
(C) Working Group; and the Title Insurance Issues (C) Working Group. 

 
2. The Casualty Actuarial (C) Task Force provided a response to the Casualty Actuarial Society’s (CAS) regarding the draft 

Education White Paper,  Feb. 27, 2007. 
 
3. The Statistical Information (C) Task Force approved the publication of the 2004 Dwelling Fire, Homeowners Owner-

Occupied, and Homeowners Tenant and Condominium/Cooperative Unit Owner’s Insurance. 
 
4. The Statistical Information (C) Task Force requests comments on its Feb. 12, 2007 draft of the Medical Malpractice 

Closed Claim Reporting Model Law to be  discussed by March 13, 2007. The Task Force will review the draft during its 
next conference call. 

 
5. The Statistical Information (C) Task Force adopted a recommended revision to its 2007 charges by adding: Work with 

the U.S. Department of Health and Human Services, Administration for Children and Families' Office of Child Support 
Enforcement (OCSE) on the Insurance Match initiative and report to the Property and Casualty (C) Committee by the 
2007 Winter National Meeting. 

 
6. The Workers’ Compensation (C) Task Force will form a focus group to provide comments by the deadline date, March 

30, 2007 to the National Conference of Insurance Legislators (NCOIL) on that legislative organization’s draft PEO 
Model Act. The Task Force planned to form a focus group to provide comments shortly after the conclusion of the NAIC 
2007 Spring National Meeting. 

 
7. The Risk Retention (C) Working Group extended the comment period of the Risk Retention Group Corporate 

Governance Standards until April 11, 2007. 
 
8. The Consumer Guides Review (C) Working Group added to its 2007 charge to include “Develop best practices for the 

design and implementation of consumer premium comparison guides for personal auto and homeowners insurance.” 
 
Dec. 12, 2006—San Antonio, TX 
 
1. Adopted minutes of its interim conference call. 
 
2. Adopted or received reports from its four task forces and nine working groups. 
 
3. Revised its charges by adding the following to the Catastrophe Insurance (C) Working Group: Draft a framework for the 

creation and operation of a multiple state catastrophe fund. 
 
4. Discharged three working groups and eliminated their corresponding 2007 charges. These were the Uninsured Motorist 

Issues (C) Working Group, Class Action Insurance Litigation (C) Working Group and NCCI Oversight (C) Working 
Group. 

 
5. Adopted a charge assigned to the Statistical Information (C) Task Force related to looking for ways to facilitate the 

matching child support obligations to insurance claim payments. 
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6. Adopted a report by the Surplus Lines (C) Task Force whereby the Task Force will draft an interstate compact to create a 
clearing house through which all multi-state surplus lines risks would be filed. 

 
7. Adopted the Regulatory Guidance on the Property and Casualty Statements of Actuarial Opinion for the Year 2006, the 

Regulatory Guidance on the Property and Casualty Actuarial Opinion Summary for the Year 2006, and a Blanks 
proposal to modify Schedule P Interrogatory 1 related to medical malpractice extended reporting endorsements. 

8. Adopted a letter to the Risk Assessment (E) Working Group about the potential property/casualty actuary’s role in the 
risk-focused surveillance process. 

 
9. Exposed for comments within 60 days the Workers’ Compensation Coverage for Professional Employer Organization 

Arrangements Model Regulation. 
 
10. Exposed for comments within 30 days, the Corporate Governance Standards recommended by the Corporate Governance 

(C) Subgroup of the Risk Retention (C) Working Group. 
 
11. Adopted Standards for Monitoring Compulsory Auto Insurance and Financial Responsibility Laws as proposed by the 

Uninsured Motorist Issues (C) Working Group. 
 
12. Exposed for comments until Jan. 31, 2007 the Market Regulation Handbook chapter on Conducting the Statistical Agent 

or Advisory Organization Examination or Other Continuum Type Response. 
 
13. Requested comments by Jan. 15, 2007 on the current guides on A Consumer’s Guide to Auto Insurance and a 

Consumer’s Guide to Home Insurance. 
 
Advisory Organization Examination Protocol (C) Working Group 
 
The Advisory Organization Examination Protocol (C) Working Group did not meet during the 2007 Spring National 
Meeting. 
 
Dec. 9, 2006 – San Antonio, TX 
 
1. Members and interested parties are encouraged to submit any comments for the Market Regulation Handbook chapter on 

Conducting the Statistical Agent or Advisory Organization Examination or Other Continuum Type Response by Jan. 31, 
2007. 

 
2. Discussed a recent draft of the Market Regulation Handbook chapter on Conducting the Statistical Agent or Advisory 

Organization Examination or Other Continuum Type Response. Some items still need to be considered before the first 
full draft is complete. Members were asked to review model laws that may be applicable to advisory organizations or 
statistical agents to determine if any changes are needed to the current draft. The Working Group exposed the Chapter 
for comments and asked that comments be received by January 31, 2007. 

 
3. Reminded members to coordinate future endeavors related to exams with other states and the Market Analysis (D) 

Working Group. 
 
Catastrophe Insurance (C) Working Group 
 
March 12, 2007—New York, NY 
 
1. Exposed two possible inputs for national catastrophe plans to a 30-day comment period. 

2. Heard a report on the Multi-State Catastrophe Meeting held Feb. 15-16, 2007. The goal of the meeting was to identify 
the issues of creating a multi-state solution. The NAIC staff gave an overview of the speaker presentations. During the 
meeting, consensus was reached on several issues, including consensus that modeling forms could do scenario modeling 
to assist in pricing any perils that might be included in an interstate compact, that a multi-peril fund would benefit from 
the fact that risks across perils are uncorrelated and that a public model would be preferable for an interstate compact.  

 
3. Heard a report on the pros and cons of an interstate compact solution for creation of a multi-state catastrophe fund from 

the NAIC staff. The pros of using an interstate compact mentioned include the establishment of a formal, legal 
relationship among states to address common problems, creation of multi-state bodies to address issues more effectively 
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than a state agency acting unilaterally, establishment of uniform guidelines, standards or procedures for agencies in the 
compact's member states, creation of economies of scale to reduce administrative and other costs, ability to respond to 
national priorities in consultation or in partnership with the federal government, ability to retain state sovereignty in 
matters traditionally reserved for the state, ability to settle interstate disputes and it affords states a flexible, adaptive 
structure that can evolve over time. Some of the cons include the length of time to develop and implement a compact, a 
perception that compacts cede traditional state sovereignty, and a requirement of collective action instead of individual 
action. 

 
4. Received two possible inputs to national catastrophe plans from Utah and Florida for exposure to the Working Group.  
 
5. Heard a report on pending federal legislation relating to catastrophe insurance issues from the NAIC staff. The bills 

reviewed were H.R. 91 (Federal Backstop), H.R. 164 (Tax Deferred Reserves), H.R. 330 (Federal Backstop and 
Commission), H.R. 537 (Catastrophe Commission), H.R. 913 (Tax Credits for Hurricane and Tornado Mitigation, H.R. 
920 (Multi-peril Policies in NFIP) and S.B. 292 (Federal Catastrophe Commission).  

 
Dec. 11, 2006—San Antonio, TX 
 
1. The Working Group added an additional 2007 charge to develop a multi-state compact initiative as a proposal to the 

National Catastrophe Insurance Plan. 
 
2. Highlighted the “NAIC President’s Symposium—Natural Disasters in the U. S.—Preparing, Responding, Recovering” to 

be held Jan. 18-19, 2007, in Miami, FL. 
 
3. Advised additional information will be forthcoming related to the multi-state catastrophe meeting tentatively planned for 

the second week in February. 
  
4. Received a report of the New Madrid (C) Subgroup. A data call to 15 companies yielded little information as the 

companies thought there would be an anti-trust issue since information was related to future activities. The NAIC Web 
site will shortly be updated to include information on earthquake response for consumers. The checklist of earthquake 
information will be on the InsureU portion of the Web site. Within 30 days, information related to disaster preparedness 
will be available in committee activities. 

 
5. Received comments from the Natural Conference of Insurance Legislators (NCOIL) related to a draft of the Natural 

Catastrophe Insurance Plan. NCOIL will be developing their plan which will probably extend beyond their Spring 2007 
Meeting. 

 
6. The Working Group adopted a motion to amend their 2007 charges. The Working Group will develop a multi-state 

compact initiative as a proposal to the National Catastrophe Insurance Plan. 
 
Consumer Guides Review (C) Working Group 
 
March 10, 2007—New York, NY 
 
1. The Working Group adopted a recommended revision to its 2007 charge to add “Develop best practices for the design 

and implementation of consumer premium comparison guides for personal auto and homeowners insurance.” 
 
2. Added to its 2007 charge to include “Develop best practices for the design and implementation of consumer premium 

comparison guides for personal auto and homeowners insurance.” 
 
3. Decided to revise the consumer guides with a fresh start. The Working Group decided to begin with an outline for 

homeowners; once the outline was completed the text would be developed. When completed, personal auto would be 
developed. The outline developed for homeowners would be substantially the same for personal auto with changes made 
where necessary. The guides will be generic in nature and available on the Internet with hyperlinks to state specific Web 
site information where available. With homeowners, separate guides will be developed for homeowners, condominiums, 
renters and mobile homes. 

 
4. Decided to have regularly scheduled monthly conference calls for the Working Group for the remainder of the year. A 

survey will be conducted and the schedule will be established within the next 30 days. 
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Dec. 11, 2006—San Antonio, TX 
 
1. Discussed its plan to complete review of A Consumer’s Guide to Auto Insurance and A Consumer’s Guide to Home 

Insurance. The current guides were distributed to the Working Group and interested parties. The Working Group and 
interested parties were asked to send written comments and suggestions to Eric Nordman (NAIC) by Jan. 15, 2007. 

 
2. Discussed a suggestion from Alan Seeley (NM) to request that its charge be expanded to develop best practices for states 

to apply when assembling a premium comparison guide for state Web sites. 
 
3. Heard from consumer representatives regarding the importance of developing guides that provide clear, comprehensive 

and useful content for consumers. 
 
4. Heard from a consumer representative regarding consumers’ needs to receive information that helps them arrive at an 

appropriate replacement cost value for their homeowner’s policy. 
 

Crop Insurance (C) Working Group 
 
The Crop Insurance (C) Working Group did not meet during the 2007 Spring National Meeting. 
 
Dec. 11, 2006—San Antonio, TX 
 
1. The Working Group will need to prepare a model bulletin for states to use in implementing the Risk Management 

Agency regulation when finalized related to Cooperative Associations and Rebating. 
 
2. The Working Group needs to review the Crop Insurance Handbook for possible updates. 
 
3. Received information from the Risk Management Agency (RMA), United States Department of Agriculture. RMA is 

close to finalizing their regulation for dealing with Cooperative Associations and Rebating. It is expected the final 
version will be available for the 2007 reinsurance year that begins  July 1, 2007. The Working Group will need to 
prepare a model bulletin for states to use in implementing the program. A farm good experience discount is under review 
by RMA and the final version might vary from the pilot program that was developed. The RMA is working on a combo 
policy. The combo policy will help in efficiencies by simplifying several programs. Many current programs will be 
eliminated but features from the various programs will be available in the combo policy. The RMA anticipates the 
combo policy to be available for the 2009 crop year. 

 
4. Received information from the RMA that they are actively planning for their annual review of approval process for 

company loading to handle items for the 2008 crop year with submissions to be received by April 1, 2007.  
 
5. Discussed the need to review the Crop Insurance Handbook. The Working Group still needs to review the handbook for 

possible updates. 
 
Risk Retention (C) Working Group 
 
The Risk Retention (C) Working Group did not meet during the 2007 Spring National Meeting. 
 
Dec. 9, 2006—San Antonio, TX 
 
1. Adopted minutes from three interim conference calls. 
 
2. Decided to forward a summary document to the Financial Condition (E) Committee containing the Task Force’s 

discussions of the Part A accreditation standards. 
 
3. Adopted Aug. 17, 2006, Sept. 19, 2006, and Oct. 19, 2006, conference call minutes. 
 
4. Discussed the tenth Part A standard regarding reinsurance ceded. This standard requires adoption of the Credit for 

Reinsurance Model Law and Regulation or substantially similar language. During its discussion, the Task Force came to 
the consensus that many of the significant elements of the standard are applicable to risk retention groups (RRGs). 
However, it was also noted that some of the requirements within the models may not be appropriate for all RRGs. The 
Task Force concluded that for uniformity purposes, some sort of standard should be established. The Task Force agreed 
that further work on and consideration of this issue is warranted, particularly as the Reinsurance (E) Task Force is 



© 2007 National Association of Insurance Commissioners          15

discussing revisions to these models. 
 
5. Decided to forward a document summarizing the Task Force’s consensus discussions of all of the Part A accreditation 

standards noting that the Task Force recognizes there needs to be further discussion regarding the Reinsurance Ceded 
standard. This summary document includes all significant elements required for accreditation purposes and indicates 
whether the Task Force believes that an item is applicable or not to RRGs. The summary document also includes other 
items of note, including issues and recommendations that the Financial Condition (E) Committee may want to refer to 
other task forces or working groups. A report on the consensus of the Task Force will be made to the Financial Condition 
(E) Committee; the Task Force anticipates voting on the Part A consensus items via a conference call in the near future. 
The Task Force will then formally send its Part A consensus items to the Financial Condition (E) Committee and request 
that the document will be exposed and voted on. 

 
6. Discussed a work plan that outlines the order in which the Task Force will handle each of its remaining charges. This 

work plan also includes tentative dates for completion of each of the charges. The Task Force plans to review the 
Liability Risk Retention Act of 1986 and other pieces of federal legislation, studies and reports by discussing the GAO 
Report in March 2007. The Task Force also intends to review the current Part B and Part C accreditation standards by 
June 2007 to determine if they are applicable to RRGs and to see if any additional standards are needed in either of these 
areas. Under the work plan, the Task Force anticipates completing its charges by June 2007. 

 
Terrorism Insurance Issues (C) Working Group 
 
March 10, 2007—New York, NY 
 
1. Heard reports on the recent congressional testimonials by Superintendent Eric Dinallo (NY) and Director Michael 

McRaith (IL) on the need for a federal government/private market partnership to insure terrorism risk. Superintendent 
Dinallo and Director McRaith stressed that: 

 
a. Terrorism insurance is crucial to a stable U.S. economy; 
 
b. Absent private market innovation, the Congress should act to sustain a viable insurance market for acts of 

terrorism by supporting a federal backstop that includes domestic and foreign acts of terrorism, group life 
insurance and a mechanism to address nuclear, biological, chemical, and radiological risks; and  

 
c. State regulators are committed to working with Congress to consider changes that would better stabilize the 

terrorism market and better protect the economy and consumers. 
 
2. Heard from some interested parties in support of the NAIC pursuing dialogue with Congress on enhancing and extending 

the Terrorism Risk Insurance Act Extension. 
 
Dec. 11, 2006—San Antonio, TX 
 
1. Heard a report from Howard Leiken, United States Treasury Department, on the activities of the Terrorism Risk 

Insurance Program (TRIP). Mr. Leiken advised that testing of the TRIP claims facility has been completed, including 
some live tests with insurers and Paragon, their contractor. 

 
2. Discussed findings from the report of the president’s working group. The report evaluated the market conditions for 

private offering of coverage for acts of terrorism. 
 
3. Discussed how changes in Washington, DC might make it more likely that a federal backstop for acts of terrorism would 

be enacted. 
 
4. Discussed a proposal from the Real Estate Roundtable that suggests the creation of a mechanism like the UK’s PoolRe 

for the USA. 
 
Title Insurance Issues (C) Working Group 
 
March 11, 2007—New York, NY 
 
1. Woody Girion, chair (CA), announced that he would like to schedule a a Working Group meeting during the 2007 
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Summer National Meeting, to expand discussion on potential regulatory changes to the title insurance industry.  
 
2. Heard a presentation on a system to compare title insurance rates by Tony Farwell (ClosingCorp). Mr. Farwell’s product, 

TitleWizard, allows people buying or refinancing their homes who are looking to purchase a title owner’s policy access 
to real time title insurance policy information and quotes from multiple title insurers via the internet. Consumers will 
have access to more transparent information about title insurance policies and resources to learn about title insurance in 
general. 

 
3. Heard an update from Elena Ahrens (NV) on the survey of states regarding anti-inducement laws. Of the 26 states that 

replied to the survey, 18 have anti-inducement laws regulating all or some of the following: business affiliations; steering 
of business; marketing agreements; client meals, entertainment and travel; promotional events; referral fees, tips or other 
cash payments; novelties and other inducements. 

 
4. Received comments from interested parties about proposed changes to the Title Insurer Model Act and the Title 

Insurance Agent Model Act.  
 
Dec. 10, 2006—San Antonio, TX 
 
1. Heard a report from Bob Scherer, The Rockridge Group, Ltd., indicating that the three individual studies concerning the 

Florida title insurance market reflect a lack of understanding on the date used in the respective analysis. The low loss 
ratio of the title industry is not an indication of excess profitability and that state-to-state comparisons of premiums and 
related title service charges are seriously flawed. 

 
2. Heard a report from Bruce Strombom, Analysis Group, Inc., stating that the three studies commissioned by the Florida 

Office of Insurance Regulation (FOIR) provided no credible basis for conclusions on price comparisons because they are 
based on invalid data, assumptions, and statistical methodologies, providing no basis for their claim that Florida title 
insurance prices are above those in other states. The conclusions on industry concentration are asserted, without any 
analysis or evidence provided to support the claim that high concentration leads to lower competition, lower efficiency, 
or has resulted in collusion or monopoly in the title insurance industry in the U.S. or Florida.  

 
3. Heard a report stating that although the FOIR Studies assert that there is only limited competition in Florida’s market for 

title insurance, those studies provide no real evidence in support of that claim. Those studies also fail to show any 
linkage between concentration and their claims that Florida’s title insurance premiums are excessive. Mr. Vistnes’ 
analysis shows that Florida’s title insurance markets can support significant competition among title insurance rivals. 
Thus, regardless of whether or not title insurance rates are actually higher in Florida than in many other states, there is no 
basis to believe that this can be attributed to high concentration or limited competition. The fact that there has been no 
significant entry over time, however, despite the ease with which such entry could have occurred, strongly suggests that 
rates are not excessive.  

 
Uninsured Motorists (C) Working Group 
 
The Uninsured Motorists (C) Working Group did not meet during the 2007 Spring National Meeting. 
 
Dec. 11, 2006—San Antonio, TX 
 
1. Adopted with revisions the Standards for Monitoring Compulsory Auto Insurance and Financial Responsibility Laws. 
 
2. Adopted a recommendation requesting the Property and Casualty Insurance (C) Committee to discharge the Working 

Group as their charge has been successfully completed. 
 
3. Received additional comments on the proposed Standards for Monitoring Compulsory Auto Insurance and Financial 

Responsibility Laws. The Working Group adopted with revisions the Standards for Monitoring Compulsory Auto 
Insurance and Financial Responsibility Laws which will be presented to the Property and Casualty Insurance (C) 
Committee. Various trade organizations indicated their support for the standards. 

 
4. Discussed the need in promulgating a model law and regulation related to the adopted Standards for Monitoring 

Compulsory Auto Insurance and Financial Responsibility Laws. The Working Group decided that it was unnecessary to 
promulgate any models at this time. 
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Casualty Actuarial (C) Task Force 
 
March 12, 2007—New York, NY 
 
1. Adopted a response via e-mail vote to the Casualty Actuarial Society (CAS) about the CAS’s draft Education White 

Paper. 
 
2. Requested the Property and Casualty Insurance (C) Committee to allow New Jersey to replace Michigan on the Task 

Force. 
 
3. Received the Interim Conference Call Minutes from the Feb. 13 and Feb. 22, 2007 conference calls.  
 
4. Noted that they adopted a Task Force response about the Casualty Actuarial Society’s (CAS) draft Education White 

Paper via e-mail vote and sent the response to the CAS  Feb. 27, 2007. 
 
5. Received reports by numerous Subgroups of the Task Force.  

a.  The Extended Loss Subgroup’s proposal to modify Interrogatory #1 in Schedule P was adopted by the Blanks (E) 
Working Group for 2008 financial reporting. The Subgroup expects to resume further activities this summer. 

b.  The Intercompany Pooling Subgroup is working with the Statutory Accounting Principles (E) Working Group 
concerning 0% pooling. They will work together while discussing modifications to statutory accounting guidance 
and to the instructions for the Statement of Actuarial Opinion. 

c.  The International Subgroup provided summaries of the GIRO and the International Actuarial Association (IAA) 
risk margin papers. The Subgroup will meet via conference call in a few weeks to discuss the issues in these 
papers and to determine what actions to recommend to the Task Force to take. They also will discuss the IAA’s 
draft internal models standard and whether any of the responses should be coordinated with the Life and Health 
Actuarial Task Force. 

d.  The P&C Actuarial Role in Risk Focused Surveillance Subgroup has held a couple of meetings and has drafted an 
initial version of training about reserves. The Subgroup will develop this further and will work with the Risk 
Implementation (E) Subgroup to get feedback. Comments were received by the Risk Assessment (E) Working 
Group regarding the Task Force’s letter about the potential role of the P&C actuary in the enhanced risk-focused 
surveillance process. The Working Group will likely refer those comments to the Task Force to consider in the 
development of training material. 

e.  The Workers’ Compensation Large Deductible (C) Subgroup presented potential surveys about the tax 
assessments and current large deductible data requests and received comments from PCI and the American 
Academy of Actuaries (AAA). The Subgroup will have an open meeting to finalize a proposal for these surveys, 
to decide who would receive the survey requests, and to decide what deadline to set for return of the surveys. The 
Subgroup will present a proposal to the Task Force for adoption on the April conference call. 

 
6. Received a report from the Profitability Report (C) Working Group that they are nearing completion of the 2005 report.  
 
7. Received a report on principles-based reserving activities. 
 
8. Noted that the Blanks (E) Working Group adopted the P&C line of business changes, deferring changes to excess 

workers’ compensation. One issue was that coordination might be needed with this Task Force on the potential large 
deductible proposals. 

 
9. Noted that the Property and Casualty Actuarial Opinion Model Law will be considered for accreditation at the Summer 

National Meeting by the Financial Regulation Standards and Accreditation (F) Committee.  
 
10. Received a report from the American Academy of Actuaries (AAA). The AAA will work with the Task Force to answer 

some additional questions they have received about the Loss Reserve Practice Note. There are some questions about the 
pre-paid third-party administration (TPA) loss adjustment costs. The AAA is also tracking international financial 
reporting issues more closely. 

 
11. Requested for the Property and Casualty Insurance (C) Committee to allow New Jersey to replace Michigan on the Task 

Force.  
 
Dec. 11, 2006—San Antonio, TX 
1. Adopted the Oct. 17 and Nov. 14, interim conference call minutes, which included adoption of the Regulatory Guidance 

on the Property and Casualty Statements of Actuarial Opinion for the Year 2006, the Regulatory Guidance on the 
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Property and Casualty Actuarial Opinion Summary for the Year 2006, and a Blanks proposal to modify Schedule P 
Interrogatory 1 related to Medical Malpractice “pre-paid” Extended Reporting Endorsements. 

 
2. Established a conference call schedule for 2007. 
 
3. Received reports by numerous subgroups of the Task Force.  
 

o The Actuarial Opinion Symposium (C) Subgroup will begin active work in the spring. They will focus on 
presentations at the Casualty Actuarial Society’s Casualty Loss Reserve Seminar and the NAIC’s Financial 
Summit. 

o The Intercompany Pooling Subgroup is working with the Statutory Accounting Principles (E) Working Group 
concerning 0% pooling. They will discuss modifications to statutory accounting guidance and to the instructions 
for the Statement of Actuarial Opinion. 

o The International Subgroup will be discussing which international solvency paper(s) to review over the next few 
months, with potential comment from the Task Force. There will be many papers to choose from since activity has 
increased significantly. There are some guidance papers being developed by the International Association of 
Insurance Supervisors (IAIS) Solvency Subcommittee. The International Actuarial Association (IAA) will be 
releasing a new draft on risk margins and current estimates. 

o The Workers Compensation Large Deductible (C) Subgroup presented a revised working document for a proposal 
for large deductible financial reporting. Comments are requested by Jan. 15 and the Task Force will discuss the 
potential Blanks proposal on the February conference call. 

 
4. Adopted a letter via e-mail (prior to the meeting) to the Risk Assessment (E) Working Group about the potential 

property/casualty actuary’s role in the risk-focused surveillance process. The Task Force will have a conference call with 
the Working Group in January to discuss. The Subgroup will also be working on developing training material requested 
by the Risk Implementation (E) Subgroup of the Risk Assessment (E) Working Group.   

 
5. Discussed principles-based reserving activities, with in-depth discussion of the peer reviewer concept. 
 
6. Received a report from the Profitability Report (C) Working Group that due to NAIC staff turnover, the group is 

significantly behind schedule. 
 
7. Received reports from NAIC staff and the American Academy of Actuaries (AAA), with overviews of the AAA’s 

reinsurance risk transfer activities and anticipated AAA’s Issue Brief on Reserve Ranges. 
 
8. Adopted the interim conference call minutes from the Oct. 17 and Nov. 14 conference calls. 
 
9.    The Task Force adopted a letter via e-mail vote prior to the meeting to the Risk Assessment (E) Working Group about 

the potential property/casualty actuary’s role in the risk-focused surveillance process.  
 
Statistical Information (C) Task Force 
 
The Statistical Information (C) Task Force met via conference call in Executive Session on Jan. 10, 2007. 
 
1. The Task Force adopted the 2004 Dwelling Fire, Homeowners Owner-Occupied, and Homeowners Tenant and 

Condominium/Cooperative Unit Owner’s Insurance report and released it for publication. 
 
2. The Task Force adopted a recommended revision to its 2007 charges specifically addressing the need to work with the 

Office of Child Support Enforcement. 
 
Dec. 10, 2006—San Antonio, TX 
 
1. Heard a presentation from Larry Smarr, Physician Insurers Association of America (PIAA) on the PIAA Data Sharing 

Project. Under the project, the PIAA has collected information on 12,000 claims and suits annually resulting in the 
collection of over 230,000 records since 1985. Mr. Smarr discussed data elements collected on medical liability claims, 
both open and closed. He also provided the Task Force with the types of output and displayed several charts and graphs 
to show how the output can be reported in a useful way.  
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2. Discussed a draft Medical Malpractice Closed Claim Reporting Model Law. Lee Barclay (WA) provided explanations of 
his thought process as he drafted the model. Written comments from Robert Spitzer (NJ) were received by the Task 
Force. Preliminary comments were received from several interested parties. Chair Rae Taylor (OR) asked that written 
comments on the draft model be submitted by Jan. 15, 2007. Mr. Barclay and Brent Kabler (MO) provided information 
related to drafting regulations for Medical Malpractice Claim Reporting Model Laws. 

 
3. Discussed a concern surfaced by Janice Moskowitz (NV) related to reporting of information on medical malpractice 

policies effective prior to Jan. 1, 1976 on Supplement A to Schedule T of the Property Annual Statement. The Task 
Force concluded that a Blanks proposal might be warranted. 

 
Surplus Lines (C) Task Force 
 
The Surplus Lines (C) Task Force did not meet during the first quarter. The Task Force expects that a meeting via 
teleconference will be held during either the first or second quarter. The key project that the Task Force is addressing is the 
development of an interstate compact to create a clearinghouse through which all multi-state surplus lines risks would be 
filed. The Task Force, industry representatives, and state surplus lines stamping offices have been jointly working on drafting 
a proposed compact. As currently envisioned, the compact would: 
 

• Develop one set of compliance requirements for all multi-state surplus lines risks to establish an appropriate 
regulatory framework where all compacting states jointly regulate the transactions; 

 
• Establish a clearinghouse where all multi-state surplus lines risks would be filed and recorded, thereby eliminating 

all separate filing requirements by the compacting states; and 
 

• Establish a mechanism by which each compacting state would receive its fair share of taxes for the portion of the 
risk located in the state as determined by one set of uniform tax allocation formulas. 

 
Dec. 9, 2006—San Antonio, TX 
 
1. Established one set of compliance requirements for all multi-state surplus lines risks by which all compacting states 

jointly regulate the transaction. 
 
2. Established a clearing house where all multi-state surplus line risks would be filed and recorded, thereby eliminating all 

separate filing requirements by such compacting states. 
 
3. Established a mechanism by which each compacting state would receive its fair share of taxes for the portion of the risk 

located in the state as determined by one set of uniform tax allocation formulas. 
 
Workers’ Compensation (C) Task Force 
 
March 10, 2007—New York, NY 
 
1. Adopted the “Workers’ Compensation Coverage for Professional Employer Organization Arrangements Model 

Regulation” (March 11, 2007 revision), developed through the Professional Employer Organization Model Law Working 
Group.  

 
2. Adopted to form a Task Force focus group to provide comments to NCOIL regarding that legislative organization’s draft 

PEO Model Act. 
 
3. Received welcome from the Task Force’s new chair, Director Merle Scheiber (SD). 
 
4. The Large Deductible Study Implementation (C) Working Group reported on progress it has made in developing the 

draft Third Party Administrator Statute (a revision of the current NAIC Third Party Administrator Statute, which is to 
add workers’ compensation) and the draft Guidelines for the Filing of Workers’ Compensation Large Deductible Policies 
and Programs. It was explained that during the March 11, 2007 Working Group meeting the March 3, 3007 draft Third 
Party Administrator Statute was reviewed, with discussion centering on home state certificate of authority, 
fiduciary/insurer account/banking requirements, and the legality of third party administrator-employer agreements. It was 
further explained that during the March 11, 2007 Working Group meeting the March 6, 2007 draft Guidelines for the 
Filing of Workers’ Compensation Large Deductible Policies & Programs was reviewed, with discussion centering on the 
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following policyholder collateral/pre-finding agreements and minimum standard premium size, net worth and other 
similar provisions. Future revisions of both drafts are to be released for comment prior to the NAIC 2007 Summer 
National Meeting.   

 
5. The NAIC/IAIABC Joint (C) Working Group reported that its next meeting would be March 31, 2007 during the 

International Association of Industrial Accident Boards and Commissions 2007 All Committee Conference. It was 
announced that at that meeting the Working Group will be considering a draft workers’ compensation independent 
contractor white paper and will continue its discussions on cross-border coverage and claims issues.  

 
6. The Professional Employer Organization Model Law (C) Working Group reported on its March 11, 2007 draft Workers’ 

Compensation Coverage for Professional Employer Organization Arrangements Model Regulation. After some 
discussion of comments received and a recent change made, the Task Force agreed that the draft was now ready for 
adoption. It was mentioned that the Working Group will continue, as it next will be seeking to develop a paper to assist 
states in implementation of the Workers’ Compensation Coverage for Professional Employer Organization 
Arrangements Model Regulation.  

 
7. A motion was made and adopted that the Task Force form a focus group to provide comments by the deadline date of 

March 30, 2007 to the National Conference of Insurance Legislators (NCOIL) on that legislative organization’s draft 
PEO Model Act.  The motion carried and the focus group is to be formed for this purpose shortly after the conclusion of 
the NAIC 2007 Spring National Meeting. 

 
8. The Settlement Review (C) Working Group reported that it has held numerous executive session conference calls since 

the first of this year and has now formed a subgroup to assist with its efforts.   
 
Dec. 11, 2006—San Antonio, TX 
 
1. Adopted a motion to expose for comments within 60 days the Workers’ Compensation Coverage for Professional 

Employer Organization Arrangements Model Regulation. 
 
2. Adopted the recommendation of the NCCI Oversight (C) Working Group to discharge the group as their charge has been 

successfully completed. 
 

3. Received a report from the Large Deductible Study Implementation (C) Working Group. The Working Group updated 
the Task Force of progress made in its development of both the draft Third Party Administrator Model Act and the draft 
“Guidelines for the Filing of Workers’ Compensation Large Deductible Policies and Programs.” The draft Third Party 
Administrator Model Act is a revision of the current NAIC Third Party Administrator Model Act to include workers’ 
compensation. The draft guidelines (applicable only to form filings) are designed to provide states with suggested 
approval guidelines for large deductible policies and programs.  

 
4. Received a report from the NAIC/IAIABC Joint (C) Working Group. The Working Group continues to assist with 

development through the International Association of Industrial Accident Boards and Commissions (IAIABC) a draft 
Workers’ Compensation Independent Contractor Paper. The Working Group also has been working through the IAIABC 
on state model regulations pertaining to workers’ compensation cross-border and claims issues. The Working Group 
additionally reported that it has been receiving quarterly updates from both the NAIC Large Deductible Study 
Implementation (C) Task Force and from the NAIC Professional Employer Organization Model Law (C) Working 
Group. 

 
5. Received a report from the Professional Employer Organization Model Law (C) Working Group.  The Working Group 

has completed their draft “Workers’ Compensation Coverage for Professional Employer Organization Arrangements 
Model Regulation.” The purpose of the draft model regulation is to ensure that professional employer organizations 
(PEOs) and their clients properly obtain workers’ compensation insurance coverage for all of their employees and that 
the premium paid is commensurate with the anticipated claims experience. The scope of this regulation is limited to 
issues related to workers’ compensation insurance and does not therefore provide a comprehensive regulatory framework 
for the PEO industry. Comments on the draft may be submitted within 60 days. It is anticipated the model will be 
finished at the 2007 NAIC Spring National Meeting. 

 
6. Received a report from the NCCI Oversight (C) Working Group. The Working Group has concluded its charge related to 

the compilation and tracking of the various states’ resolutions to the multiple and excluded exposures issue at NCCI. 
NCCI has implemented a number of reforms to prevent future occurrence of a similar problem. All recommendations 
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have satisfactorily been addressed or will be monitored in the future including a market conduct examination to be 
conducted in 2010 on some of the recommendations and to continue monitoring of NCCI. The Task Force agreed with 
the Working Groups recommendation that they be discharged since their charge has been concluded successfully. 

 
MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE 
 
March 12, 2007—New York, NY 
 
1. Voted to adopt the Information Technology (IT) Project Request which enhances Level 1 Analysis and automates Level 

2 Analysis.   
 
2. Appointed working group chairs for 2007. 
 
3. Received a report from the Consumer Protections (D) Working Group that the group had discussed the merger of 

Consumer Protection (EX) Working Group and the Complaint Handling & Reporting Standards (D) Working Group; 
received an update on consumer disclosures and the need for the Working Group to continue working with the NAIC and 
consumers; and received a report on the consolidation of complaint disposition codes to enhance data collection and data 
quality for state market analysis.  

 
4. Received a report from the Antifraud (D) Task Force that they had received a report from the Producer, Company, 

Unauthorized Entities and Unlawful Activity Working Group that the group had distributed the Unauthorized Entities 
Manual to the members with a draft survey on how states identify and address unauthorized activity. The Task Force 
also received a report from the Antifraud Liaison (D) Working Group of the Antifraud (D) Task Force which distributed 
the second draft of the NAIC Automobile Insurance Fraud Model Act along with comments on the model from 
regulators and interested parties. The Working Group reviewed the new draft addressing the comments and opened the 
new draft for comment and received several comments from members and audience attendees on changing the name of 
the model to the Runners and Cappers Model Act or the Unlawful Solicitation Model Act. The Task Force received a 
report from the Information Sharing and Technology (H) Working Group that the group discussed developing a method 
of providing life insurance policy information to law enforcement agencies through an electronic exchange of life 
insurance alerts and discussed updates to the NAIC Online Fraud Reporting System (OFRS) database search capabilities. 
Finally, the Task Force received a report from the NAIC/NASAA Enforcement Coordination (D) Working Group which 
distributed the brochure, registration form, and proposed agenda for the 4th Annual NAIC/NASAA Joint Training 
Seminar to be held May 31, and June 1, 2007, in conjunction with the NAIC 2007 Summer National Meeting.  

 
5. Received a report from the Producer Licensing (D) Working Group that the group had received an update on the state 

issuance of the NAIC’s model flood bulletin. The Working Group reported that 31 states had adopted the bulletin and 
stated that although some industry representatives had raised concerns about the mandate that insurers track producer 
compliance with the minimum education and training requirements, the group encouraged remaining states to move 
forward with the issuance of the bulletin. The Working Group also reported they had received an update on Federal 
activity relating to surplus lines, which included a summary of the Federal Bill HR 1065 and the Multi-State Compliance 
Compact Draft. The group reported that New Jersey was 100% compliant. In addition, the Working Group received a 
report from the Continuing Education (D) Subgroup that work continues on clarifying the use of the Continuing 
Education Reciprocity Form.  

 
6. Received a report from the Market Analysis Priorities (D) Working Group that the group had reviewed their 2007 

Charge and Tasks. The Working Group’s 2007 tasks included providing a public report highlighting how market analysis 
has been used to identify companies for further scrutiny as well as how it has eliminated the need for other further 
scrutiny; developing procedures to ensure proper analysis has been completed before an examination is conducted; and 
providing a report outlining how Working Group members successfully used outreach through quarterly calls to educate 
states and encourage participation in market analysis efforts. The Working Group reported that the Market Analysis 
Research and Development (MARD) and Market Conduct Annual Statement (MCAS) (D) Subgroups would be 
reporting to the Working Group in 2007.  

 
7. Received a report from the Market Regulation Handbook (D) Working Group that they would be conducting an open 

conference call to discuss their tasks of clarifying the role of key players in market regulation and developing definitions 
of key market conduct/analysis concepts; evaluating the need and developing standards regarding regulated entities’ 
market conduct-related activities; and developing general overall updates to the handbook.  
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8. Received a report from the Market Analysis (D) Working Group that they had met to discuss specific companies and 
entities with current or potential market regulatory issues impacting multiple jurisdictions. This discussion occurred in 
executive session in accordance with the NAIC Policy Statement on Open Meetings. 

 
9. Discussed the NAIC Feasibility Study titled “The Future of Market Data” which was prepared in accordance with the 

direction from the Market Regulation and Consumer Affairs (D) Committee. The report is divided into four sections. 
Section I presents the state of current market data, including why data is necessary, what data is available and how that 
data is limited. Section II explains how market data can be improved in its quality and quantity. Section III describes the 
possibilities of data collection. Section IV makes some basic recommendations of how data could be improved through 
various collection processes. Mr. Mullen reported the study was the first step in evaluating the current state of market 
data and examining possible enhancements in data quality and collection. 

 
10. Discussed that the NAIC and NIPR are moving forward to address data quality concerns expressed by regulators through 

an entity identification clean up effort. The effort restricts the loading of new data without proper entity identifiers, such 
as NAIC CoCode, National Producer Number, or Social Security Number; and that the NAIC staff had established an 
ETS data retention period of 10 years from the date closed for Market Examinations.  

 
11. Discussed that the Uniform Regulation Through Technology (URTT) standards require a state to submit complaint data 

to the Complaint Database System (CDS) on a monthly basis and to properly reflect a states compliance with these new 
standards, states need to send their previous months closed complaint data to CDS no later than the second business day 
of the month. 

 
Dec. 11, 2006 – San Antonio, TX 
 
1. Received testimony on how regulators should utilize matched-pair testing to determine if discrimination exists and 

examples of disparate impact redlining, which includes the use of credit scoring, education, employment for 
underwriting and rating. 

 
2. Received testimony regarding the Home Mortgage Disclosure Act and how the lessons learned from the development 

and enforcement of this Act could be used to create more effective insurance regulation. 
 
3. Received recommendations that the NAIC should evaluate the impact of new risk classifications, evaluate the impact of 

third-party claims settlement computer models, revise the Market Conduct Surveillance Model Act, expand the scope of 
the Market Conduct Annual Statement, add new market analysis tools to the Market Regulation Handbook and develop 
market regulation accreditation standards. 

 
4. Received testimony that a record number of autos and homes are insured for record high values and that the auto residual 

markets are down to 1.4% of the total national auto market. 
 
5. Received testimony that risk classification has improved accuracy and fairness in rating and underwriting. This, in turn, 

has increased the availability and affordability of insurance. 
 
Consumer Protections (D) Working Group 
 
March 11, 2007—New York, NY 
 
1. Discussed the merger of the Consumer Protections (EX) Working Group and the Complaint Handling & Reporting 

Standards (D) Working Group.    
 
2. Received an update on consumer disclosures and the need for the Working Group to make this a priority in 2007 and to 

continue working with other groups, which have addressed this issue. 
 
3. Received the report on the consolidation of complaint disposition codes to enhance data collection and data quality for 

state market analysis. A copy of the code revisions will be distributed to all parties for review and comment. The 
Working Group will then consider a formal recommendation on the coding changes during the 2007 Summer National 
Meeting.  

 
4. Discussed the ongoing review of several NAIC Buyer’s Guides by the Life Insurance & Annuities (A) Committee and 

the Property & Casualty Insurance (C) Committee.  
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5. Received an update on the issuance of consumer alerts and the involvement of regulators in the development of 
consumer alerts.  

 
Dec. 11, 2006—San Antonio, TX 
 
1. Received a presentation on the NAIC Consumer Portal project, which will enhance the coordination between state 

insurance Web sites and the NAIC Web site. 
 
2. Received a presentation on the NAIC InsureU Campaign. In 2007, this campaign will focus on the insurance needs of 

small business and additional outreach to Spanish speaking consumers. 
 
3. Received an update on consumer disclosures and the need for the NAIC to conduct additional outreach to other groups, 

which have addressed this issue. 
 
4. Received a summary on the issuance of NAIC consumer alerts in 2006. During 2006, the NAIC issued eight consumer 

alerts. 
 
5. Received an update on the review of the NAIC Consumer Guides. 
 
Market Analysis (D) Working Group 
 
March 12, 2007—New York, NY 
 
1. Discussed specific companies and entities with current or potential market regulatory issues impacting multiple 

jurisdictions. This discussion occurred in executive session in accordance with the NAIC Policy Statement on Open 
Meetings. 
 

Dec. 12, 2006—San Antonio, TX 
 
1. Developed and adopted Market Analysis (D) Working Group (MAWG) Procedures. 
 
2. Developed and adopted MAWG Participation Guidelines. 
 
3. Developed and adopted MAWG Referral Form. 
 
4. Developed, evaluated, and analyzed customized reports to identify potential companies, and appointed a Subgroup to 

review reports. 
 
5. Defined and assigned the role of MAWG coordinators. 
 
6. Appointed MAWG alternates for each MAWG member. 
 
7. Through the hard work and efforts of various involved states, a 48 state/territory settlement was reached with a company, 

whose target audience was primarily entry level military service members, and a Memorandum of Understanding (MOU) 
agreement was signed with the Department of Defense (DoD). 

 
8. Another examination involving military sales resulted in a multistate settlement with a company, culminating in a 

substantial amount of refunds to customers. 
 
9. Another success of the group occurred when a multi-state examination was avoided, due to California’s negotiation 

efforts. California was able to request that the company fix all issues previously identified in their exam, in all territories, 
and the company agreed to the request. 

 
10. A multistate examination settlement, which included administrative penalties and required payment of back taxes for free 

Accidental Death and Dismemberment policies, was issued to consumers. 
 
11. A multi-state remediation effort is in process, for which consumers in nearly every jurisdiction will likely receive 

premium refunds that were owed, but had not been forwarded to consumers. The lead examination state is working 
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closely with the state of domicile and will provide information to all jurisdictions via MAWG. The lead state and state of 
domicile will also determine what additional information is desired by the other jurisdictions and coordinate that request. 

 
12. MAWG continues coordination of a multistate settlement agreement, entered into prior to the beginning of 2006, 

involving a very large claim redetermination and remediation process that is still underway. 
 
13. MAWG also continues to monitor two companies where multistate examinations were avoided and no further action was 

required. 
 
14. Several instances of self-reporting by insurers to state departments of insurance, for coordination reasons, have been 

noted. 
 
15. Various other projects and situations involving monitoring of companies and scheduling meetings with companies are 

ongoing and active. 
 
Market Analysis Priorities (D) Working Group 
 
March 12, 2007—New York, NY 
 
1. Voted to adopt the Information Technology (IT) Project Request which enhances Level 1 Analysis and automates Level 

2 Analysis.   
 
2. Reviewed the 2007 Charges and Tasks for the Market Analysis Priorities (D) Working Group.  The 2007 tasks include 

providing a public report highlighting how Market Analysis has been used to identify companies for further scrutiny as 
well as how it has eliminated the need for other further scrutiny, developing procedures to ensure proper analysis has 
been completed before an examination is conducted, and providing a report outlining how Working Group members 
successfully used outreach through quarterly calls to educate states and encourage participation in market analysis 
efforts.   

 
3. Reviewed 2007 Subgroups and Tasks  

o 2007 Tasks for Market Analysis Research and Development (MARD) – Department Staff  
The 2007 tasks include overseeing enhancements to the NAIC reports and tools, overseeing the setting of weights 
in the Market Analysis Prioritization Tool (MAPT), and overseeing the development of design queries against the 
NAIC market databases. 

o 2007 Tasks for Market Conduct Annual Statement (MCAS) – Department Staff 
 The 2007 tasks include performing a comprehensive review of the data elements being collected in the current 

MCAS, ensuring that data elements are being interpreted and reported in a consistent manner, investigating the 
possibility of including Commercial Lines coverages, developing a uniform and comprehensive data integrity 
verification process, investigating the possibility of releasing aggregate Market Conduct Annual Statement data, 
developing a uniform analysis process for MCAS data, and developing recommendations regarding the inclusion 
of additional data elements in the MCAS. 

 
4. Voted to adopt the Information Technology (IT) Project Request which enhances Level 1 Analysis and automates Level 

2 Analysis.   
 
5. In accordance with the NAIC open meeting guidelines, the Working Group entered Executive Session to discuss specific 

companies as related to the tasks associated with the charges.   
 

Dec. 11, 2006—San Antonio, TX 
 
1. Voted to adopt the Market Analysis Framework. 
 
2. Received a report from the Market Analysis Research and Development (D) Subgroup (MARD). MARD submitted its 

proposal for three new macro analysis tools. The Working Group will submit MARD’s proposed macro analysis tools to 
the D Committee for comment. In addition, MARD submitted its recommendation for evaluation of the Market Analysis 
Prioritization Tool.  
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3. Discussed Market Analysis state training sessions such as the one held in Virginia in October. The Working Group 
encouraged states to host similar Market Analysis training sessions.  

 
4. Discussed the timetable for Level 1 enhancements and Level 2 automation.  
 
Producer Licensing (D) Working Group 
 
March 10, 2007—New York, NY 
 
1. Adopted Termination for Cause language presented by South Dakota. 
 
2. Received an update on the state issuance of the NAIC’s model flood bulletin. As part of this discussion, industry raised 

concerns about the mandate that insurers track producer compliance with the minimum education and training 
requirements. States are encouraged to move forward with the issuance of the bulletin.  

 
3. Received an update on Federal activity relating to surplus lines, which included a summary of Federal Bill HR 1065 and 

the Multi-State Compliance Compact Draft.   
 
4. Received a report from the Uniformity Standards (D) Subgroup. The Subgroup reported there have been updates to the 

Uniform Standards Clarifications and the questions that are proposed to each state.   
 
5. Received a report from the Continuing Education (D) Subgroup. The Subgroup reported there continues to be work on 

clarifying the use of the Continuing Education Reciprocity (CER) Form. In addition, the Subgroup announced a Webinar 
on the CER Process would be available prior to the Working Group’s interim meeting in May.  

 
6. Received a report from the Independent Adjuster Model Act (D) Subgroup.  The Subgroup discussed the timeline for the 

Independent Adjuster Model Act Draft. The draft will be exposed on March 16, 2007 to received additional comments. 
A conference call will then be scheduled for April 13, 2007. 

 
7. Discussed the Best Practices Handbook update. Interested parties reported they are continuing to work on the Handbook 

and will present a draft Handbook to the Working Group for consideration and review.  
 
8. Discussed the National Insurance Producer Registry’s (NIPR) request to compile a contact list for each state to help 

increase the efficiency of communication between the NIPR and state regulators. In addition, the Working Group 
received an update on the state use of the National Producer numbers.     

 
Dec. 9, 2006—San Antonio, TX 
 
1. Adopted the Nov. 5, 2006, interim meeting minutes. 
 
2. Reviewed the state issuance of the model flood bulletin. The Working Group recognized that the Federal Emergency 

Management Agency’s (FEMA) training course has not been completed. FEMA acknowledged their support for all 
states to move forward with approving the course for Continuing Education (CE). The Working Group was reminded to 
complete the survey regarding the state issuance of the flood bulletin.  

 
3. Received a report from the Uniformity Standards (D) Subgroup.  The Subgroup reported the uniformity survey is being 

completed and encouraged all states to complete the survey by Jan. 26, 2007. 
 
4. Received a report from the Continuing Education (D) Subgroup.  The Subgroup reported there will be a Webinar in early 

2007 to educate states about the NAIC’s Continuing Education Reciprocity process. In addition, the subgroup reported 
there will be some restructuring to parts of the CER form to help with understanding and usage. States were encouraged 
to keep using the CER form. 

 
5. Briefly discussed surplus lines issues and the creation of a surplus lines subgroup by the Society of Licensing 

Administrators (SILA). More information will be available at the 2006 NAIC Spring National Meeting.  
 
6. The Independent Adjuster Model Act (D) Subgroup met on Dec. 10, 2006.  The subgroup discussed the Independent 

Adjuster Model Act, reviewing all sections. All comments on the draft are to be submitted by Jan. 26, 2007. The 
subgroup will have a conference call at the end of January after the comments have been compiled. 
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7. Discussed reciprocity issues for Canadian producers and how to move forward with licensing reciprocity with Canada 

and other countries. 
8. Discussed the address change request project and issues surrounding the potential lack of review of data in the 

Regulatory Information Retrieval System (RIRS) and Special Activities Database (SAD) during the licensing process. 
 
Antifraud (D) Task Force 
 
March 12, 2007—New York, NY 
 
The Antifraud (D) Task Force met  March 12, 2007, and received reports from its Working Groups. The Task Force adopted 
the reports and adjourned into Executive Session to discuss ongoing state and federal investigations.  
 
1. Introduced the second draft of the NAIC Automobile Insurance Fraud Model Act. 

  

Dec. 11, 2006—San Antonio, TX 
 
1. The Antifraud (D) Task Force met on Dec. 10, 2006, and received reports from its working Groups. The Task Force also 

received a presentation on I-SITE databases including StateNet, Special Activities Database (SAD), Regulatory 
Information Retrieval System (RIRS), Personalized Information Capture System (PICS) and the NAIC Online Fraud 
Reporting System (OFRS) from Alan Haskins, NAIC Antifraud Coordinator.  

 
2.  Introduced the NAIC Automobile Insurance Fraud Model Act.   
 
Federal and International Enforcement Coordination (D) Working Group 
 
March 11, 2007—New York, NY 
 
1. Received an update on International Association of Insurance Supervisors (IAIS) Insurance Fraud Subcommittee and the 

International Association of Insurance Fraud Agencies (IAIFA) activities. The IAIS Insurance Fraud Subcommittee, met 
in Dubai February 2007, and adopted the draft Report on the Survey on Preventing, Detecting, and Remedying Fraud in 
Insurance. In 2006, the IAIS published the Guidance Paper on Preventing, Detecting and Remedying Fraud in Insurance. 
The paper was written by the Insurance Fraud Subcommittee to assist supervisors to address fraud risk management in 
insurance and to assist insurers and intermediaries on the prevention, detection and remediation of the potential risk of 
fraud. To improve the guidance paper and questionnaire was developed and this draft report describes the results of the 
survey. The Working Group and Task Force responded to the survey, as well as commented on the findings.  

 
2. The International Association of Insurance Fraud Agencies (IAIFA) has announced the 2007 annual meeting in Lisbon, 

Portugal, Sept. 10-11, 2007. Cindy Schmell (IA) has been asked to Chair of the IAIFA, Information Sharing Committee, 
and is exploring ways to share information on international insurance fraud. The Working Group also announced that the 
NAIC will be hosting the 14th Annual IAIS Conference in Fort Lauderdale, Florida Oct. 16-19, 2007. 

 
3. Distributed the results of a survey of state procedures addressing 18 USC 1033/1034 consent. The Working Group will 

continue to receive state responses to the survey and discuss on how to update the Guidelines for State Insurance 
Regulators to the Violent Crime Control and Law Enforcement Act of 1994 18 United States Code Section 1033 and 
1034 (Guideline for 1033/1034).  

 
Dec. 10, 2006—San Antonio, TX 
 
1. Received an update on International Association of Insurance Supervisors (IAIS) Insurance Fraud Subcommittee and the 

International Association of Insurance Fraud Agencies (IAIFA) activities. IAIFA has scheduled their 2007 Annual 
Meeting Sept. 4-6 in Barbados. IAIS Insurance Fraud Subcommittee met Oct. 16, 2006, and adopted their guidance 
paper on preventing, detecting and remedying fraud in insurance during the general IAIS meeting Oct. 21, 2006. 
Commissioner Koken, representing the NAIC (USA) at the IAIS Insurance Fraud Subcommittee meeting announced that 
the NAIC adopted the Guidelines for International Antifraud Enforcement Cooperation during the 2006 NAIC Spring 
National Meeting. Mr. Ridgeway announced that the NAIC will be hosting the 14th Annual IAIS Conference in Fort 
Lauderdale, FL Oct. 16-19, 2007. 
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2. Discussed the Guidelines for State Insurance Regulators to the Violent Crime Control and Law Enforcement Act of 1994 
10 United States Code Section 1033 and 1034 (Guideline for 1033/1034).  

 
Antifraud Liaison (D) Working Group 
 
March 11, 2007—New York, NY 
 
1. Distributed the second draft of the NAIC Automobile Insurance Fraud Model Act along with comments on the model 

from regulators and interested parties. The Working Group reviewed the new draft addressing the comments and opening 
the new draft for comment. The Working Group received several comments from members and audience attendees on 
changing the name of the model to the Runners and Cappers Model Act or the Unlawful Solicitation Model Act. Several 
members commented on adding a definition of “insurance fraud” and “commercial solicitation” and tying to model to an 
insurance fraud act or staged automobile accidents. After receiving several comments the Working Group decided to 
open the model for a second comment period before the NAIC 2007 Summer National Meeting. The draft will be posted 
on the NAIC Antifraud Task Force Activity Web site and open for comments. All comments should be sent to Alan 
Haskins, Antifraud Coordinator.   

 
2. Discussed developing an Antifraud Training Seminar Model with assistance from the Coalitions Against Insurance 

Fraud and National Insurance Crime Bureau (NICB).  
 
3. Howard Goldblatt (Coalition Against Insurance Fraud) provided the Working Group with a state legislative update. 
 
4. Judie Fitzgerald (NICB) provided the Working Group with an update on the NICB’s plans for reorganization and 

requesting members of the Working Group and Task Force to participate in those activities.  
 
Dec. 10, 2006—San Antonio, TX 
 
1. Introduced the NAIC Automobile Insurance Fraud Model Act. The draft will be posted on the NAIC Antifraud Task 

Force Activity Web site and open for comments. All comments should be sent to Alan Haskins, Antifraud Coordinator.   
 
2. Discussed developing an Antifraud Training Seminar Model with assistance from the Coalitions Against Insurance 

Fraud and National Insurance Crime Bureau (NICB).  
 
3. Received an up date on the industry consolidation effort between the Coalition Against Insurance Fraud, NICB and 

IASIU. The three organizations have agreed to not consolidate at this time, however, agreed to an alliance to address 
specific antifraud issues.  

 
4. Howard Goldblatt, Coalition Against Insurance Fraud, provided the working group with a state legislative update. 
 
5. Judy Fitzgerald, National Insurance Crime Bureau (NICB) provided the working group on update on NICB activities.  
 
Antifraud Training and Seminar (D) Working Group 
 
March 11, 2007—New York, NY 
 
1. Discussed the 2007 NAIC Advanced Fraud Training Seminar to be held July 23-24, 2007.The Working Group discussed 

topics and speakers who are scheduled to present.   
 
Dec. 10, 2006—San Antonio, TX 
 
1. Discussed the 2007 NAIC Advanced Fraud Training Seminar to be held July 23-24, 2007, at the Hyatt Regency Islandia 

in San Diego, CA. The Working Group will be soliciting topic ideas and potential speakers and presenters.   
 
The Producer, Company, Unauthorized Entities and Unlawful Activity (D) Working Group 
 
March 11, 2007—New York, NY 
 
1. Distributed the NAIC Unauthorized Entities Manual to the members along with a draft survey on how states identify and 

address unauthorized activity. The Working Group reviewed the survey and received comments about rephrasing the 
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survey questions for more of a “yes” or “no” response and requesting state statutes and regulations addressing 
unauthorized activity. The Working Group will finalize the survey and a final draft will be distributed to the states for 
response.  

 
2. The Working Group requested that members review the manual including additions to the appendices and volunteer to 

work on revising and updating each section of the manual. Washington volunteered to review Section V on 
investigations; Nevada volunteered to review Section III; Louisiana volunteered to review Section VI; North Carolina 
volunteered to review Section IV; and the NAIC will review Section II on terms and definitions. Once the Working 
Group has received recommendations on the revisions a new draft of the manual will be open for comment to the 
members.       

 
Dec. 10, 2006 – San Antonio, TX 
 
1. Discussed the planning process for updating the Unauthorized Entities Manual and the additions to the appendices. The 

Working Group distributed the table of contents and agreed to review the entire manual dividing up sections of the 
manual between working group members for review and updating. The Working Group discussed the additions to the 
appendices adding Discount Medical Plans, enforcement forms and examples of C&D orders, bankruptcy settlement, 
preliminary injunction and summary judgment. 

 
2. A conference call will be scheduled after the first of the year to discuss specific state tasks for updated each section of 

the Manual.   
 
FINANCIAL CONDITION (E) COMMITTEE 
 
March 12, 2007—New York, NY 
 
1. Adopted the report of the Accounting Practices and Procedures (E) Task Force. 

 
2. Adopted the report of the Capital Adequacy (E) Task Force. 

 
3. Adopted the report of the Examination Oversight (E) Task Force. 

 
4. Adopted the report of the Receivership and Insolvency (E) Task Force. 

 
5. Adopted the report of the Reinsurance (E) Task Force, including its discussion of the two new charges assigned to the Task 

Force by the Financial Condition (E) Committee to refine the details of the Reinsurance Evaluation Office (REO) Proposal 
and to consider the overall framework of U.S. reinsurance regulation. 

 
6. Adopted the report of the Risk Retention Group (E) Task Force. 
 
7. Adopted the report of the Valuation of Securities (E) Task Force. 

 
8. Received the report of the Financial Analysis (E) Working Group. 
 
9. Received the Financial Guaranty Model Law Revision (E) Working Group March 1, 2007, conference call minutes. 

 
10. Adopted the report of the Hybrid Risk Based Capital (E) Working Group. 

 
11. Received the report of the International Solvency and Accounting (E) Working Group’s conference call meeting held on 

March 6, 2007. 
 
12. Adopted the report of the NAIC/AICPA (E) Working Group. 
 
13. Received the National Treatment and Coordination (E) Working Group minutes. 
 
14. Adopted the report of the Risk Assessment (E) Working Group. 
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15. Adopted a charge establishing a Disaster Reporting (E) Working Group that will finalize a recommendation for a Disaster 
Reporting Framework and develop an implementation plan for that framework. The Working Group shall address the 
comments received by the Committee.  

 
Dec. 12, 2006—San Antonio, TX 
 
1. Adopted the report of the Accounting Practices and Procedures (E) Task Force.  
 
2. Adopted the report of the Capital Adequacy (E) Task Force. 
 
3. Adopted the report of the Examination Oversight (E) Task Force. 
 
4. Adopted the report of the Receivership and Insolvency (E) Task Force. This report included adoption of Sections 801 

(Priority of Distribution) and 712 (Administration of Loss Reimbursement Policies, also known as large deductible policies) 
as amendments to the NAIC Insurer Receivership Model Act (IRMA). 

 
5. Adopted the report of the Reinsurance (E) Task Force. This report included: the adoption of the Task Force’s 

recommendation to amend the regulation of reinsurance to focus on broad-based risk and credit criteria and not solely on 
U.S. licensure status; the Reinsurance Evaluation Office (REO) proposal as the basis of a risk-based evaluation process for 
purposes of collateral recalibration and provided for the Financial Condition (E) Committee to refine the proposal no later 
than September 2007; and the request that the Financial Condition (E) Committee consider commercially reasonable means 
for implementing the new regime. 

 
6. Received the report of the Risk Retention Group (E) Task Force. 
 
7. Adopted the report of the Valuation of Securities (E) Task Force, including the “Report on Transparency of the NAIC 

Securities Valuation Office” which contained recommendations for improving the transparency of Securities Valuation 
Office (SVO) operations. 

 
8. Adopted the report of the Disaster Reporting Framework (E) Working Group and released for comment the proposed 

“Disaster Reporting Framework” for a period of 60 days. 
 
9.  Received the report of the Financial Analysis (E) Working Group. 
 
10. Adopted the report of the Financial Examination Modernization (E) Working Group, including the recommendation for the 

group to disband because it had finished its charges. 
 
11. Adopted the report of the Hybrid Risk-Based Capital (E) Working Group, which included the plan from the American 

Academy of Actuaries (AAA) to address its charge from the Working Group to establish a long-term solution for risk-based 
capital charges for hybrid securities. 

 
12. Adopted the report of the International Solvency Initiatives (E) Working Group. 
 
13. Received the report of the NAIC/AICPA (E) Working Group. 
 
14. Adopted the report of the National Treatment and Coordination (E) Working Group. 
 
15. Adopted the report of the Risk Assessment (E) Working Group. 
 
16. Considered a presentation on the multilateral memorandum of understanding from the International Association of Insurance 

Supervisors. 
 
17. Adopted a charge to form a new working group with a charge to update the NAIC Financial Guaranty Insurance Model Act; 

New York will serve as chair.  
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Accounting Practices and Procedures (E) Task Force 
 
March 11, 2007—New York, NY 
 
1. Adopted the report of the Emerging Accounting Issues (E) Working Group. 
 
2. Adopted the report of the Statutory Accounting Principles (E) Working Group. 
 
3. Adopted the report of the Blanks (E) Working Group. 
 
The Emerging Accounting Issues (E) Working Group: 
 
1. Adopted two  Consensus Positions as final:  

o Updated INT 00-26 INT 00-26 (EITF 98-3 Nonmonetary Transaction) to remove reference to SSAP No. 68. 
o Removed the disclosure requirement from INT 03-17 as the disclosure is now in SSAP No. 55 (Losses). 
 

2. The Working Group exposed the following tentative positions with a May 4, 2007 comment deadline:  
o INT 06-14 on the reporting of legal expenses in which legal expenses are the only insured peril was modified and 

re-exposed.  
o INT 01-32 was modified to remove the requirement for the Sept. 1, 2001 disclosure and approved the submission 

of a blanks proposal to remove the disclosure from the annual statement notes.  
o Provided guidance on questions submitted on application of the scientific method in situations of reverse 

amortization 
 
The Statutory Accounting Principles (E) Working Group: 
 
1. Adopted the Dec. 21, 2006 interim conference call minutes. 
 
2. Adopted the following Nonsubstantive changes:  

o Requirements for Multi-Cedent Reinsurance Agreements and modified the Form A description; 
o Adopted changes to SSAP 61 (Life Reinsurance) regarding reporting of ceding commissions for health entities 
o SSAP 56 (Separate Accounts) to clarify the treatment of market related losses for modified guaranteed contracts 
o Appendix A (Excerpt of Model Laws) to add Model Regulation 815 and to add a reference in SSAP No. 80 
o SSAP 10 (Income Taxes) to require disclosure of Protective Tax Deposits 

 

3. Exposed the following Form A Submissions for comment with a May 4, 2007 comment deadline: 
o Exposed changes to Issue Paper No. 99, rejecting FSP FAS 126-1 (Reporting for Obligors of Conduit Debt 

Securities) and FAS 131 (Segment Disclosures) as not applicable to statutory accounting 
o The prior change to SSAP No. 55 was amended to require disclosure only on a direct basis, moved to a separate 

paragraph of the statement, and re-exposed. The blanks proposal on this issue was also modified to be consistent 
with the changes in the disclosure 

 
4. Requested industry comment on eliminating the statutory accounting difference which excludes nonvested employees 

when accounting for pensions and other post employment benefit plans (As part of the review of FAS 158). 
 
5. Reviewed Life and Health Actuarial Task Force response to the referral and determined to reject two agenda items: 

o Ref #2006-19: Amend SSAP No. 61 to clarify the deferred premium asset 
o Ref #2006-20: Add an additional Question and Answer to A-791 

 
6. Referred the draft issue paper on Accounting for Uncertain Tax Positions (FIN 48) and comments received from 

interested parties to the Subgroup for review.  
 
7. Referred comments from interested parties on SSAP No. 88 to the SSAP No. 88 Subgroup for review.  
 
8. Received updates on the activities within the Property/Casualty Reinsurance (E) Study Group and the Guaranty Fund (E) 

Subgroup.  
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9. Thanked the presenters at the Financial Accounting Standards Board educational session on FAS 157: Fair Value 
Measurement held the previous day.  

 
10. Larry Bruning (KS) presented an update on principles-based reserving on behalf of the American Academy of Actuaries.  
 
The Blanks (E) Working Group: 
 
1. Adopted 14 proposals including 2006-48BWG (Schedule B), 2006-49BWG (Schedule BA), 2006-50BWG (Schedule D) 

& 2006-51 (Schedule DA and E Part 2), all of which adopt a significant number of changes to increase consistency in 
reporting among the investment schedules. Also adopted was 2005-25BWG (P&C Lines of Business); however the 
proposal that was adopted excludes any proposed change for the reporting of excess workers’ compensation, which was 
deferred to the Property and Casualty Lines of Business (E) Subgroup and will be discussed in more detail in the coming 
quarter.  

 
2. Deferred action on 2006-57BWG (hybrid securities) at the request of the Hybrid Risk-Based Capital (E) Working Group. 
 
3. Proposal 2006-55BWG (Securities Lending) was withdrawn as the Capital Adequacy (E) Task Force  placed the risk-

based capital (RBC) issue relative to the proposal on their agenda. 
 
4. Exposed 22 new proposals for comment.  
 
5. Rejected exposing 2007-07BWG (loss development trends) and 2007-12BWG (Schedule E Part 3) for comment. 
 
6. Adopted a list of editorial changes as included in the advanced materials.  
 
7. Received reports from the Investment Schedules Subgroup, the P&C Lines of Business Subgroup and the Schedule T 

Subgroup. 
 

Dec. 12, 2006 – San Antonio, TX 
 
1. Adopted minutes from its Oct. 4, 2006 interim conference call, including a new disclosure relative to hybrid securities 

that was subsequently adopted by the Financial Condition (E) Committee on Nov. 1, 2006. 
 
2. Received the report of the International Accounting Standards (E) Working Group. 
 
3. Adopted the report of the Emerging Accounting Issues (E) Working Group. 
 
4. Adopted the report of the Statutory Accounting Principles (E) Working Group. 
 
5. Adopted the report of the Blanks (E) Working Group. 
 
6. Received the report of the Property and Casualty Reinsurance (E) Study Group. 
 
7. Adopted a referral from the NAIC/AICPA (E) Working Group to include the implementation guide for the NAIC Model 

Regulation Requiring Annual Audited Financial Report (Model Audit Rule) in the March 2007 Accounting Practices 
and Procedures Manual as an informational appendix. Additional language was added to the prior version of the guide 
to avoid any confusion because the model regulation is not expected to become effective until 2010.  

 
Capital Adequacy (E) Task Force 
 
March 11, 2007—New York, NY 
 
1.  Received the Dec. 20, 2006, conference call minutes which discussed comment letters received on a draft governance 

model act and regulation.  
 
2. Adopted the Jan. 30, 2007, conference call minutes which included a response to a Blanks (E) Working Group referral 

on a securities lending proposal.  
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3. Adopted the Feb. 27, 2007, conference call minutes which included re-establishing the risk-based capital working 
groups. 

 
4. Formed a subgroup to address the securities lending issue. 
 
5. Received the Property Risk-Based Capital (E) Working Group report which included the March 1, 2007, conference call 

minutes. 
 
6. Adopted the 2007 Task Force working agenda. 
 
Dec. 10, 2006—San Antonio, TX 
 
1. Adopted the minutes of the Task Forces’ Sept. 28, 2006, conference call which included the release for comment of a 

governance model act and a governance regulation.  
 
2. Adopted the report of the Life Risk-Based Capital (E) Working Group, which included the adoption of 2007 life risk-

based capital (RBC) blanks changes for C-3. A report from the American Academy of Actuaries on C-3 Phase III was 
released for comment. 

 
3. Adopted the report of the Property Risk-Based Capital (E) Working Group Report which included a conceptual 

framework for a quantitative and qualitative catastrophe risk RBC charges.  
 
4. Adopted the report of the Health Risk-Based Capital (E) Working Group which included the decision to discontinue 

review of changes to the expense factors. 
 
5. Received a report from the C-3 Phase II Results (E) Subgroup regarding their review of C-3 Phase II results for five 

companies. 
 
6. Referred a letter regarding bail bonds to the Statutory Accounting Principles (E) Working Group. 
 
7. Accepted a referral from the Blanks (E) Working Group for an annual statement blanks proposal regarding securities 

lending and agreed to address the issue. 
 
Examination Oversight (E) Task Force 
 
March 11, 2007—New York, NY 
 
1. Adopted the report of the Financial Analysis Research and Development (E) Working Group.  
 
2. Adopted the report of the Financial Examiners Handbook (E) Technical Group. 
 
3. Referred to Financial Condition (E) Committee a memo recommending that model regulations be revised to allow the 

Federal Home Loan Banks to qualify as authorized custodians. 
 
4. Formed a joint subgroup with the Receivership and Insolvency Task Force to revise Model 385 “Model Regulation to 

Define Standards and Commissioners Authority for Companies Deemed to be in Hazardous Financial Condition.” 
 
Dec. 11, 2006—San Antonio, TX 
 
1. Adopted the report of the Analyst Team System (E) Working Group.  
 
2. Adopted the report of the Financial Analysis Handbook (E) Working Group. 
 
3. Adopted the report of the Financial Examiners Handbook (E) Technical Group. 
 
4. Agreed to recommend to the Financial Condition (E) Committee that an additional 2007 charge be given to the Financial 

Examiners Handbook (E) Technical Group to develop Handbook guidance relating to compliance issues with the U.S. 
Treasury Department’s Office of Foreign Asset Control. 

 



© 2007 National Association of Insurance Commissioners          33

Reinsurance (E) Task Force 
 
March 10, 2007—New York, NY 
 
1. The Task Force will provide a progress update to the Financial Condition (E) Committee on the two new charges at the 

NAIC 2007 Summer National Meeting, followed by an overall feasibility update to the E Committee at the 2007 Fall 
National Meeting. 

 
2. Received a summary by Mike Moriarty (NY) on the Securities Valuation Office Approved Bank List (E) Working 

Group’s activities. Adopted the Jan. 25, 2007 conference call minutes. 
 
3. Sebastian von-Dahlen (International Association of International Supervisors—IAIS) provided a presentation on the 

reinsurance and mutual recognition activities taking place at the IAIS.  
 
4. Gerard de La Martiniere, President, La Federation Francaise des Societes d’Assurances (FFSA) provided an update on 

the European insurance industry from a regulatory and commercial perspective. 
 

5. The Task Force discussed the two E Committee charges followed by the formation of a drafting group for the Task 
Force.  

 
6. The Task Force discussed the Credit for Reinsurance Model Law and Regulation followed by further discussion on the 

importance of uniformity and improvement of the current model law. The possibility of considering alternatives or a re-
draft were discussed relative to the Credit for Reinsurance Model Law. 

 
In consideration of strategic planning issues, the Task Force was called into Executive Session. 
 
Dec. 9 and 11, 2006—San Antonio, TX 
 
1. Received a presentation by interested parties concerning a proposal to amend the letter of credit issuer requirements in 

the NAIC model law and the SVO Purposes and Procedures Manual. The Task Force will establish a subgroup chaired 
by New York with Virginia, Maine and Washington, D.C. participating in order to review the issues and refer back to the 
Task Force with recommendations at some point in the future.  

 
2. Received a presentation on a proposal to create an organization called the Reinsurance Evaluation Office (REO) to rate 

the financial strength of reinsurers doing business in the United States, regardless of the reinsurer’s country of domicile. 
State insurance regulators, through the REO, would establish procedures for the evaluation of the financial strength and 
operating integrity of reinsurers and, based on the outcome of the evaluation, assign a rating (REO-1 through REO-6) to 
each reinsurer. These ratings would affirmed or modified through periodic reviews by the REO. The analysis would 
incorporate insurance financial strength ratings assigned by nationally recognized statistical rating organizations 
(NRSRO’s), operating integrity, business operations, claims paying history, management expertise and overall 
performance of reinsurers in assigning ratings (“credit criteria”). The amount of collateral posted by each reinsurer 
would depend on the rating it receives from the REO. The presentation covered the major issues brought forward from 
interested parties and how the drafting group of the REO addressed those issues. The major issues from interested parties 
included, but were not limited to the need for regulatory change concerning credit for reinsurance, how the proposal 
would devalue a U.S. license, the delegation of authority to the REO, reliance on rating agencies, affiliate transactions, 
diversification of credit risk and the effect of downgrades on reinsurers required to post collateral. The presentation 
stipulated that NRSRO ratings would only be one part of the rating process. The calibration of the rating would also 
include the regulatory regime of the reinsurer.  

 
3. Recommended the NAIC that the regulation of reinsurance procedure be amended to focus on broad based risk and 

credit criteria and not solely on U.S. licensure status. In order to facilitate such a paradigm shift the Reinsurance (E) Task 
Force further recommended that for purposes of collateral recalibration that the REO proposal be a basis of a risk-based 
evaluation process to be further refined by the E Committee no later than September 2007. The Reinsurance (E) Task 
Force further recommended that the E Committee consider commercially reasonable means for the implementation of 
the new regime. Georgia, Alabama, California, District of Columbia, Florida, Illinois, Kentucky, Maine, New 
Hampshire, New York, North Dakota, Pennsylvania, Puerto Rico, Texas, and Virginia voted for the proposal with 
Connecticut, Minnesota, Nevada, Washington, and Wisconsin voting against the proposal.  
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Risk Retention (E) Task Force 
 
March 10, 2007—New York, NY 
 
1. The Task Force approved a motion that the first six Credit for Reinsurance significant elements should be included in the 

Part A standards applicable to risk retention group (RRG) incorporated as captives, with the caveat that the Task Force 
will revisit the issue of a competent U.S. court and designation of attorney once the Task Force members have been 
surveyed.  

 
2. Received an update on the work of the Risk Retention (C) Working Group, which has been reviewing the non-financial 

issues discussed in the General Accounting Office’s (GAO) report on RRGs. The two main projects that came from this 
review are notice/disclosure requirements to policyholders and corporate governance standards. The notice/disclosure 
requirements will be included in the  Risk Retention and Purchasing Group Handbook and the corporate governance 
standards, once adopted, will presumably be forwarded to this Task Force, as well as the Financial Examiners Handbook 
(E) Technical Group. 

 
3. Discussed the tenth Part A standard regarding reinsurance ceded. This standard requires adoption of the Credit for 

Reinsurance Model Law and Regulation or substantially similar language. As part of this discussion, the Task Force 
received a brief informational presentation on the current framework proposal that could alter the collateral requirements 
for off-shore reinsurers. The Task Force noted its charge is to consider only the version of the models that are currently 
required for accreditation.  

 
o The Task Force discussed the seven significant elements of the Model Law that are required for accreditation. 

These elements indicate that an insurer may take credit for reinsurance in four different situations: (a) when the 
business is ceded to a licensed insurer, (b) when the business is ceded to an accredited insurer that meets specific 
requirements set forth in the Model Law, (c) when the business is ceded to an insurer domiciled in a state which 
employs substantially similar standards for credit for reinsurance and maintains capital and surplus of at least $20 
million, and (d) the business is ceded to an insurer who maintains a trust fund meeting various requirements. 

 
o Another significant element indicates that for those insurers taking credit for reinsurance under situations (c) and 

(d) above, the assuming insurer must agree in the reinsurance agreement that in the event of the assuming 
insurer’s failure to perform its obligations, it shall submit to the jurisdiction of any competent court in any state of 
the U.S. and that it will designate the commissioner or a designated attorney as it true and lawful attorney. Some 
concern was raised regarding this item, and it was decided to survey the Task Force members regarding any 
potential issues. 

 
o The Task Force approved a motion that significant elements (a) through (f) of the credit for reinsurance standard 

should be included in the Part A standards that apply to RRGs incorporated as captives, with the caveat that the 
Task Force will revisit the issue of a competent U.S. court and designation of attorney once the Task Force 
members have been surveyed.  

 
o The Task Force also discussed significant element (g) that allows for credit for reinsurance not in situations not 

meeting the requirements discussed above in an amount up to the amount of funds held by or on behalf of the 
ceding insurer. Some states noted that this element may not be acceptable in all situations. It was agreed that the 
Task Force members would also be surveyed on this topic. 

 
Dec. 9, 2006—San Antonio, TX 
 
1. Adopted minutes from conference calls held on Aug. 17, 2006, Sept. 19, 2006, and Oct. 19, 2006. 
 
2. Discussed the tenth Part A standard regarding reinsurance ceded. This standard requires adoption of the Credit for 

Reinsurance Model Law and Regulation or substantially similar language. During its discussion, the Task Force came to 
the consensus that many of the significant elements of the standard are applicable to risk retention groups (RRGs). The 
Task Force agreed that further work on and consideration of this issue is warranted, particularly as the Reinsurance (E) 
Task Force is discussing revisions to these models. 

 
3. Decided to forward a document summarizing the Task Force’s consensus discussions of all of the Part A accreditation 

standards noting that the Task Force recognizes there needs to be further discussion regarding the Reinsurance Ceded 
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standard. In the near future, the Task Force will formally send its Part A consensus items to the Financial Condition (E) 
Committee, along with a request that the document be exposed and voted on. 

 
4. Discussed a work plan that outlines the order in which the Task Force will handle each of its remaining charges. This 

work plan also includes tentative dates for completion of each of the charges. Under the work plan, the Task Force 
anticipates completing its charges by June 2007. 

 
Receivership and Insolvency (E) Task Force 
 
March 12, 2007—New York, NY 
 
1. The Task Force will hold a vote on the adoption of the P&C Model Act at the 2007 Summer National Meeting. 
 
2. Joint working group to review and update NAIC Model Regulation #385. 
 
3. Approved minutes of interim conference calls of the working groups. 
 
4. Approved new chairs for the various Working Groups of the Task Force. 
 
5. Appointed members of the Task Force to a Joint Working Group with the Examination Oversight (E) Task Force to 

review and update the NAIC Model Regulation to Define Standards and Commissioner’s Authority for Companies 
Deemed to be in Hazardous Financial Condition (#385). 

 
6. Heard discussion from members and interested parties regarding the proposed Property and Casualty Insurance Guaranty 

Association Model Act (P&C Model Act). The P&C Model Act has been exposed for a lengthy comment period, and a 
vote will be taken by the Task Force on adoption of the P&C Model Act at the 2007 Summer National Meeting. 

 
7. Received a report from the Receivership Technology and Administration (E) Working Group on the progress of the Data 

Privacy and Security Standards (E) Subgroup, which was established after the 2006 Winter National Meeting as a joint 
effort between state receivership regulators, guaranty fund representatives to create data protection standards. The 
Working Group also gave updates on the Global Receivership Information Database (GRID) and ClaimNet. 

 
8. Received a report from the Receivership Model Act Revision (E) Working Group which discussed continuing work on 

the Life and Health Insurance Guaranty Association Model Act (Life & Health Model Act). 
 
9. Received a report from the Receivership Law And Intergovernmental (E) Working Group, which gave an update on the 

2007 sunset on the federal tax exemption on receivership estates. 
 
10. Received a report of the Receiver’s Handbook (E) Working Group on the continuing work on the Receivers’ Handbook. 
 
11. Received a report from the Judicial Training (E) Working Group, which is holding a series of conference calls with 

members of the Working Group and the Justice Management Institute to develop a program to enhance the knowledge 
and understanding of insurance insolvency matters for state and federal judges, other court personnel, and judicial 
educators, and chief insurance regulators and senior regulatory staff. 

 
Dec. 11, 2006—San Antonio, TX 
 
1. Approved minutes of interim conference calls. 
 
2. Considered the Arkansas and Delaware proposals to amend Section 712 “Administration of Loss Reimbursement 

Policies” of the Insurer Receivership Model Act (IRMA). The Task Force received oral comments from a dozen 
interested parties, followed by interested regulators and discussion by Task Force members. The Task Force will be 
formally submitting to (E) Committee Section 712 and Section 801 as amendments to IRMA. 

 
3.  Received a presentation on data privacy and security from representative of the National Conference of Insurance 

Guaranty Funds (NCIGF) and directed the Receivership Technology and Administration (E) Working Group to work 
with NCIGF on developing data protection standards for consideration by the Task Force at the next national meeting in 
March. 
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4. Received reports from the Task Force’s working groups. The Task Force will be issuing the Model Act Revision (E) 
Working Group’s draft of the revised Property and Casualty Insurance Guaranty Association Model Act for a 60-day 
comment period. The Task Force agreed with the Receivership Technology and Administration (E) Working Group that 
in order to better reflect the intent of its 2007 charge, the language of this charge should be revised. 

 
Valuation of Securities (E) Task Force 
 
March 11, 2007—New York, NY 
 
1. Received and approved the minutes of the interim meeting conference calls of the Valuation of Securities Task Force, 

held Feb. 22, 2007, the Derivatives Market Study (E) Working Group held Jan. 24, 2007 and the Invested Asset (E) 
Working Group held Jan. 17, 2007.  

 
2. Continued discussion of a joint New York and Securities Valuation Office (SVO) proposal to review the process 

governing valuation of securities for statutory purposes and a possible alternative methodology. The Task Force will 
work with the staff to create a survey for the chief examiners to ascertain current valuation needs.  

 
3. Continued discussion of a staff proposal to require insurance companies to provide the same information to the SVO that 

insurance companies provide to regulators under Statement of Standard Accounting Principles (SSAP) No 36. SSAP No. 
36 requires recognition of losses for transactions of defaulted issuers. The proposal would permit the SVO to opine on 
the post default value of the security and thereafter determine a post-default credit quality designation for the issuer.  

 
4. Continued discussion of a referral from the Statutory Accounting Principles (E) Working Group asking that the Task 

Force opine on the degree of liquidity present in the market for life settlement contracts and whether the investment or 
fair value method of accounting would be appropriate for statutory purposes. The Task Force directed the staff to 
conduct an analysis of market liquidity and to assess life insurance contracts and opine whether they should be treated as 
private placements.  

 
5. Received a referral of the Statutory Accounting Principles (E) Working Group on Financial Accounting Statement (FAS) 

150: Accounting for Certain Financial Instruments With Characteristics of both Liabilities and Equity. The Statutory 
Accounting Principles (E) Working Group is requesting that the Task Force help ascertain the degree to which insurance 
companies issue instruments that would come within the scope of FAS 150. There is a concern that the definition of 
liability may not be consistent with either GAAP or SAP guidance. The referral was received and released for a 45-day 
comment period.  

 
6. Provided an update on staff progress on implementation of the transparency initiative adopted by the Financial Condition 

(E) Committee at the 2006 Winter National Meeting. The transparency initiative committed the NAIC to: 1) Post its 
determinations on publicly traded securities on the NAIC Web site; 2) Permit broker-dealers to directly request SVO 
analysis of new and evolving securities; 3) Publish research reports explaining its methodology for classifying securities; 
4) Amend the Purposes and Procedures Manual to clarify issues that contributed to confusion over hybrids; and 5) 
Reestablish the Invested Asset (E) Working Group as a central forum to study technical issues related to new investment 
vehicles.   

 
7. Received a letter from the American Council of Life Insurers (ACLI) and SIFMA commenting on an SVO Research 

article on hybrid securities.   
 
8. Announced that Minnesota had agreed to chair the SVO Filing Procedures (E) Working Group. The Working Group is 

charged with exploring whether there are alternatives to the current security by security analysis process of the SVO. The 
Task Force asked the Working Group to report by the 2007 Summer National Meeting whether such alternatives exist 
and if the group determines that they are to make recommendations no later than the 2007 Winter National Meeting.  

 
Dec. 10, 2006—San Antonio, TX 
 
1. Adopted the minutes of the Nov. 8, 2006, conference call. During the meeting the Task Force adopted a proposal for an 

amendment to the impairment guidance of SSAP No. 43; adopted 2007 charges for the Task Force; adopted the 2007 
SVO research agenda; released for comments a proposal to amend the rules governing the reporting of defaulted 
securities; received and released for comments a referral from the Statutory Accounting Principles (E) Working Group 
on life settlement contracts and a received and released for comments a referral from the Emerging Accounting Issues 
(E) Working Group on INT 06-07 defining the phrase “Other Than Temporary.”   
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2. Adopted the “Report on Transparency of the NAIC Securities Valuation Office” containing recommendations to the 

Financial Condition (E) Committee on the issue of transparency of SVO operations. The report recommends that the 
SVO: 1) post its determinations on publicly traded securities on the NAIC Web site; 2) permit broker-dealers to directly 
request SVO analysis of new and evolving securities through the Advanced Rating Service—Emerging Investment 
Vehicle (ARS - EIV) submission process; 3) publish research reports that explain in greater detail its methodology for 
classifying securities so that market participants can understand, at least broadly, the factors used in its analysis; 4) 
amend the Purposes and Procedures Manual to clarify issues related to the filing exempt rule and the classification 
process, the right of regulators to request SVO review of filing exempt securities and, if necessary, clarifications as to the 
classification procedure; and 5) reestablish the Invested Asset (E) Working Group as a central forum to study technical 
issues related to new investment vehicles. The Task Force also adopted the minutes of an interim conference call 
meeting held Nov. 28 to discuss transparency issues.  

 
3. Voted to reestablish the Invested Asset (E) Working Group and adopted a charge for 2006 and 2007.  
 
4. Adopted amendments to Part Fourteen of the Purposes and Procedures Manual to clarify that capital and surplus 

debentures not rated by a nationally recognized statistical rating organizations (NRSRO) and those rated by an NRSRO 
at the equivalent of an NAIC 2- 6 designation are: 1) not eligible for filing exemption for NRSRO-rated instruments; 2) 
are reported on Schedule BA and not on Schedule D; and 3) should be filed with the SVO so that the SVO can determine 
the statement factor to be used in the calculation required by SSAP No. 41. The Task Force referred to the Statutory 
Accounting Principles (E) Working Group a recommendation that SSAP No. 41 be amended to reinsert a reference to 
capital debentures deleted during statutory codification.  

 
5. Adopted the minutes of a conference call held on Dec. 5, 2006. During the meeting the Task Force adopted a 

recommendation that the Emerging Accounting Issues (E) Working Group adopt proposed INT 06-07 reorganizing 
statutory guidance on the meaning of “Other Than Temporary Impairment” and adopting new guidance on the definition 
of interest rate changes to clarify that the phrase includes general credit spread widening; i.e., credit spread widening not 
related to the issuer of the security.  

 
6. Adopted the minutes of the Derivatives Market Study (E) Working Group for conference calls held Oct. 12, 2006 and 

Nov. 29, 2006.  
 
7. Voted to receive and release for a 60-day comment period a joint New York and staff proposal that the Task Force 

consider whether the SVO should continue to engage in valuation of securities for statutory purposes and, if so, that the 
Task Force consider an alternative methodology to replace the current one. The proposal reflects concern that insurance 
companies are not complying with and regulators do not enforce the current valuation procedure conducted by the SVO.   

 
8. Voted to request that the Invested Asset (E) Working Group study a new investment called “Constant Proportion Debt 

Obligations” (CDPOs) and make recommendations as to how CDPOs should be treated in insurer statutory filings.  
 
9. Received and exposed for comments a document that responds to questions from companies on issues related to the 

implementation of the “short-term” risk-based capital solution for hybrid securities.  
 
FINANCIAL REGULATION STANDARDS AND ACCREDITATION (F) COMMITTEE 
 
March 10, 2007—New York, NY 
 
1. Voted to adopt insignificant revisions that were made during 2006 to various publications that are required for 

accreditation purposes (i.e., the Annual Statement Blanks and Instructions; Life and P/C RBC Formulas; the Purposes & 
Procedures Manual of the SVO; the Accounting Practices & Procedures Manual; and the Financial Condition 
Examiners Handbook). 

 
2. Voted to expose revisions that were deemed significant to the Financial Condition Examiners Handbook for a comment 

period of 30 days. These revisions relate to the new risk-focused surveillance framework. As a result of these changes, 
the Committee also voted to expose proposed revisions to the Review Team Guidelines submitted by the Financial 
Examiners Handbook (E) Technical Group. 

 
3. Voted to expose the following items for a preliminary comment period of 30 days. 
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4. The Insurer Receivership Model Act (which replaced the Insurers Rehabilitation and Liquidation Model Act) for its 
consideration as a possible Part A accreditation standard. If this model is adopted, the Committee will need to consider 
whether the receivership Part A standard should continue to be assessed on a “receivership scheme” basis or a 
“substantially similar” basis. 

 
5. The 2006 revisions to the Annual Financial Reporting Model Regulation (commonly referred to as the “Model Audit 

Rule”). These revisions require that insurers comply with certain “best practices” related to auditor independence, 
corporate governance and internal controls over financial reporting. 

 
6. The 2006 revisions to the Risk-Based Capital for Insurers Model Act. These revisions were made to incorporate a new 

“trend test” for property and casualty companies into the Model Act. Language for a life trend test was already included 
in the Model Act. The Model Act was changed to cite the P/C trend test as a way for the company action level to be 
triggered. 

 
7. Discussed the one comment received regarding a referral from the Financial Examination Modernization (E) Working 

Group. This Working Group provided recommendations regarding three  key issues impacting financial condition 
examinations and the accreditation standards. The recommended changes and proposed revisions to the Review Team 
Guidelines relate to: examinations of re-domesticated companies; exceptions to the 18-month timeliness requirement; 
and review and reliance on lead-state work papers. The Committee concluded by voting to table further discussion of this 
referral until the 2007 Summer National Meeting. 

 
8. Voted to adopt an amendment made in 2006 to the Credit for Reinsurance Model Regulation – effective immediately. 

The amendment deleted language in the Model Regulation in order to modernize it as amendments to the Federal 
Bankruptcy Code made a small sub-section of the Model that is currently required for accreditation irrelevant. The 
Committee was able to adopt this amendment immediately because it was an insignificant revision to the model. Thus, 
the Committee determined that it is an acceptable, but not required, change for accreditation purposes. 

 
9. Voted to adopt an amendment made in 2006 to the Reinsurance Intermediary Model Act – effective immediately. The 

amendment added language to the Model Act to provide for safeguards with respect to the nature or scope of the 
requested documents or testimony, penalties in the event of a violation and safeguards with respect to multiple 
appearances by the same witness. The Committee was also able to adopt this amendment immediately because this 
model is a Part A accreditation standard on a “regulatory framework” basis. This is less stringent than the “substantially 
similar” basis, which requires a state to adopt certain sections of a model. 

 
Dec. 9, 2006—San Antonio, TX 
 
1. Adopted a motion to expose for a 30-day comment period the recommendations from the Financial Examination 

Modernization (E) Working Group regarding key issues impacting financial condition examinations. 
 
2. Discussed a referral received from the Financial Examination Modernization (E) Working Group. This referral addressed 

key issues impacting financial condition examinations and the NAIC accreditation standards, specifically regarding when 
a state should complete an examination of redomesticated companies, exceptions to the 18-month timeliness requirement 
when a delay in the examination completion is caused by the lead state or a state other than the domiciliary state who is 
responsible for completing a segment of the examination and the extent non-lead states must review and/or rely on the 
examination procedures of other lead states as well as the extent of documentation of this review and/or reliance within 
the examination workpapers. The Committee voted to expose the recommendations for a 30-day period. 

 
INTERNATIONAL INSURANCE RELATIONS (G) COMMITTEE 
 
March 12, 2007—New York, NY 
 
1. Heard updates from the International Holocaust (G) Task Force, International Regulatory Cooperation (G) Working 

Group, NAFTA (G) Task Force and the International Solvency and Accounting Issues (E) Task Force. 
 
2. Heard an update on the Joint Forum, International Association of Insurance Supervisors (IAIS) Activities and NAIC-EU 

Relations.  
 
3. Heard a report on a meeting that took place  March 9, 2007 with financial regulators from the U.S. (Texas, Pennsylvania, 

Maryland, California, New York, Utah, New Jersey, Connecticut and Virginia) and Europe (Norway, Germany, U.K., 
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Germany, and France). These regulators discussed implementation of the model Memorandum of Understanding (MOU) 
on information sharing related to members of insurance groups. To date, the work has focused on four insurance groups, 
for which agreements may be signed this year. All regulators of U.S. companies with operations in Europe are 
encouraged to participate in this initiative. The goal is to complete information sharing agreements between U.S. 
regulators and their European counterparts with regard to all transatlantic groups. 

 
4. Participated in an Executive Session to discuss the NAIC International Relations Guiding Principles and draft Action 

Plan. This was the beginning of a process for the Committee to consider all the activities for the year and address in a 
methodical fashion the Committee’s approach in each instance. For example, we will discuss in which international 
activities the NAIC should be represented, criteria for identifying the best person to represent the NAIC, and the nature 
of our contribution or policy position. The discussion will also lead to appropriate decisions on staffing these activities. 

 
Dec.  11, 2006—San Antonio, TX 
 
1. Received reports from the International Regulatory Cooperation (G) Working Group, the International Holocaust 
 Commission (G) Task Force, the Insurance Holding Company (E) Working Group, the International Solvency Initiatives 
 (E) Working Group, and the International Accounting Standards (E) Working Group. 
 
2. Received a report on the meeting of the NAFTA Trilateral Insurance (G) Working Group. 
 
3. Requested comments on an American Council of Life Insurers (ACLI) proposal for a Coordination Policy/Process for 
 U.S. Responses to International Association of  Insurance Supervisors (IAIS) Papers. 
 
4. Requested comments on an IAIS proposal for a multilateral memorandum of understanding on information exchange. 
 
5. Created an ad hoc working group to work on the NAIC-CIRC Joint Insurance (G) Working Group project on the role 
 of commercial insurance in a health care system. 
 
 
INFORMATION RESOURCES MANAGEMENT (H) COMMITTEE 
 
March 10, 2007—New York, NY 
 
1. The Committee is charged with reviewing, approving and monitoring the NAIC Information Technology (IT) projects 

that have budgetary impact of $25,000 or more and/or a commitment of the NAIC IT resources in excess of 160 hours.  
 
2. The Committee is currently tracking eight projects.   
 

o Three of these projects reached completion over the period since the last national meeting. These three 
completed projects are the System for Electronic Rate and Form Filing (SERFF) Enhancements/Redesign Phase 
I; the National Portal Framework Phase II; and ClaimNet. 

o Of these eight projects, the Committee started tracking three new projects that were approved by the Plenary at 
the end of last year. These three new projects include SERFF version 5 Redesign Phase II; National Portal 
Framework Phase III and State Producer Licensing Reengineering. 

o Six of the eight reported that they are currently on-time and on budget. 
o The SERFF Enhancements/Redesign project, which was approved in 2005 and completed at the end of 2006, 

exceeded the original budget by six percent  due to additional functionality requested by both state users and 
industry users during the SERFF Redesign Process.   

o The release of the Security Foundation project has been delayed a few months due to hardware and software 
purchases being made later than planned affecting availability of consulting resources. The new date for 
production of the Security infrastructure is May 30, 2007. The new delivery date will work in conjunction with 
and not have a significant impact on the National Portal or State Producer Licensing Reengineering framework. 

 
3. The Committee heard a report on the efforts of many Committee members and others in developing a suggested 

blueprint for uniform national insurance regulation.  The Uniform Insurance Regulatory Model is intended to use subject 
matter experts to develop a common set of symbols and syntax around different areas and functions of insurance 
regulation. The Committee agreed the model is a worthwhile effort and suggested the Committee members involved in 
developing the model contact standing committees, including the Market Regulation and Consumer Affairs (D) 
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Committee, the Financial Conditions (E) Committee, Speed to Market (EX) Task Force to gather further details for the 
Model. 

 
4. The Committee heard a report from a representative of a user group of state insurance department IT staff who are 

initiating monthly calls to discuss information technology issues of common concern and interest and exchange ideas and 
best practices among state insurance regulators. 

 
5. The Committee heard a report from the Information Systems (H) Task Force.  Some highlights of this report included: 

o The National Portal will have a limited release to commissioners, financial analysts and financial examiners on 
June 29, 2007 with general availability  Sept. 28, 2007. Market regulation and public information officer roles 
have limited release scheduled for Sept. 28, 2007 with general availability Dec. 21, 2007. There have been 
requirements gathering sessions held for industry  in New York City. The Consumer Portal will complete 
development by May with a gradual rollout.   

o SERFF v5.0.3 is performing well in production and able to handle record volumes of filing transactions. SERFF 
v5.1 for the Interstate Compact Commission is scheduled to release March 23, 2007 including several new 
features. 

o The NAIC 2006 Technology Survey showed that Web services are important to the states, states continue to 
centralize technology, modeling tools gain acceptance and states continue to leverage the Internet. 

 
Dec. 9, 2006—San Antonio, TX 
 
1. Voted to adopt the minutes of the Dec. 5, 2006, conference call, during which the Committee approved the State 

Producer Licensing Reengineering project request. The objective for this project is to reengineer the producer licensing 
software code and data model, which were originally designed 10 years ago.   

 
2. Heard a report on the active IT projects approved by the Committee. The following projects are on-time and on budget: 

1) National Portal Framework – Phase II – Phased Development; 2) Security Infrastructure; 3) Market Analysis 
Company Prioritization Tool; 4) NAIC Insurance Regulator Professional Designation Program – Tracking System; 5) 
Market Web Services; and 6) ClaimNet.   

 
3. Heard a report explaining that SERFF – Enhancements/Redesign project will be completed three months after the 

approved completion date and is currently $120,000 over the amount budgeted when originally approved May 1, 2005. 
The reasons are mainly due to the rescheduling of Phase I and the some added requirements and functionality. 

 
4. Heard and received the report of the Information Systems (H) Task Force.   
 
5. Announced the National Portal prototype demonstrations and encouraged attendance. 
 
Information Systems (H) Task Force 
 
March 10, 2007—New York, NY 
 
1. Adopted the recommended additions to the National Technical Architecture.  
 
2. The NAIC staff will make contact information available to state insurance departments via an Access database. 
 
3. Directed staff to continue preparation of the semi-annual Information Resources Management (H) Committee Completed 

Project Status Report for the 2007 Summer National Meeting and schedule a conference call to discuss.  
 
Dec. 9, 2006—San Antonio, TX 
 
1. Developed list of available tools and requirements for states to begin publishing content via really simple syndication
 (RSS). 
 
2. Scheduled meeting to review the Other Information Resources Management (H) Committee approved project status 
 report. 
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Life and Health Actuarial Task Force 
 
March 9-10, 2007—New York, NY 
 
1. The Task Force voted to continue support of Model Law No. 820 (Standard Valuation Law), noting that the Task Force 

is considering revisions to facilitate conversion to a principles-based reserves, and Model Regulations No. 814 
(Recognition of the 2001 CSO Mortality Table) and No. 822 (Actuarial Opinion Memorandum Regulation). 

 
2. Continued to work on various projects related to conversion to a principles-based system: 

o The development of revisions to the Standard Valuation Law to enable principles-based reserves; 
o The development of a valuation manual 
o The development of an actuarial guideline on the appropriate use of preferred mortality tables under a recently 

adopted model regulation 
 

3. Discussed possible revisions to a new proposed actuarial guideline for establishing reserves for variable annuities (AG 
VACARVM), but decided to wait until survey results were available before exposing changes to the proposed actuarial 
guideline. 

 
4. Received reports from the following, which were primarily related to various mortality table projects and implementing a 

principles-based valuation system:  
o American Academy of Actuaries (AAA) Life Reserves Work Group 
o Various AAA work groups related to a principles-based system  

 Variable Annuity 
 Economic Scenario 
 Nonforfeiture Improvement 

o Status reports from Society of Actuaries (SOA) studies 
 Pre-need mortality  
 Cancer mortality 
 Pandemic (Avian Flu) 

o LHATF Standard Valuation Law-2 Subgroup 
o LHATF AG VACARVM Subgroup 
 

5. Received comments from industry representatives relative to: 
o AG VACARVM 
o SVL-II and the Valuation Manual 
o Actuarial Guideline TAB 
 

6. Requested that the American Academy of Actuaries (AAA)  
o Recommend contents for the Valuation Manual 
o Recommend a process for amending the Valuation Manual 
o Review the Group Term Waiver of Premium Mortality and Recovery Tables 
 

7. Exposed for comment a combined redraft of Principles-Based Reserve for Life Products Model Regulation and proposed 
actuarial guidelines (AG VAL-PBR) and (AG DIS). This document was presented by the AAA. 

 
Dec. 7-8, 2006—San Antonio, TX 
 
1. Continued to work on various projects related to conversion to a principles-based system: 

• The development of a new Standard Valuation Law. 
• The development of a valuation manual. 
• The development of an actuarial guideline on the appropriate use of preferred mortality tables under a recently 
 adopted model regulation. 

 
2. Discussed the recommended changes to Actuarial Guideline VACARVM and deferred considering them for exposure. 
 
3. Submitted memorandums to other NAIC subgroups regarding the electronic filing of actuarial opinions and the reporting 

of extra-contractual obligations. 
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4. Received reports from the following, which were primarily related to various mortality table projects and implementing a 
principles-based valuation system:  
• American Academy of Actuaries (AAA) Life Reserves Work Group. 
• Various AAA Work Groups related to a principles-based system:  

o Consistency 
o Reinsurance 
o Variable Annuity 
o Economic Scenario 

• Society of Actuaries (preferred and pre-need mortality table development). 
• NAIC SVL-II Subgroup. 
• NAIC Actuarial Guideline VACARVM Subgroup. 

 
5. Considered a referral from the Statutory Accounting Principles (E) Working Group on the crediting of reinsurance credit. 
 
6. Exposed for comment revised versions of the proposed Principles-Based Reserves for Life Products Model Regulation 

and proposed actuarial guidelines addressing valuation assumptions (Actuarial Guideline VAL-PBR) and disclosure 
requirements (Actuarial Guideline DIS). All of these documents were presented by the AAA. 

 
Accident and Health Working Group 
 
The Accident and Health Working Group did not meet during the 2007 Spring National Meeting. 
 
Dec. 8, 2006—San Antonio, TX 
 
1. Continued discussions on possible approaches to the rating problem for older blocks of individual medical insurance. 

The Working Group decided not to go forward with the proposal and recommended that the individual state insurance 
departments apply expert actuarial analysis to filings for rate increases, in the context of their current laws and 
regulations. 

 
2. Discussed the rate filing implications of the federal partnership program of long-term care benefits.   
 
3. Received a progress report on the development of a new cancer valuation table to replace the 1985 Cancer Table. The 

Society of Actuaries has received data from only four companies. 
 
4. Reviewed a proposal from the Statutory Accounting Principles (E) Working Group regarding the reporting of extra 

contractual obligations in the property casualty annual statement.   
 
5. Discussed a proposal to expand the required actuarial opinion for the health insurance annual statement to be similar to 

the property casualty annual statement requirements. A subcommittee will be formed to consider revising the health 
annual statement requirements. 

 
6. Reviewed a referral from the Blanks (E) Working Group regarding Long-Term Care Experience Forms for the Life, 

Health, and Property/Casualty annual statements.   
 
NAIC/CONSUMER LIAISON COMMITTEE 
 
March 10, 2007—New York, NY 
 
1. Received introductions from the 2007 funded consumer representatives. 
 
2. Received an overview from the NAIC’s funded consumer representatives regarding Federal health care legislation and 

the implications these initiatives would have on state-based protections.  
 
3. Received an overview from the NAIC’s funded consumer representatives regarding the reinvention and modernization of 

state insurance regulation. This overview included the following topics: 
 

o The states have a competitive advantage over Federal regulation in the area of market regulation if the states work 
to modernize market regulation to focus on market analysis. 
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o Life insurance, including insurers’ use of future travel destinations for underwriting and rating and the NAIC’s 
proposals to address Stranger Owned Life Insurance. 

o The Interstate Compact and concerns regarding the lack of high uniform standards and transparency of the 
process. 

o Auto and homeowners insurance issues, including how insurers continue to carve out coverages and the need for 
the NAIC to develop a coherent framework regarding the role of the Federal government. 

 
Dec. 9, 2006—San Antonio, TX 
 
1. Recognized Bonnie Burns for her years of service as a NAIC funded consumer representative. Bonnie Burns is a 

consumer advocate specializing in senior issues and has served as a NAIC funded consumer representative since the 
inception of the NAIC’s Consumer Representative Program in 1992. With her pending retirement, this was Bonnie’s last 
NAIC meeting.  
 

2. Received reports from the NAIC’s funded consumer representatives regarding their assessment of how well the NAIC 
membership has addressed consumer issues during 2006. The funded consumer representatives addressed the following 
areas:  
a) Health Insurance Issues: The focus was on the Unauthorized Transaction of Insurance Criminal Model Act, the 

Discount Medical Card Model Act, the Health Care Choice Act and the Enzi Bill. 
b) Life Insurance Issues: The focus was on travel underwriting, viatical settlements and annuities. 
c) Consumer Disclosures: The focus was on the Consumer Information Source, Insure U and the need for the NAIC to 

become more involved in the efforts of the U.S. Financial Literacy and Education Commission. 
d) Market Regulation: The focus was on the need for more data collection and the centralized sharing of data among 

the states. 
e) National Catastrophes: The focus was on the need for the NAIC to develop a unified position on this issue and that 

this position should not allow companies to privatize profits and socialize unwanted risks. 
f) Interstate Compact 

 
3. Received a presentation on the federal Long-Term Care Insurance Partnership Programs and Medicaid.  
 
NAIC/INDUSTRY LIAISON COMMITTEE 
 
The NAIC/Industry Liaison Committee did not meet during the 2007 Spring National Meeting. 
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Drafted: 6/28/07 
 

Synopsis of the NAIC Committee, Subcommittee and Task Force Meetings 
2007 Summer National Meeting 

San Francisco, California 
June 1-4, 2007 

 
To:  Members of the NAIC 
From: The Staff of the NAIC 
 
Committee Action 
 
The NAIC staff has reviewed the reports of the various committees, subcommittees and task forces. Below is an outline of 
major actions taken during the NAIC Summer National Meeting in San Francisco, CA. The staff hopes this outline will 
provide the NAIC members with assistance in reviewing the meeting reports. 
 
JOINT EXECUTIVE (EX) COMMITTEE/PLENARY 
 
June 4, 2007—San Francisco, CA 
 
1. Adopted the June 3, 2007 oral report of the Executive (EX) Committee. 
 
2. Adopted by consent the Committee, Subcommittee and Task Force minutes of the 2007 Spring National Meeting, March 

10-12, 2007, except for items #3 - #12 referenced below. 
 
3. Adopted the report of the Life Insurance and Annuities (A) Committee, which included adoption of amendments to the 

Viatical Settlements Model Act (#697). The amendments include addressing the issue of stranger-originated life 
insurance, requiring enhanced disclosure and clarifying bonding requirements. 

 
4. Adopted the report of the Health Insurance and Managed Care (B) Committee, which included adoption of the Prepaid 

Limited Health Service Organization Model Act (#68), and Prevention of Unauthorized Multiple Employer Welfare 
Arrangements (MEWAs) and Other Unauthorized Insurers Model Regulation (Model #220) New Appendix. 

 
5. Adopted the report of the Property and Casualty Insurance (C) Committee, which included adoption of the Guidelines for 

Regulations and Legislation on Workers’ Compensation Coverage for Professional Employer Organization 
Arrangements. 

 
6. Adopted the report of the Market Regulation and Consumer Affairs (D) Committee. 
 
7. Adopted the report of the Financial Condition (E) Committee, which included a new charge to create a Disaster 

Reporting (E) Working Group. 
 
8. Adopted the report of the Financial Regulation Standards and Accreditation (F) Committee. 
 
9. Adopted the report of the International Insurance Relations (G) Committee. 
 
10. Adopted the report of the Information Resources Management (H) Committee. 
 
11. Adopted the report of the Military Sales (EX) Working Group, which included adoption of the Military Sales Practices 

Model Regulation. 
 
12. Adopted the report of the Principles-Based Reserving (EX) Working Group. 
 
13. Adopted the report of the Broker Activities (EX) Task Force. 
 
14. Adopted the report of the Climate Change and Global Warming (EX) Task Force. 
 
15. Adopted the report of the Government Relations Leadership Council (EX) Task Force. 
 
16. Adopted the report of the Speed to Market (EX) Task Force. 
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March 11, 2007—New York, NY 
 
1. Adopted by consent the Committee, Subcommittee, and Task Force minutes of the 2006 Winter National Meeting, Dec. 

9-12, 2006, except for items 2-9 referenced below. 
 
2. Adopted the report of the Life Insurance and Annuities (A) Committee, which included reviewing the Viatical 

Settlements Model Act (#697) (Draft: 12/10/06) prior to consideration by Executive/Plenary at the 2007 Summer 
National Meeting in San Francisco, California. 

 
3. Adopted the report of the Health Insurance and Managed Care (B) Committee, which included adoption of the Group 

Health Insurance Model Act (#100) (Draft: 12/10/06); Small Employer Health Insurance Availability Model Act (Model 
#119); and Small Employer Health Insurance Availability Model Act (Model #118). The Committee also adopted its 
Feb. 26, 2007 minutes, which included revisions to the Medigap Model.  

 
4. Adopted the report of the Property and Casualty Insurance (C) Committee, which included the Standards for Monitoring 

Compulsory Auto Insurance and Financial Responsibility Laws.  
 
5. Adopted the report of the Market Conduct and Consumer Affairs (D) Committee.  
 
6. Adopted the report of the Financial Condition (E) Committee, which included amendments to the Insurer Receivership 

Model Act (IRMA) (#555) (Draft: 10/17/06) (Section 712: Administration of Loss Reimbursement Policies); and 
amendments to the Insurer Receivership Model Act (IRMA) (#555) (Draft: 7/11/06) (Section 801: Priority of 
Distribution). 

 
7. Adopted the report of the Financial Regulation Standards and Accreditation (F) Committee. 
 
8. Adopted the report of the International Insurance Relations (G) Committee.  
 
9. Adopted reports for the Executive (EX) Committee Working Groups and Task Forces, which include Principles-Based 

Reserving; Military Sales; Broker Activities; Climate Change and Global Warming; Government Affairs; and Speed to 
Market. 

 
10. Received the report from the NIPR Board of Directors, which included adoption of its 2007 proposed budget and 

resources needed to fund the NIPR’s participation in the joint NAIC/NIPR Producer Licensing Database and System 
Reengineering Project. The Board also decided to restructure the pricing for the NIPR’s producer licensing related 
transactions effective July 1, 2007. 

 
11. Adopted the report of the Consumer Board of Trustees, which included revisions to its Plan of Operation. 
 
EXECUTIVE (EX) COMMITTEE 
 
June 3, 2007—San Francisco, CA 
 
1. Heard an overview of the new model law development framework, discussed criteria, and answered questions. 
 
2. Determined that the following models met the criteria for development of a model act: 

• Military Sales Practices Model Regulation.  
• Viatical Settlements Model Act (#697). 
• Standard Nonforfeiture Law for Life Insurance (#808). 
• Standard Valuation Model Law (#820).  
• Medical Malpractice Closed Claim Reporting Model Law. 
• Long Term Care Insurance Model Act – Section 9 Producer Training Requirements.  
• Uniform Health Carrier External Review Model Act.  

 
3. Adopted the report of the Internal Administration (EX1) Subcommittee of June 2, 2007.  
 
4. Received the report of the NIPR Board of Directors.  
 
5. Received the report and ratified the election results of the SERFF Board of Directors.  
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Principles-Based Reserving (EX) Working Group 
 
June 3, 2007—San Francisco, CA 
 
1. Released for a 60-day comment period the draft principles and action items document. 
 
2. Adopted a memo to send to the various NAIC task forces and working groups impacted in the exposed principles and 

action items document. 
 
3. Adopted a revised charge for the Life and Health Actuarial Task Force to develop forms and requirements for a 

statistical agent with consideration for more than just Model Regulation No. 815. 
 
 March 12, 2007—New York, NY 
 
1. Established a set of standard rules of operations: 

• The Working Group shall only charge or request support from outside organizations, NAIC committees and task 
forces. 

• Communication will be between the charged entity and the Working Group. 
• Desired NAIC principles-based reserving action shall be requested through the Working Group, with the Working 

Group deciding which groups should consider the action. 
• Technical issues are to be resolved at the technical group level rather than in the Working Group. 
• The Working Group will review actions taken by the NAIC committees before they are presented to the Executive 

(EX) Committee. 
 

2. Received reports from the American Academy of Actuaries (AAA) on: 
• AAA 2007 goals and timelines. 
• Current policy issues. 
• Methods to generate dialogue and consensus. 
 

3. Directed the NAIC staff: 
• To coordinate with the AAA to develop a proposed timeline for principles-based reserving to be presented at the 

2007 Summer National Meeting.  
• To coordinate with representatives of the NAIC committees and task forces to compile recommendations for 

mapping of current AAA initiatives and issues on the NAIC timeline for principles-based reserving. 
 

4. Received comments from the ACLI requesting: 
• A project plan, including the ultimate goal of the conversion to a principles-based approach. 
• Consideration of tax consequences. 
• Consideration of solvency and receivership issues. 

 
5. Charged the Life and Health Actuarial Task Force with recommending standardized forms for experience reporting and 

procedures for the NAIC designation of a statistical agent relative to Model Regulation No. 815. 
 
Broker Activities (EX) Task Force 
 
The Broker Activities (EX) Task Force did not meet during the 2007 Summer National Meeting. 
 
March 12, 2007—New York, NY 
 
1. Discussed ongoing investigations and specific companies and entities with regulatory issues impacting multiple 

jurisdictions. This discussion occurred in executive session in accordance with Paragraphs 2 and 3 of the NAIC Policy 
Statement on Open Meetings.  
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Climate Change and Global Warming (EX) Task Force 
 
June 4, 2007—San Francisco, CA 
 
1. Heard discussions on the need for disclosures by insurance companies on the impact of global warming on their 

businesses from representatives of the National Association of Mutual Insurance Companies, the National Resources 
Defense Council, CERES, the American Insurance Association and the Center for Economic Justice. The parties 
discussed whether enhances disclosures are necessary and if so, what information should be disclosed by insurers and 
what form such disclosures should take. The invited participants discussed the pros and cons of requiring insurers to 
report data on climate change and global warming risks through potential interrogatories in NAIC annual statement 
filings.  

 
March 10, 2007—New York, NY 
 
1. Received a draft of the Overview of the Potential Insurance-Related Impacts of Climate Change on Insurance Regulators 

report. The NAIC staff reported that the draft is a starting point intended to identify issues of interest and that no 
recommendations have been considered at this time. Commissioner Kreidler encouraged the Working Group to provide 
any suggestions to the report to the NAIC staff. 

 
2. Received a presentation on Climate Change Measurements in 63 climate zones from Henry Fox (Fox Consulting). Mr. 

Fox discussed his research on historical weather trends in separate weather zones throughout the U.S. over a 50-year 
period in an effort to forecast future weather trends. His findings suggest that some zones show increases in average 
temperature or rainfall while other zones show decreases. He did not believe his findings supported the overall global 
warming theories. He suggested that his work could be used by the insurance industry to better understand long-term 
weather-related risks in the weather zones examined. 

 
3. Provided an opportunity for representatives of the insurance industry to discuss efforts to influence climate change. Dave 

Reddick of the National Association of Mutual Insurance Companies (NAMIC) discussed the creation of a Web site, 
www.climateandinsurance.org, designed to provide a resource for industry professionals to learn more about climate 
change and its possible implications for the property/casualty industry. 

 
4. Discussed the progress of the white paper on the Implications of Climate Change for Insurers and Regulators. Director 

Tim Wagner said the overview report had been issued and recommended the Working Group begin work on a related 
white paper. He said a team of volunteers would write the initial draft. He stressed the importance of state regulators to 
determine the role of regulators in finding solutions to the climate change and global warming issues. 

 
Government Relations Leadership Council (EX) Task Force 
 
June 4, 2007—San Francisco, CA 
 
1. Received an update on the activities of the Coalition Opposing Federal Regulation on Insurance (COFIR). The COFIR 

representative expressed their opposition to any optional federal charter (OFC) for insurance and encouraged the NAIC 
to work to oppose an OFC. 

 
2. Commissioner Cline reported that the Council of State Governments (CSG) is taking up a resolution opposing an OFC. 

She will be taking part in the CSG meeting later in June. 
 
3. NAIC staff reported that an OFC bill was introduced in the Senate. No major action on the OFC is imminent. 
 
4. NAIC staff reported on status of health related hearings. Staff reported that there have been a number of hearings on 

Medicare Advantage plans and on state health insurance innovations.  
 
5. NAIC staff reported on the status of the TRIA legislation. Staff reported that a bill is expected soon, but that activity on 

the bill has been slower than expected. 
 
6. NAIC staff reported on the status of legislation to handle natural catastrophes. Staff reported that there are a number of 

proposals being worked on in both the House and Senate, but no action is imminent. 
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7. NAIC staff reported on the status of the Surplus Lines/Reinsurance bills. Staff reported that this bill has been introduced 
in both the House and Senate and could advance at any time in the House. 

 
8. Commissioner Ario reported that the B Committee has prepared recommendations for increased flexibility from federal 

laws and regulations regarding health insurance. 
 
March 12, 2007—New York, NY 
 
1. Met in executive session pursuant to paragraph 8 of the NAIC Policy Statement on Open Meetings (Consideration of 

strategic planning issues relating to legislative matters). 
 
Speed to Market (EX) Task Force 
 
June 4, 2007—San Francisco, CA 
 
1. Adopted the report of the Interstate Compact National Standards (EX) Working Group which adopted the Standards for 

Guaranteed Insurability Benefits recommended by the Life Subgroup. 
 
2. Adopted the report of the Operational Efficiencies (EX) Working Group. 
 
3. Adopted the report of the Personal Lines Market Regulatory Framework (EX) Working Group in which the working 

group established a June 13, 2007 deadline for written comments on its most recent draft of the white paper. 
 
4. The Task Force adopted the Standards for Guaranteed Insurability Benefits recommended by the Interstate Compact 

National Standards (EX) Working Group. 
 
March 12, 2007—New York, NY 
 
1. Appointed three working groups, the Operational Efficiencies (EX) Working Group, the Personal Lines Market 
 Regulatory Framework (EX) Working Group, and the Interstate Compact National Standards (EX) Working Group. 
 
2. Adopted the Operational Efficiencies (EX) Working Group’s revisions to the timing for implementing Speed to Market 
 Tool annual revisions. 
 
3.  Exposed for comment the Personal Lines Market Regulatory Framework (EX) Working Group proposal to conduct a 
 pilot project testing pricing freedom for insurers in exchange for greater transparency for insurance consumers and 
 established a March 30, 2007 deadline for submission of written comments on the proposed pilot project. 
 
4. Adopted the Interstate Compact National Standards (EX) Working Group’s Standards for Individual Flexible Premium 
 Deferred Non-Variable Annuity Contract Standards with an Index-Linked Crediting Feature, and Standards for 
 Individual Long Term Care Insurance Adverting Material. 
 
INTERNAL ADMINISTRATION (EX1) SUBCOMMITTEE 
 
June 2, 2007—San Francisco, CA 
 
1. Reviewed the planning schedule for the 2008 budget.  
 
2. Received a report from Cathy Weatherford, NAIC Executive Vice President/CEO regarding various administrative, 

operational and management activities of the NAIC since the 2007 Spring National Meeting. 
 
3. Received a report from Cathy Weatherford regarding the results of the NAIC’s renewal of employee benefit coverages, 

and general insurance coverages.  
 
4. Received a report from Kay Noonan, NAIC General Counsel regarding developments on the proposed Line of Credit 

Agreement and Administrative Services Agreement for the Interstate Insurance Product Regulation Commission 
(IIPRC). In this regard, Counsel reported the agreements had been approved by the IIPRC’s Management Committee and 
the Commission’s membership, without exceptions. The Subcommittee authorized Cathy Weatherford to execute the 
agreements. 
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5. Considered potential quarterly meeting sites for the year 2012 and ultimately selected Phoenix, Indianapolis and Orlando 

for the spring, summer and winter meetings, respectively. Following a prior decision, the 2012 fall quarterly meeting will 
be held in Washington DC.  

 
6. Authorized the NAIC officers to sign a corporate resolution authorizing Jeffrey C. Johnston, in addition to Catherine J. 

Weatherford, as a signatory on NAIC investment accounts.  
 
7. The Subcommittee did not receive a report from the Audit Committee, as the group was scheduled to meet following the 

Executive Committee meeting June 3, 2007. Commissioner Jane Cline, Audit Committee Chair, indicated a formal 
report would be submitted subsequent to their meeting.  

 
March 10, 2006—New York, NY 
 
1. Received a report from BKD LLP on its audit of the NAIC’s 2006 financial statements. For the year 2006, BKD 

provided a clean opinion on the NAIC financial statements, and reported no adverse findings regarding the NAIC’s 
internal controls over financial reporting.  

 
2. Received a report from the Audit Committee. Commissioner Cline reported the Committee met with the Audit Partner of 

BKD to discuss the audit results as well. Commissioner Cline also reported on the financial performance of the NAIC in 
2006.  

 
3. Adopted a proposal that would establish a line of credit for Interstate Insurance Product Regulation Commission 

(IIPRC). The NAIC staff was directed to communicate the Subcommittee’s proposal to IIPRC’s Executive Director for 
consideration by the Commission’s Management Committee.  

 
4. Adopted a proposed License and Services Agreement for IIPRC, and directed the NAIC staff to communicate the 

agreement to IIPRC’s Executive Director for consideration.  
 
5. Received a status report from the NAIC staff on the State Producer Licensing Reengineering Project. The staff reported 

the project is on track and proceeding in a positive direction from a budget, business, technology, and development 
perspective.  

 
6. Received a report from the NAIC Deputy Executive Vice President regarding various administrative, operational and 

management activities of the NAIC since the 2006 Winter National Meeting.  
 
7. Received a status report from the NAIC staff regarding the NAIC’s State-Based Systems initiative. 
 
LIFE INSURANCE AND ANNUITIES (A) COMMITTEE 
 
June 3, 2007—San Francisco, CA 
 
1. Adopted a resolution supporting September 2007 as Life Insurance Awareness Month. 
 
2. Adopted its April 2, 2007 and May 16, 2007, conference call minutes.  
 
3. Adopted a report of the Life and Health Actuarial Task Force. 
 
March 11, 2007—New York, NY 
 
1. Received the report of the Life and Health Actuarial Task Force. 
 
2. Discussed revisions to the Unfair Trade Practices Act related to travel underwriting in life insurance. The Committee 

considered the report of the Travel to Foreign Countries (A) Working Group and its proposal for revising the Unfair 
Trade Practices Act to address the issue of travel underwriting. During its discussions, the Committee considered and 
adopted an amendment suggested by the Alabama Department of Insurance as a substitute to the revisions suggested by 
the Working Group. The Committee ultimately adopted the revisions to the Unfair Trade Practices Act, as revised, but 
decided to defer reporting its work to the Joint Executive (EX) Committee/Plenary at the 2007 Summer National 
Meeting until it could discuss the issues further.  
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3. Discussed its charge to review and revise, as necessary, the Buyer’s Guides to Fixed Deferred Annuities in conjunction 
with Appendix A of the Annuity Disclosure Model Regulation and the Life Insurance Buyer’s Guide in conjunction with 
Appendix A of the Life Insurance Disclosure Model Regulation. The Committee decided to discuss how to carry out its 
charge during an upcoming conference call. 

 
4. Discussed the Guidelines on Corporate Owned Life Insurance. These Guidelines are being reviewed as part of the NAIC 

model law review initiative. The Committee voted to retain these guidelines in the official list of Model Laws, 
Regulations and Guidelines.  

 
5. Received the report of the Life and Health Actuarial Task Force. The Task Force is continuing its work to implement a 

principles-based reserving system. The Task Force exposed several documents related to converting to a principles-based 
reserving system. The Task Force discussed possible revisions to a new proposed actuarial guideline for establishing 
reserves for variable annuities (AG VACARVM). The Task Force decided to wait until survey results were available 
before exposing any changes to the proposed guideline. The Task Force exposed for comment a combined redraft of 
Principles-Based Reserve for Life Products Model Regulation and proposed actuarial guidelines (AG VAL-PBR) and 
(AG DIS). Finally, the Task Force voted to continue support of Model Law 820 (Standard Valuation Law) and Model 
Regulation 814 (Recognition of the 2001 CSO Mortality Table) and Model Regulation 822 (Actuarial Memorandum 
Regulation).  

 
HEALTH INSURANCE AND MANAGED CARE (B) COMMITTEE 
 
June 4, 2007—San Francisco, CA 
 
1. Adopted its May 23, 2007, conference call minutes. 
 
2. Adopted a new charge to review issues concerning the development of a uniform individual health insurance 

underwriting application form and, as appropriate, develop a uniform individual health insurance underwriting 
application form as a model law or as an amendment to an existing model law. The Committee also approved requesting 
model law development for this charge.  

 
3. Adopted the Regulatory Framework (B) Task Force report, which included adopting the NAIC staff recommendations 

for retaining the NAIC models: Nondiscrimination in Health Insurance Coverage in the Group Market Model 
Regulation; and Group Coverage Discontinuance and Replacement Model Regulation. 

 
4. Adopted the Senior Issues (B) Task Force report, which included adopting the technical revisions to Section 9 – 

Producer Training Requirements of the Long Term Care Insurance Model Act. 
 
5. Adopted the Accident and Health Working Group report, which included approving model law development for 

revisions to the Regulation to Implement the NAIC Medicare Supplement Insurance Minimum Standards Model Act 
(Model 651). 

 
March 12, 2007—New York, NY 
 
1. Adopted the Regulatory Framework (B) Task Force report. 
 
2. Held a public hearing on State Innovative Concepts. The Committee heard testimony from several experts on individual 

mandates and health insurance exchanges, Consumers Union on individual market reforms, Commonwealth Fund on 
innovative state programs, and the states of Vermont and Oklahoma gave presentations on reform proposals in those 
states. 

 
3. Received an update on federal issues. The NAIC staff highlighted a number of federal bills and noted there still was no 

funding for high risk pools and encouraged Committee members to contact their congressional delegation concerning 
this issue.  
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4. The Regulatory Framework (B) Task Force discussed and adopted revisions to the Prepaid Limited Health Service 
Organization Model Act (Model #68). The revisions make the model specifically apply to Medicare Prescription Drug 
Plans (PDPs) and make changes to financial requirements to require prepaid limited health service organizations 
maintain a minimum tangible net equity equal to the greater of $100,000 or the amount necessary as required under the 
NAIC Risk Based Capital for Health Organizations Model Act. The Task Force also received a report from the ERISA 
(B) Subgroup. As part of the receipt of the Subgroup’s report the Task Force adopted the Reporting Form – 
Unauthorized MEWA or Health Coverage Program, as revised. The Subgroup had agreed to develop such a form as part 
of its work on the NAIC Prevention of Unauthorized Multiple Employer Welfare Arrangements (MEWAs) and Other 
Unauthorized Insurers Model Regulation (Model 220). The report form will be a new appendix to the model. 

 
5. Received the Senior Issues (B) Task Force report. The Task Force discussed its ongoing concerns relating to 

implementation of the Medicare Part D prescription drug program. This included a discussion of federal waivers from 
state licensing requirements, and state actions to waive or modify state seasoning requirements for prescription drug 
plans. A representative of the Centers for Medicare and Medicaid Services (CMS) reported on the implementation of a 
Memorandum of Understanding (MOU) between state Departments of Insurance and CMS. The MOU is designed to 
facilitate the sharing of compliance-related information concerning Medicare Part D and Medicare managed care plans. 
Discussed the move of long-term care insurance issues back under the Task Force. The Task Force will review existing 
charges and look to developing a work plan for the Task Force with respect to long-term care insurance issues. The Task 
Force agreed to make technical corrections to the Long-Term Care Insurance Model Act to clarify that the producer 
training requirements apply to newly licensed agents, as well as currently licensed agents. As written, the Model Act is 
silent as to requirements for agents licensed after July 1, 2008.  

 
6. Received a report from the Accident and Health Working Group. The Working Group adopted revisions to the Health 

Reserves Guidance Manual. The Working Group discussed a proposal to expand the required actuarial opinion for the 
health insurance annual statement to be similar to the property and casualty insurance annual statement requirements. A 
subgroup will be considering revisions to the health annual statement instructions. Finally, the Working Group reviewed 
a referral from the Blanks (E) Working Group regarding Long-Term Care Experience Forms for the Life, Health, and 
Property/Casualty Annual Statements. A subgroup will be discussing the elimination of the requirement of a separate 
signature of the qualified actuary responsible for completing the experience forms. In addition, the subgroup will 
consider a recommendation on a form to report information on long-term care products attached to life insurance or 
annuity policies. 

 
REGULATORY FRAMEWORK (B) TASK FORCE 
 
June 3, 2007—San Francisco, CA 
 
1. Adopted the NAIC staff recommendations for retaining the Nondiscrimination in Health Insurance Coverage in the 

Group Market Model Regulation (Model #107); and Group Coverage Discontinuance and Replacement Model 
Regulation (Model #110).   

 
March 11, 2007—New York, NY 
 
1. Adopted revisions to the Prepaid Limited Health Service Organization Model Act (Model #68).  
 
2. Adopted the Reporting Form – Unauthorized MEWA or Health Coverage Program. 
 
SENIOR ISSUES (B) TASK FORCE 
 
June 3, 2007—San Francisco, CA 
 
1. The Task Force adopted technical corrections to the Long Term Care Insurance Model Act to clarify the producer 

training requirements apply to newly licensed agents, as well as currently licensed agents.  
 
2. The Task Force adopted the following motion: “Under the current regulatory structure, state insurance departments do 

not have sufficient regulatory authority over MMA plans to adequately protect their Medicare-eligible population from 
the marketing and sales abuses currently experienced in this market. It is therefore moved that the NAIC take the 
position that greater regulatory authority be given to state insurance departments over MMA plans using the Medicare 
supplement regulatory model contained in 1395 ss., as a template to implement such regulatory authority. It is further 
moved that the NAIC offer its resources to work with Congress and the CMS to consider such a regulatory approach.”  
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March 10, 2007—New York, NY 
 
1. The Task Force agreed to make technical corrections to the Long-Term Care Insurance Model Act to clarify that the 

producer training requirements apply to newly licensed agents, as well as currently licensed agents. As written, the 
Model Act is silent as to requirements for agents licensed after July 1, 2008.  

 
2. Discussed the Task Force's ongoing concerns relating to implementation of the Medicare Part D prescription drug 

program. This included a discussion of federal waivers from state licensing requirements, and state actions to waive or 
modify state seasoning requirements for prescription drug plans.  

 
3. Received a report from a representative of the Centers for Medicare and Medicaid Services (CMS) and a small working 

group of states on implementation of a Memorandum of Understanding (MOU) between state departments of insurance 
and CMS. The MOU is designed to facilitate the sharing of compliance-related information concerning Medicare Part D 
and Medicare managed care plans.  

 
4. Received a presentation from a representative of CMS on Medicare Medical Savings Accounts (MSAs). Medicare 

MSAs, which have been available for sale since January 2007, are a Medicare Advantage product combining high 
deductible health plans with medical savings accounts.  

 
5. Received a report of the Medigap Modernization (B) Subgroup. The Subgroup held a working session to continue work 

on developing guidance to the states on new or innovative benefits for inclusion in the Medicare Supplemental Insurance 
Model Regulation Compliance Manual. The Subgroup plans to continue their work by conference call in April.  

 
6. Received a report from a representative of CMS on other Medigap issues, including timelines for the release of 

upcoming CMS publications, guidance, and tools.  
 
7. Discussed the move of long-term care insurance issues back under the Senior Issues (B) Task Force. The Working Group 

will review existing charges and look to develop a work plan for the Task Force with respect to long-term care insurance 
issues.  

 
8. Discussed issues being faced by the states in implementing the LTC Partnership program. 
 
9. Received a summary of federal progress in developing the reporting standards and reciprocity standards for the LTC 

Partnership program. 
 
PROPERTY AND CASUALTY INSURANCE (C) COMMITTEE 
 
June 4, 2007—San Francisco, CA 
 
1. Adopted the May 23, 2007, conference call minutes. 
 
2. Adopted a revision to its 2007 charges by adding: Hold a public hearing at the 2007 Fall National Meeting to gather 

information on the appropriate regulatory framework for monitoring the activities of catastrophe risk modelers. Explore 
whether laws and regulations governing rating or advisory organizations are broad enough to be applied to catastrophe 
modeling vendors. Investigate recent changes by catastrophe modelers to shorten the time period used in hurricane 
models and consider whether scientific evidence supports these methodology changes. Explore whether a public model 
would be beneficial to assist insurance regulators in monitoring the activities of catastrophe modeling vendors and 
insurers that use the catastrophe loss cost information in their rating systems. Make recommendations regarding the 
appropriate regulatory framework, the appropriateness of the use of a reduced experience period in hurricane models, 
regulatory best practices for monitoring the activities of modelers and insurers’ use of modeled output and whether a 
public model should be developed by the 2007 Winter National Meeting. 

 
3. Adopted the Crop Insurance (C) Working Group request to distribute to all members its model letter and accompanying 

bulletin for state regulators to use as guidance for requests from cooperatives and trade associations to participate in the 
Risk Management Agency’s (RMA) Cooperative and Trade Association Rebate Program. 

 
4. Adopted Governance Standards for Risk Retention Groups to be presented to the Financial Condition (E) Committee for 

the Financial Condition Examiners Handbook. 
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5. Exposed the Casualty Actuarial (C) Task Force potential change to Schedule P instructions regarding discounting for 30 
days. 

 
6. The Profitability (C) Working Group published the Report on Profitability By Line By State in 2005. 
 
7. Adopted the Statistical Information (C) Task Force recommendation for the development of a Medical Malpractice 

Closed Claim Reporting Model Law. 
 
March 12, 2007—New York, NY 
 
1. Appointed the Advisory Organization Examination Protocol (C) Working Group; Catastrophe Insurance (C) Working 

Group; Earthquake (C) Subgroup to the Catastrophe Insurance (C) Working Group; Consumer Guides (C) Working 
Group; Crop Insurance (C) Working Group; Risk Retention (C) Working Group; Terrorism Insurance Implementation 
(C) Working Group; and the Title Insurance Issues (C) Working Group. 

 
2. The Casualty Actuarial (C) Task Force provided a response to the Casualty Actuarial Society’s (CAS) regarding the draft 

Education White Paper, Feb. 27, 2007. 
 
3. The Statistical Information (C) Task Force approved the publication of the 2004 Dwelling Fire, Homeowners Owner-

Occupied, and Homeowners Tenant and Condominium/Cooperative Unit Owner’s Insurance. 
 
4. The Statistical Information (C) Task Force requests comments on its Feb. 12, 2007 draft of the Medical Malpractice 

Closed Claim Reporting Model Law to be discussed by March 13, 2007. The Task Force will review the draft during its 
next conference call. 

 
5. The Statistical Information (C) Task Force adopted a recommended revision to its 2007 charges by adding: Work with 

the U.S. Department of Health and Human Services, Administration for Children and Families' Office of Child Support 
Enforcement (OCSE) on the Insurance Match initiative and report to the Property and Casualty (C) Committee by the 
2007 Winter National Meeting. 

 
6. The Workers’ Compensation (C) Task Force will form a focus group to provide comments by the deadline date, March 

30, 2007 to the National Conference of Insurance Legislators (NCOIL) on that legislative organization’s draft PEO 
Model Act. The Task Force planned to form a focus group to provide comments shortly after the conclusion of the NAIC 
2007 Spring National Meeting. 

 
7. The Risk Retention (C) Working Group extended the comment period of the Risk Retention Group Corporate 

Governance Standards until April 11, 2007. 
 
8. The Consumer Guides Review (C) Working Group added to its 2007 charge to include “Develop best practices for the 

design and implementation of consumer premium comparison guides for personal auto and homeowners insurance.” 
 
CASUALTY ACTUARIAL (C) TASK FORCE 
 
June 4, 2007—San Francisco, CA 
 
1. Exposed a potential change to Schedule P instructions regarding discounting for 30 days. 
 
2. Agreed to complete an industry risk transfer survey. 
 
3. The Profitability (E) Working Group published the Report on Profitability by Line by State (2005 data). 
 
March 12, 2007—New York, NY 
 
1. Adopted a response via e-mail vote to the Casualty Actuarial Society (CAS) about its draft Education White Paper. 
 
2. Requested the Property and Casualty Insurance (C) Committee allow New Jersey to replace Michigan on the Task Force. 
 
3. Received the interim conference call minutes from the Feb. 13 and Feb. 22, 2007 conference calls.  
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4. Noted that they adopted a Task Force response about the Casualty Actuarial Society’s (CAS) draft Education White 
Paper via e-mail vote and sent the response to the CAS on Feb. 27, 2007. 

 
5. Received reports by numerous Subgroups of the Task Force.  

• The Extended Loss Subgroup’s proposal to modify Interrogatory #1 in Schedule P was adopted by the Blanks (E) 
Working Group for 2008 financial reporting. The Subgroup expects to resume further activities this summer. 

• The Intercompany Pooling Subgroup is working with the Statutory Accounting Principles (E) Working Group 
concerning 0% pooling. They will work together while discussing modifications to statutory accounting guidance 
and to the instructions for the Statement of Actuarial Opinion. 

• The International Subgroup provided summaries of the GIRO and the International Actuarial Association (IAA) 
risk margin papers. The Subgroup will meet via conference call in a few weeks to discuss the issues in these 
papers and to determine what actions to recommend to the Task Force to take. They also will discuss the IAA’s 
draft internal models standard and whether any of the responses should be coordinated with the Life and Health 
Actuarial Task Force. 

• The P&C Actuarial Role in Risk Focused Surveillance Subgroup has held a couple of meetings and has drafted an 
initial version of training about reserves. The Subgroup will develop this further and will work with the Risk 
Implementation (E) Subgroup to get feedback. Comments were received by the Risk Assessment (E) Working 
Group regarding the Task Force’s letter about the potential role of the P&C actuary in the enhanced risk-focused 
surveillance process. The Working Group will likely refer those comments to the Task Force to consider in the 
development of training material. 

• The Workers’ Compensation Large Deductible (C) Subgroup presented potential surveys about the tax 
assessments and current large deductible data requests and received comments from PCI and the American 
Academy of Actuaries (AAA). The Subgroup will have an open meeting to finalize a proposal for these surveys, 
to decide who would receive the survey requests, and to decide what deadline to set for return of the surveys. The 
Subgroup will present a proposal to the Task Force for adoption on the April conference call. 

 
6. Received a report from the Profitability Report (C) Working Group that they are nearing completion of the 2005 report.  
 
7. Received a report on principles-based reserving activities. 
 
8. Noted that the Blanks (E) Working Group adopted the P&C line of business changes, deferring changes to excess 

workers’ compensation. One issue was that coordination might be needed with this Task Force on the potential large 
deductible proposals. 

 
9. Noted that the Property and Casualty Actuarial Opinion Model Law will be considered for accreditation at the Summer 

National Meeting by the Financial Regulation Standards and Accreditation (F) Committee.  
 
10. Received a report from the American Academy of Actuaries (AAA). The AAA will work with the Task Force to answer 

some additional questions they have received about the Loss Reserve Practice Note. There are some questions about the 
pre-paid third-party administration (TPA) loss adjustment costs. The AAA is also tracking international financial 
reporting issues more closely. 

 
11. Requested the Property and Casualty Insurance (C) Committee allow New Jersey to replace Michigan on the Task Force.  
 
STATISTICAL INFORMATION (C) TASK FORCE 
 
The Statistical Information (C) Task Force met via conference call March 20, April 17 and May 15, 2007.  
 
1. The Task Force adopted a motion for the development of a Medical Malpractice Closed Claim Reporting Model Law. 

The request was forwarded to the Property and Casualty Insurance (C) Committee for consideration. 
 
2. The Task Force adopted the March 20, 2007, and April 17, 2007, conference call minutes. 
 
March 2007—New York, NY 
 
The Statistical Information (C) Task Force met via conference call in executive session Jan. 10, 2007. 
 
1. The Task Force adopted the 2004 Dwelling Fire, Homeowners Owner-Occupied, and Homeowners Tenant and 

Condominium/Cooperative Unit Owner’s Insurance report and released it for publication. 
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2. The Task Force adopted a recommended revision to its 2007 charges specifically addressing the need to work with the 
Office of Child Support Enforcement. 

 
SURPLUS LINES (C) TASK FORCE 
 
June 4, 2007—San Francisco, CA 
 
1.  Commissioner Jim Donelon (LA) indicated that he would request an interim conference call of the Task Force and also 

request a meeting at the Fall National Meeting as this issue has potentially significant impact on the future regulation of 
the excess and surplus lines industry. 

 
WORKERS’ COMPENSATION (C) TASK FORCE 
 
June 4, 2007—San Francisco, CA 
 
1. Received a report from the Large Deductible Implementation (C) Working Group, which reported that Working Group 

members will proceed with developing guidelines with regard to large deductibles instead of a model law in light of the 
NAIC’s recent changes to the model law development procedures. 

 
2. Received a report from the NAIC/IAIABC Joint (C) Working Group, which reported that work on an Independent 

Contractor White Paper is in progress and discussions were held about cross-border coverage for emergency workers. 
 
3. Received a report from the Professional Employer Organization Model Law (C) Working Group, which reported that the 

Guidelines for Regulations and Legislation on Workers’ Compensation Coverage for Professional Employer 
Organization Arrangements had been recently adopted by the NAIC Executive and Plenary and that the Working Group 
would no begin to focus on developing implementation guidelines. 

 
4. Received a report from the Settlement Review (C) Working Group, which informed the Task Force of recently filed 

lawsuits involving the National Workers’ Compensation Reinsurance Pool (NWCRP) and the American Insurance 
Group (AIG) in Illinois and New York. 

 
March 10, 2007—New York, NY 
 
1. Adopted the “Workers’ Compensation Coverage for Professional Employer Organization Arrangements Model 

Regulation” (March 11, 2007 revision), developed through the Professional Employer Organization Model Law Working 
Group.  

 
2. Adopted to form a Task Force focus group to provide comments to NCOIL regarding that legislative organization’s draft 

PEO Model Act. 
 
3. Received welcome from the Task Force’s new chair, Director Merle Scheiber (SD). 
 
4. The Large Deductible Study Implementation (C) Working Group reported on progress it has made in developing the 

draft Third Party Administrator Statute (a revision of the current NAIC Third Party Administrator Statute, which is to 
add workers’ compensation) and the draft Guidelines for the Filing of Workers’ Compensation Large Deductible Policies 
and Programs. It was explained that during the March 11, 2007 Working Group meeting the March 3, 3007 draft Third 
Party Administrator Statute was reviewed, with discussion centering on home state certificate of authority, 
fiduciary/insurer account/banking requirements, and the legality of third party administrator-employer agreements. It was 
further explained that during the March 11, 2007 Working Group meeting the March 6, 2007 draft Guidelines for the 
Filing of Workers’ Compensation Large Deductible Policies & Programs was reviewed, with discussion centering on the 
following policyholder collateral/pre-finding agreements and minimum standard premium size, net worth and other 
similar provisions. Future revisions of both drafts are to be released for comment prior to the NAIC 2007 Summer 
National Meeting.  

 
5. The NAIC/IAIABC Joint (C) Working Group reported that its next meeting would be March 31, 2007 during the 

International Association of Industrial Accident Boards and Commissions 2007 All Committee Conference. It was 
announced that at that meeting the Working Group will be considering a draft workers’ compensation independent 
contractor white paper and will continue its discussions on cross-border coverage and claims issues.  
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6. The Professional Employer Organization Model Law (C) Working Group reported on its March 11, 2007 draft Workers’ 
Compensation Coverage for Professional Employer Organization Arrangements Model Regulation. After some 
discussion of comments received and a recent change made, the Task Force agreed that the draft was now ready for 
adoption. It was mentioned that the Working Group will continue, as it next will be seeking to develop a paper to assist 
states in implementation of the Workers’ Compensation Coverage for Professional Employer Organization 
Arrangements Model Regulation.  

 
7. A motion was made and adopted that the Task Force form a focus group to provide comments by the deadline date of 

March 30, 2007 to the National Conference of Insurance Legislators (NCOIL) on that legislative organization’s draft 
PEO Model Act. The motion carried and the focus group is to be formed for this purpose shortly after the conclusion of 
the NAIC 2007 Spring National Meeting. 

 
8. The Settlement Review (C) Working Group reported that it has held numerous executive session conference calls since 

the first of this year and has now formed a subgroup to assist with its efforts.  
 
MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE 
 
June 4, 2007—San Francisco, CA 
 
1. Adopted the certification language which will be required of all companies filing data with states for the Market Conduct 

Annual Statement.  
 
2. Adopted a new subsection, Consumer Complaints, to the Continuum Core Competency. 
 
3. Adopted the addition of multi-state language to Chapter 15—Writing the Examination Report. 
 
4. Appointed an Insurance Marketplace Standards Association (IMSA) Assessment Ad Hoc Working Group. 
 
March 12, 2007—New York, NY 
 
1. Adopted the Information Technology Project Request that enhances Level 1 Analysis and automates Level 2 Analysis.  
 
2. Appointed working group chairs for 2007. 
 
3. Received a report from the Consumer Protections (D) Working Group that the group had discussed the merger of 

Consumer Protection (EX) Working Group and the Complaint Handling & Reporting Standards (D) Working Group; 
received an update on consumer disclosures and the need for the Working Group to continue working with the NAIC and 
consumers; and received a report on the consolidation of complaint disposition codes to enhance data collection and data 
quality for state market analysis.  

 
4. Received a report from the Antifraud (D) Task Force that they had received a report from the Producer, Company, 

Unauthorized Entities and Unlawful Activity Working Group that the group had distributed the Unauthorized Entities 
Manual to the members with a draft survey on how states identify and address unauthorized activity. The Task Force 
also received a report from the Antifraud Liaison (D) Working Group of the Antifraud (D) Task Force which distributed 
the second draft of the NAIC Automobile Insurance Fraud Model Act along with comments on the model from 
regulators and interested parties. The Working Group reviewed the new draft addressing the comments and opened the 
new draft for comment and received several comments from members and audience attendees on changing the name of 
the model to the Runners and Cappers Model Act or the Unlawful Solicitation Model Act. The Task Force received a 
report from the Information Sharing and Technology (H) Working Group that the group discussed developing a method 
of providing life insurance policy information to law enforcement agencies through an electronic exchange of life 
insurance alerts and discussed updates to the NAIC Online Fraud Reporting System (OFRS) database search capabilities. 
Finally, the Task Force received a report from the NAIC/NASAA Enforcement Coordination (D) Working Group which 
distributed the brochure, registration form, and proposed agenda for the 4th Annual NAIC/NASAA Joint Training 
Seminar to be held May 31, and June 1, 2007, in conjunction with the NAIC 2007 Summer National Meeting.  
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5. Received a report from the Producer Licensing (D) Working Group that the group had received an update on the state 
issuance of the NAIC’s model flood bulletin. The Working Group reported that 31 states had adopted the bulletin and 
stated that although some industry representatives had raised concerns about the mandate that insurers track producer 
compliance with the minimum education and training requirements, the group encouraged remaining states to move 
forward with the issuance of the bulletin. The Working Group also reported they had received an update on Federal 
activity relating to surplus lines, which included a summary of the Federal Bill HR 1065 and the Multi-State Compliance 
Compact Draft. The group reported that New Jersey was 100% compliant. In addition, the Working Group received a 
report from the Continuing Education (D) Subgroup that work continues on clarifying the use of the Continuing 
Education Reciprocity Form.  

 
6. Received a report from the Market Analysis Priorities (D) Working Group that the group had reviewed their 2007 

Charge and Tasks. The Working Group’s 2007 tasks included providing a public report highlighting how market analysis 
has been used to identify companies for further scrutiny as well as how it has eliminated the need for other further 
scrutiny; developing procedures to ensure proper analysis has been completed before an examination is conducted; and 
providing a report outlining how Working Group members successfully used outreach through quarterly calls to educate 
states and encourage participation in market analysis efforts. The Working Group reported that the Market Analysis 
Research and Development (MARD) and Market Conduct Annual Statement (MCAS) (D) Subgroups would be 
reporting to the Working Group in 2007.  

 
7. Received a report from the Market Regulation Handbook (D) Working Group that they would be conducting an open 

conference call to discuss their tasks of clarifying the role of key players in market regulation and developing definitions 
of key market conduct/analysis concepts; evaluating the need and developing standards regarding regulated entities’ 
market conduct-related activities; and developing general overall updates to the handbook.  

 
8. Received a report from the Market Analysis (D) Working Group that they had met to discuss specific companies and 

entities with current or potential market regulatory issues impacting multiple jurisdictions. This discussion occurred in 
executive session in accordance with the NAIC Policy Statement on Open Meetings. 

 
9. Discussed the NAIC Feasibility Study titled “The Future of Market Data” which was prepared in accordance with the 

direction from the Market Regulation and Consumer Affairs (D) Committee. The report is divided into four sections. 
Section I presents the state of current market data, including why data is necessary, what data is available and how that 
data is limited. Section II explains how market data can be improved in its quality and quantity. Section III describes the 
possibilities of data collection. Section IV makes some basic recommendations of how data could be improved through 
various collection processes. Mr. Mullen reported the study was the first step in evaluating the current state of market 
data and examining possible enhancements in data quality and collection. 

 
10. Discussed that the NAIC and NIPR are moving forward to address data quality concerns expressed by regulators through 

an entity identification clean up effort. The effort restricts the loading of new data without proper entity identifiers, such 
as NAIC company code, National Producer number or Social Security number; and that the NAIC staff had established 
an ETS data retention period of 10 years from the date closed for Market Examinations.  

 
11. Discussed that the Uniform Regulation through Technology (URTT) standards require a state to submit complaint data 

to the NAIC Complaints Database System (CDS) on a monthly basis and to properly reflect a states compliance with 
these new standards, states need to send their previous months closed complaint data to CDS no later than the second 
business day of the month. 

 
ANTIFRAUD (D) TASK FORCE 
 
June 4, 2007—San Francisco, CA 
 
1. Received reports from its Working Groups. The Task Force adopted the reports and received a presentation from Dan 

Risley (Society of Collision Repair Specialists) on educating consumers on selecting a collision repair shop and how 
they can work with the state insurance departments.  

 
2. The Automobile Insurance Fraud Model Act is to be redrafted as a guideline. 
 
March 12, 2007—New York, NY 
 
The Task Force adopted reports from its Working Groups. It then adjourned into Executive Session to discuss ongoing state 
and federal investigations.  
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FINANCIAL CONDITION (E) COMMITTEE 
 
June 4, 2007—San Francisco, CA 
 

1. Adopted the report of the Accounting Practices and Procedures Task Force. 
• Adopted the report of the Emerging Accounting Issues Working Group in which two Consensus Positions were 

adopted as final: (1. Updated INT 00-26 INT 00-26 (EITF 98-3 Nonmonetary Transaction) to remove reference to 
SSAP No. 68; (2. Removed the disclosure requirement from INT 03-17 as the disclosure is now in SSAP No. 55 
(losses). 

 

• Adopted the report of the Statutory Accounting Principles Working Group and the following Nonsubstantive 
changes:  

a. Changes to Issue Paper No. 99, rejecting FSP FAS 126-1 (Reporting for Obligors of Conduit Debt 
Securities) and FAS 131 (Segment Disclosures) as not applicable to statutory accounting.  

b. Movement of disclosure on extra contractual obligations from INT 03-17 to SSAP No. 55. In addition 
staff was directed to make a minor change to the blanks proposal.  

c. Rejected a proposed change to SSAP 9 (Subsequent Events). 
 

• Adopted the report of the Blanks Working Group and the following blanks proposals which were previously 
exposed for comment: 
a. 2006-56BWG—Change Schedule T, columns 6 and 9 reporting from “received” to “written” for 

consistency in the Health blank.  
b. 2006-58BWG—Change wording of Separate Accounts instruction for “Aggregate of All Other Lines 

of Business” column on the Analysis of Operations by Line of Business to be consistent for Life and 
Fraternal. 

c. 2007-02BWG—Delete lines 11.1 and 11.2 from the quarterly general interrogatories blank regarding 
changes in stock.  

d. 2007-03BWG—Delete “amounts from ordinary income are to be reported as investment income and 
realized capital gains are to be reported as a capital gain or loss.” from Schedule D Part 1. Modify the 
language in Schedule D Part 4 and Part 5 to be consistent with Part 1. 

e. 2007-04BWG—Replace the current column 1 of Schedule T (Is Insurer Licensed) with an “Active 
Status” column which indicates the status of the insurer in each state or territory. 

f. 2007-05BWG—Delete “Do not report loss adjustment expenses reported by and assumed from the 
reinsured.” from the Underwriting and Investment Exhibit Part 2A. 

g. 2007-06BWG—Add “Net of Reinsurance” below the main heading of the Annual and Quarterly 
Medicare Part D Supplement blanks and in the instructions. 

h. 2007-08BWG—Add a new disclosure to Note 14 of the Annual Statement Notes for Extra Contractual 
Obligations. 

i. 2007-09BWG—Add “Less Capital Gains Tax of” to line 30 of the Fraternal Summary of Operations 
page for consistency between the Life and Fraternal statements. 

j. 2007-11BWG—Delete Note 20 – September 11 Events. 
k. 2007-13BWG—Add a Medicare line under “Group Business” in the Accident and Health Policy 

Experience Exhibit. 
l. 2007-14BWG—Add instruction to Summary of Operations to Aggregate Write-ins line 27 for Life and 

line 25 for Fraternal to include reserve adjustments for reinsurance assumed for modified coinsurance. 
m. 2007-15BWG—Revise columns and rows in Schedule A Verification and Schedule A, Part 1, 2, and 3 

to be consistent with the other investment schedules. 
n. 2007-16BWG—Add instruction to Asset page for “Details of Write-ins Aggregate at Line 9 for 

Invested Assets” to include receivables resulting from the sale of invested assets other than securities.  
o. 2007-17BWG—Add instruction to Investment Schedules General Instructions addressing reporting of 

securities by lot.  
p. 2007-18BWG—Require the Government Affairs contact person on the Jurat page and the 

Policyholders contact person to be captured in electronic format only. 
q. 2007-19BWG—Delete the “XXX” in column 2, line 16, of Schedule S, Part 6. Add a new line 34, 

Funds Held Under Reinsurance Treaties with Unauthorized Reinsurers. 
r. 2007-21BWG—Change line names and insert instructions for lines 11, 12 and 13 in the Summary of 

Operations for consistency between the Fraternal and Life statements. 
s. 2007-22BWG—Add actuarial opinion and certification interrogatories to the Supplemental Exhibits 

and Schedules Interrogatories and instructions for filing.  
 

• Received the report of the Property and Casualty Reinsurance Study Group. 
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2. Adopted the report of the Capital Adequacy Task Force. 
 
3. Adopted the report of the Examination Oversight Task Force. 
 
4. Adopted the report of the Receivership and Insolvency Task Force, postponing consideration of the Appendix A requests 

to continue work on the two guaranty fund model acts until a conference call to be held at a later date. 
 
5. Adopted the report of the Reinsurance Task Force. 
 
6. Adopted the report of the Risk Retention Group Task Force. 
 
7. Adopted the report of the Valuation of Securities Task Force. 
 
8. Received the report of the Disaster Reporting Working Group. 
 
9. Received the report of the Financial Analysis Working Group. 
 
10. Received the report of the Financial Guaranty Model Law Revision Working Group. 
 
11. Adopted the report of the Hybrid Risk-Based Capital (RBC) Working Group. 
 
12. Adopted the report of the International Solvency and Accounting Working Group. 
 
13. Received the report of the NAIC/AICPA Working Group. 
 
14. Adopted the report of the National Treatment and Coordination Working Group, including discussion of industry 

concerns regarding sensitive data submitted in the Biographical Affidavit form. 
 
15. Adopted the report of the Risk Assessment Working Group. 
 
March 11, 2007—New York, NY 
 
1. Adopted the report of the Accounting Practices and Procedures Task Force. 

 
2. Adopted the report of the Capital Adequacy Task Force. 

 
3. Adopted the report of the Examination Oversight Task Force. 
 
4. Adopted the report of the Receivership and Insolvency Task Force. 

 
5. Adopted the report of the Reinsurance Task Force, including its discussion of the two new charges assigned to the Task 

Force by the Financial Condition (E) Committee to refine the details of the Reinsurance Evaluation Office (REO) 
Proposal and to consider the overall framework of U.S. reinsurance regulation. 

 
6. Adopted the report of the Risk Retention Group Task Force. 
 
7. Adopted the report of the Valuation of Securities Task Force. 
 
8. Received the report of the Financial Analysis Working Group. 
 
9. Received the Financial Guaranty Model Law Revision Working Group March 1, 2007, conference call minutes. 

 
10. Adopted the report of the Hybrid Risk Based Capital (RBC) Working Group. 

 
11. Received the report of the International Solvency and Accounting Working Group’s conference call held March 6, 2007. 

 
12. Adopted the report of the NAIC/AICPA Working Group. 
 
13. Received the National Treatment and Coordination Working Group minutes. 
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14. Adopted the report of the Risk Assessment Working Group. 
 
15. Adopted a charge establishing a Disaster Reporting Working Group that will finalize a recommendation for a Disaster 

Reporting Framework and develop an implementation plan for that framework. The Working Group shall address the 
comments received by the Financial Condition (E) Committee.  

 
Capital Adequacy (E) Task Force 
 
June 3, 2007—San Francisco, CA 
 
1.  Received April 24, 2007, minutes, which discussed the International Association of Insurance Supervisors’ (IAIS) draft 

risk management standard and internal models guidance paper. 
 
2. Adopted the Life Risk-Based Capital Working Group report, which included the adoption of an American Council of 

Life Insurers (ACLI) proposal for 2007 C-3 RBC instructions and referring a memo from New York regarding C-3 Phase 
II to the American Academy of Actuaries (AAA). 

 
3. Adopted the Property Risk-Based Capital Working Group report, which included adoption of the minutes from its May 

30, 2007, conference call. 
  
4. Received the Health Risk-Based Capital Working Group report, which included adoption of the minutes from its May 3, 

2007, conference call. 
 
5.  Received the Securities Lending Subgroup report, which included an update from its April 26, 2007, conference call. 
 
6. Released for comment a 2007 instructions proposal on Medicare Part D premium stabilization reserves. 
 
7.  Allowed consideration for 2007 an instructions proposal on modified coinsurance dividend adjustments to total adjusted 

capital. 
 
March 11, 2007—New York, NY 
 
1.  Received the Dec. 20, 2006, conference call minutes, which discussed comment letters received on a draft governance 

model act and regulation. 
 
2. Adopted the Jan. 30, 2007, conference call minutes, which included a response to a Blanks (E) Working Group referral 

on a securities lending proposal.  
 
3. Adopted the Feb. 27, 2007, conference call minutes, which included re-establishing the risk-based capital working 

groups. 
 
4. Formed a subgroup to address the securities lending issue. 
 
5. Received the Property Risk-Based Capital (E) Working Group report, which included adoption of its March 1, 2007, 

conference call minutes. 
 
6. Adopted the 2007 Task Force working agenda. 
 
Examination Oversight (E) Task Force 
 
June 3, 2007—San Francisco, CA 
 
1. Adopted the report of the Audit Software Working Group. 
 
2. Adopted the report of the Analyst Team System Oversight Working Group. 
 
3. Adopted the report of the Financial Analysis Handbook Working Group. 
 
4. Adopted the report of the Financial Analysis Research and Development Working Group.  
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5. Adopted the report of the Financial Examiners Handbook Technical Group. 
 
6. Adopted the report of the Financial Examiners Qualifications and Compensation Technical Group. 
 
7. Instructed NAIC staff to work with the states that have concerns about the confidentiality of information shared within 

the NAIC Form A Database.  
 
March 11, 2007—New York, NY 
 
1. Adopted the report of the Financial Analysis Research and Development Working Group.  
 
2. Adopted the report of the Financial Examiners Handbook Technical Group. 
 
3. Referred to the Financial Condition (E) Committee a memo recommending that model regulations be revised to allow 

the Federal Home Loan Banks to qualify as authorized custodians. 
 
4. Formed a joint subgroup with the Receivership and Insolvency Task Force to revise the Model Regulation to Define 

Standards and Commissioners Authority for Companies Deemed to be in Hazardous Financial Condition. 
 
Reinsurance (E) Task Force 
 
June 2, 2007—San Francisco, CA 
 
1. Received a summary of the SVO Approved Bank List Working Group’s activities. Adopted the minutes from the 

Working Group’s May 25, 2007, conference call. 
 
2. Heard an update on the reinsurance and mutual recognition activities taking place at the International Association of 

Insurance Supervisors (IAIS).  
 
3. Discussed the two Financial Condition (E) Committee charges concerning the Reinsurance Evaluation Office (REO) 

proposal and the reinsurance regulatory framework charge. 
 
4. Heard a summary and promoted international cooperation concerning the final report on the proposed Hague Choice of 

Courts Convention.  
 
5. Received an update on the new NAIC model law development framework, which would address potential changes to the 

Credit for Reinsurance Model Law and Regulation. 
 
6. Agreed to provide a progress update and an overall feasibility update to the Financial Condition (E) Committee at the 

Fall National Meeting. 
 
March 10, 2007—New York, NY 
 
1. Agreed to provide a progress update to the Financial Condition (E) Committee on the two new charges at the Summer 

National Meeting, followed by an overall feasibility update to the Committee at the Fall National Meeting. 
 
2. Received a summary on the Securities Valuation Office Approved Bank List (E) Working Group’s activities. Adopted 

the Working Group’s Jan. 25, 2007, conference call minutes. 
 
3. Heard a presentation by International Association of International Supervisors (IAIS) on the reinsurance and mutual 

recognition activities taking place at the IAIS.  
 
4. Heard an update from La Federation Francaise des Societes d’Assurances (FFSA) on the European insurance industry 

from a regulatory and commercial perspective. 
 

5. Discussed the two Financial Condition (E) Committee charges, followed by the formation of a drafting group for the 
Task Force.  
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6. Discussed the Credit for Reinsurance Model Law and Regulation, followed by further discussion on the importance of 
uniformity and improvement of the current model law. The possibility of considering alternatives or a redraft were 
discussed relative to the Credit for Reinsurance Model Law. 

 
7. In consideration of strategic planning issues, the Task Force adjourned into executive session. 
 
Risk Retention (E) Task Force 
 
June 2, 2007—San Francisco, CA 
 
1. Approved a motion to add the following sentence to the current significant element (a) of the Reinsurance Ceded 

standard: “If the reinsurer is licensed as a risk retention group, then the ceding risk retention group or its members must 
qualify for membership with the reinsurer.” 

 
2. Approved a motion that the sixth Credit for Reinsurance significant element should be included in the Part A standards 

applicable to risk retention groups (RRGs) incorporated as captives. 
 
3. Agreed to schedule an interim conference call to continue discussions as to whether significant element (g) should be 

included in the Part A standards that apply to RRGs incorporated as captives. 
 
March 10, 2007—New York, NY 
 
1. Approved a motion that the first six Credit for Reinsurance significant elements should be included in the Part A 

standards applicable to risk retention group (RRG) incorporated as captives, with the caveat that the Task Force will 
revisit the issue of a competent U.S. court and designation of attorney once the Task Force members have been surveyed.  

 
2. Received an update on the work of the Risk Retention (C) Working Group, which has been reviewing the non-financial 

issues discussed in the U.S. General Accounting Office’s (GAO) report on RRGs. The two main projects that came from 
this review are notice/disclosure requirements to policyholders and corporate governance standards. The 
notice/disclosure requirements will be included in the Risk Retention and Purchasing Group Handbook and the corporate 
governance standards, once adopted, will presumably be forwarded to this Task Force, as well as the Financial 
Examiners Handbook (E) Technical Group. 

 
3. Discussed the tenth Part A standard regarding reinsurance ceded. This standard requires adoption of the Credit for 

Reinsurance Model Law and Regulation or substantially similar language. As part of this discussion, the Task Force 
received a brief informational presentation on the current framework proposal that could alter the collateral requirements 
for off-shore reinsurers. The Task Force noted its charge is to consider only the version of the models that are currently 
required for accreditation.  

 
• The Task Force discussed the seven significant elements of the model law that are required for accreditation. 

These elements indicate that an insurer may take credit for reinsurance in four different situations: (a) when the 
business is ceded to a licensed insurer; (b) when the business is ceded to an accredited insurer that meets specific 
requirements set forth in the model law; (c) when the business is ceded to an insurer domiciled in a state that 
employs substantially similar standards for credit for reinsurance and maintains capital and surplus of at least $20 
million; and (d) when the business is ceded to an insurer who maintains a trust fund meeting various requirements. 

 
• Another significant element indicates that for those insurers taking credit for reinsurance under situations (c) and 

(d) above, the assuming insurer must agree in the reinsurance agreement that in the event of the assuming 
insurer’s failure to perform its obligations, it shall submit to the jurisdiction of any competent court in any 
jurisdiction of the United States and that it will designate the commissioner or a designated attorney as it true and 
lawful attorney. Some concern was raised regarding this item, and it was decided to survey the Task Force 
members regarding any potential issues. 

 
• The Task Force approved a motion that significant elements (a) through (f) of the credit for reinsurance standard 

should be included in the Part A standards that apply to RRGs incorporated as captives, with the caveat that the 
Task Force will revisit the issue of a competent U.S. court and designation of attorney once the Task Force 
members have been surveyed.  
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• The Task Force also discussed significant element (g) that allows for credit for reinsurance not in situations not 
meeting the requirements discussed above in an amount up to the amount of funds held by or on behalf of the 
ceding insurer. Some states noted that this element may not be acceptable in all situations. It was agreed that the 
Task Force members would also be surveyed on this topic. 

 
Receivership and Insolvency (E) Task Force 
 
The Receivership and Insolvency (E) Task Force did not meet at the 2007 Summer National Meeting in San Francisco, CA. 
 
May 30, 2007—Conference Call 
 
1. Heard a presentation from NAIC staff on the new NAIC model law procedure. 
 
2. Received a report from the Receivership Model Act Revision Working Group, which recommended that the Financial 

Condition (E) Committee consider potential changes to the Life and Health Insurance Guaranty Association Model Act 
to meet the new NAIC model law guidelines. The Task Force unanimously approved the changes to the model act as 
meeting the model law guidelines. 

 
3. Heard discussion from members and interested parties regarding whether the proposed changes to Property and Casualty 

Insurance Guaranty Association Model Act meet the NAIC model law guidelines. The Task Force unanimously 
approved making a recommendation to the Financial Condition (E) Committee that the changes to the model act meet the 
model law guidelines. 
 

4.  Received a report from the Receivership Technology and Administration Working Group on the progress of the Data 
Privacy and Security Standards Subgroup, which is currently revising a Data Privacy and Security Policy and 
Procedures. The Working Group also gave reports on the Receivership Internet Use Subgroup, which is working on a 
survey to receive feedback from users of receivership Web sites. Plans are also under way for the ClaimNet 
implementation training program, which will be held in September in Tallahassee, FL. The Global Receivership 
Information Database (GRID) Subgroup is also preparing a letter to be sent to each state to encourage use of GRID. 
 

5.  Received a report from the Receivership Law and Intergovernmental Working Group, which gave an update on the 
adoption of the Insurer Receivership Model Act (IRMA) by the states, where Utah recently adopted IRMA and Delaware 
and Pennsylvania have proposed adoption. The Working Group also reported that the optional federal charter federal 
legislation has been reintroduced, with provisions specifically directed at receiverships and guaranty funds. 

 
6.  Received a report from the Receivers Handbook Working Group on the continuing work on the revisions to the 

Receivers Handbook for Insurance Company Insolvencies. 
 

7.  Received a report from the Judicial Training Working Group, which has been holding a series of conference calls with 
the Justice Management Institute to develop a judicial training program for receiverships. The Working Group reported 
that it has developed a proposed judicial training curriculum and agenda, and that it is working with NAIC staff on a 
budget.  

 
March 12, 2007—New York, NY 
 
1. The Task Force will hold a vote on the adoption of the P&C Model Act at the 2007 Summer National Meeting. 
 
2. Joint working group to review and update NAIC Model Regulation #385. 
 
3. Approved minutes of interim conference calls of the working groups. 
 
4. Approved new chairs for the various Working Groups of the Task Force. 
 
5. Appointed members of the Task Force to a Joint Working Group with the Examination Oversight (E) Task Force to 

review and update the NAIC Model Regulation to Define Standards and Commissioner’s Authority for Companies 
Deemed to be in Hazardous Financial Condition (#385). 
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6. Heard discussion from members and interested parties regarding the proposed Property and Casualty Insurance Guaranty 
Association Model Act (P&C Model Act). The P&C Model Act has been exposed for a lengthy comment period, and a 
vote will be taken by the Task Force on adoption of the P&C Model Act at the 2007 Summer National Meeting. 

 
7. Received a report from the Receivership Technology and Administration (E) Working Group on the progress of the Data 

Privacy and Security Standards (E) Subgroup, which was established after the 2006 Winter National Meeting as a joint 
effort between state receivership regulators, guaranty fund representatives to create data protection standards. The 
Working Group also gave updates on the Global Receivership Information Database (GRID) and ClaimNet. 

 
8. Received a report from the Receivership Model Act Revision (E) Working Group which discussed continuing work on 

the Life and Health Insurance Guaranty Association Model Act (Life & Health Model Act). 
 
9. Received a report from the Receivership Law And Intergovernmental (E) Working Group, which gave an update on the 

2007 sunset on the federal tax exemption on receivership estates. 
 
10. Received a report of the Receiver’s Handbook (E) Working Group on the continuing work on the Receivers’ Handbook. 
 
11. Received a report from the Judicial Training (E) Working Group, which is holding a series of conference calls with 

members of the Working Group and the Justice Management Institute to develop a program to enhance the knowledge 
and understanding of insurance insolvency matters for state and federal judges, other court personnel, and judicial 
educators, and chief insurance regulators and senior regulatory staff. 

 
Valuation of Securities (E) Task Force 
 
June 3, 2007—San Francisco, CA 
 
1. Received and adopted the report of the Invested Asset Working Group on constant proportion debt obligations (CPDOs), 

recommending their treatment as Schedule D bonds but instructing the SVO to monitor developments in the market and 
in NRSRO methodologies; the minutes of the May 15, 2007, meeting of Working Group; and a proposal to charge the 
Invested Asset Working Group to consider improvements to the process by which risks in new invested assets are 
evaluated, communicated and monitored and how the annual statement instructions could be made more transparent.  

 
2. Received and exposed the report of the Filing Procedures Working Group for a 30-day comment period. The Working 

Group has concluded that there are no current alternatives to the SVO business model that would more efficiently 
address current regulatory needs and also address future regulatory needs; recommended to refer to the Internal 
Administration (EX1) Subcommittee to ask that a subgroup be formed to review regulatory needs for investment risk 
analysis and for guidance on how best to fulfill those needs; and recommended that the Task Force create a new group to 
assist the EX1 subgroup.  

 
3. Heard a report of the Derivatives Market Study Working Group, which received and adopted its April 4, 2007, minutes 

and received and released proposed changes to Schedule DB for a 30-day comment period.  
 
4. Heard a staff report that it has completed the charge that it publishes a series of articles explaining how classification 

methodology is applied to hybrid securities. Received and released for comment staff proposals that would permit 
broker-dealers to access the SVO to assess probable regulatory treatment of new investments without requiring insurance 
company sponsorship and clarify portions of the Purposes and Procedures Manual of the NAIC Securities Valuation 
Office related to the treatment of hybrid securities.  

 
5. Received a staff report on a survey of chief examiners and financial analysts on the joint New York–SVO proposal to 

adopt an alternative process for valuation of securities. Agreed to schedule a conference call to discuss the alternative 
proposal and the results of the survey. Adopted a motion to have the SVO staff forward the proposed blanks changes 
necessary to implement the valuation alternative to the Blanks (E) Working Group.  

 
6. Heard a report from the SVO staff that the private nature of the life settlement contract transactions and the proprietary 

nature of trade related data make it impossible for the SVO to assess the liquidity of the market. Directed the SVO staff 
to draft a report to the Statutory Accounting Principles (E) Working Group to this effect and to continue to study whether 
life settlement contracts should be reported as private placement securities and whether they should be accounted for 
under the market or investment methods.  
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7. Adopted a staff proposal to require insurance companies that report troubled restructuring under SSAP No. 36 to 
coordinate the valuation reported for those transactions with the SVO to permit the SVO to provide post default credit 
quality designations for the issuer’s securities.  

 
8. Extended the comment period on a proposed amendment to the Purposes and Procedures Manual of the NAIC Securities 

Valuation Office to clarify that the SVO can direct an insurance company on the proper schedule for reporting a security 
when the company has filed a security for analysis under rules applicable to a schedule for which the security is 
ineligible; the referral from the Statutory Accounting Principles (E) Working Group pertaining to accounting for certain 
financial investments with characteristics of both liabilities and equities to permit industry trade groups to survey their 
members regarding whether insurance companies are issuing such transactions.  

 
9. Heard an introductory report from SVO staff expressing concern that the inability of insurance companies to obtain 

hedge accounting for portfolio hedges might be leading insurance companies to create alternative transactions that are 
less efficient than amending the derivatives framework to permit credit for effective hedging.  

 
March 11, 2007—New York, NY 
 
1. Received and approved the minutes of the interim meeting conference calls of the Valuation of Securities Task Force, 

held Feb. 22, 2007, the Derivatives Market Study (E) Working Group held Jan. 24, 2007 and the Invested Asset (E) 
Working Group held Jan. 17, 2007.  

 
2. Continued discussion of a joint New York and Securities Valuation Office (SVO) proposal to review the process 

governing valuation of securities for statutory purposes and a possible alternative methodology. The Task Force will 
work with the staff to create a survey for the chief examiners to ascertain current valuation needs.  

 
3. Continued discussion of a staff proposal to require insurance companies to provide the same information to the SVO that 

insurance companies provide to regulators under Statement of Standard Accounting Principles (SSAP) No 36. SSAP No. 
36 requires recognition of losses for transactions of defaulted issuers. The proposal would permit the SVO to opine on 
the post default value of the security and thereafter determine a post-default credit quality designation for the issuer.  

 
4. Continued discussion of a referral from the Statutory Accounting Principles (E) Working Group asking that the Task 

Force opine on the degree of liquidity present in the market for life settlement contracts and whether the investment or 
fair value method of accounting would be appropriate for statutory purposes. The Task Force directed the staff to 
conduct an analysis of market liquidity and to assess life insurance contracts and opine whether they should be treated as 
private placements.  

 
5. Received a referral of the Statutory Accounting Principles (E) Working Group on Financial Accounting Statement (FAS) 

150: Accounting for Certain Financial Instruments With Characteristics of both Liabilities and Equity. The Statutory 
Accounting Principles (E) Working Group is requesting that the Task Force help ascertain the degree to which insurance 
companies issue instruments that would come within the scope of FAS 150. There is a concern that the definition of 
liability may not be consistent with either GAAP or SAP guidance. The referral was received and released for a 45-day 
comment period.  

 
6. Provided an update on staff progress on implementation of the transparency initiative adopted by the Financial Condition 

(E) Committee at the 2006 Winter National Meeting. The transparency initiative committed the NAIC to: 1) Post its 
determinations on publicly traded securities on the NAIC Web site; 2) Permit broker-dealers to directly request SVO 
analysis of new and evolving securities; 3) Publish research reports explaining its methodology for classifying securities; 
4) Amend the Purposes and Procedures Manual to clarify issues that contributed to confusion over hybrids; and 5) 
Reestablish the Invested Asset (E) Working Group as a central forum to study technical issues related to new investment 
vehicles.  

 
7. Received a letter from the American Council of Life Insurers (ACLI) and SIFMA commenting on an SVO Research 

article on hybrid securities.  
 
8. Announced that Minnesota had agreed to chair the SVO Filing Procedures (E) Working Group. The Working Group is 

charged with exploring whether there are alternatives to the current security by security analysis process of the SVO. The 
Task Force asked the Working Group to report by the 2007 Summer National Meeting whether such alternatives exist 
and if the group determines that they are to make recommendations no later than the 2007 Winter National Meeting.  
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FINANCIAL REGULATION STANDARDS AND ACCREDITATION (F) COMMITTEE 
 
June 2, 2007—San Francisco, CA 
 
1. Adopted the 2003 revisions to the Annual Financial Reporting Model Regulation (Model Audit Rule) as acceptable, but 

not required, for purposes of compliance with the Part A accreditation standards. These revisions were intended to 
strengthen the Model Audit Rule to emphasize the auditor’s consideration and use of the Financial Condition Examiners 
Handbook. The change will be made immediately upon Executive (EX) Committee and Plenary approval in September 
2007. 
 

2. Adopted the Property and Casualty Actuarial Opinion Model Law as a Part A accreditation standard. This model law 
requires an insurer to annually file with its domestic state an Actuarial Opinion Summary on March 15 and allows other 
states in which the company is licensed to also request this summary. The Committee determined this model should be 
judged on a “substantially similar” basis for accreditation purposes and concluded that sections 2A, 2B, 3A and 3B(1) of 
the model should become significant elements of the Part A standards. This change is proposed to become effective Jan. 
1, 2010. 
 

3. Took no action on the proposed addition of the Model Act and Regulation on Custodial Agreements and the Use of 
Clearing Corporations. In doing so, the Committee determined that the model provides a useful solvency regulation tool, 
but should not be required for accreditation purposes. 

 
4. Voted to expose the 2006 revisions to the Risk-Based Capital for Insurers Model Act as a significant element of the Part 

A accreditation standards. The model was revised to incorporate a new “trend test” for property/casualty companies and 
to include the trend test as a way for the company action level to be triggered. Language for a life trend test was already 
included in the model act. This public exposure is proposed to commence Jan. 1, 2008, for a period of one year ending 
Dec. 31, 2008. 

 
5. Voted to expose the IRMA as a replacement to the current reference to the Insurers Rehabilitation and Liquidation 

Model Act (IRLMA) within the Part A accreditation standards. This action will effectively continue to require a 
“regulatory scheme” similar to IRMA rather than the same required pursuant to IRLMA today. This public exposure is 
proposed to commence Jan. 1, 2008, for a period of one year ending Dec. 31, 2008. 

 
6. Voted to expose the 2006 revisions to the Annual Financial Reporting Model Regulation (Model Audit Rule) as a 

significant element of the Part A accreditation standards. The model was revised to require that insurers comply with 
certain “best practices” related to auditor independence, corporate governance and internal controls over financial 
reporting. This public exposure is proposed to commence Jan. 1, 2008, for a period of one year ending Dec. 31, 2008. 

 
March 10, 2007—New York, NY 
 
1. Voted to adopt insignificant revisions that were made during 2006 to various publications that are required for 

accreditation purposes (i.e., the Annual Statement Blanks and Instructions; Life and P/C RBC Formulas; the Purposes & 
Procedures Manual of the SVO; the Accounting Practices & Procedures Manual; and the Financial Condition 
Examiners Handbook). 

 
2. Voted to expose revisions that were deemed significant to the Financial Condition Examiners Handbook for a comment 

period of 30 days. These revisions relate to the new risk-focused surveillance framework. As a result of these changes, 
the Committee also voted to expose proposed revisions to the Review Team Guidelines submitted by the Financial 
Examiners Handbook (E) Technical Group. 

 
3. Voted to expose the following items for a preliminary comment period of 30 days. 
 
4. The Insurer Receivership Model Act (which replaced the Insurers Rehabilitation and Liquidation Model Act) for its 

consideration as a possible Part A accreditation standard. If this model is adopted, the Committee will need to consider 
whether the receivership Part A standard should continue to be assessed on a “receivership scheme” basis or a 
“substantially similar” basis. 

 
5. The 2006 revisions to the Annual Financial Reporting Model Regulation (commonly referred to as the “Model Audit 

Rule”). These revisions require that insurers comply with certain “best practices” related to auditor independence, 
corporate governance and internal controls over financial reporting. 
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6. The 2006 revisions to the Risk-Based Capital for Insurers Model Act. These revisions were made to incorporate a new 
“trend test” for property and casualty companies into the Model Act. Language for a life trend test was already included 
in the Model Act. The Model Act was changed to cite the P/C trend test as a way for the company action level to be 
triggered. 

 
7. Discussed the one comment received regarding a referral from the Financial Examination Modernization (E) Working 

Group. This Working Group provided recommendations regarding three key issues impacting financial condition 
examinations and the accreditation standards. The recommended changes and proposed revisions to the Review Team 
Guidelines relate to: examinations of re-domesticated companies; exceptions to the 18-month timeliness requirement; 
and review and reliance on lead-state work papers. The Committee concluded by voting to table further discussion of this 
referral until the 2007 Summer National Meeting. 

 
8. Voted to adopt an amendment made in 2006 to the Credit for Reinsurance Model Regulation effective immediately. The 

amendment deleted language in the Model Regulation in order to modernize it as amendments to the Federal Bankruptcy 
Code made a small sub-section of the Model that is currently required for accreditation irrelevant. The Committee was 
able to adopt this amendment immediately because it was an insignificant revision to the model. Thus, the Committee 
determined that it is an acceptable, but not required, change for accreditation purposes. 

 
9. Voted to adopt an amendment made in 2006 to the Reinsurance Intermediary Model Act – effective immediately. The 

amendment added language to the Model Act to provide for safeguards with respect to the nature or scope of the 
requested documents or testimony, penalties in the event of a violation and safeguards with respect to multiple 
appearances by the same witness. The Committee was also able to adopt this amendment immediately because this 
model is a Part A accreditation standard on a “regulatory framework” basis. This is less stringent than the “substantially 
similar” basis, which requires a state to adopt certain sections of a model. 

 
INTERNATIONAL INSURANCE RELATIONS (G) COMMITTEE 
 
June 4, 2007—San Francisco, CA 
 
1. Heard an update from the International Regulatory Cooperation Working Group on the 2007 Spring International 

Internship Program.  
 
2. Heard a report on the NAFTA Trinational Insurance Working Group meeting on April 19, where discussions continued 

on insurance issues involving cross-border commercial traffic in Mexico, Canada and the United States.  
 
3. Heard an update on the Joint Forum and continuing work on customer suitability issues. 
 
4. Heard a report on IAIS activities and meetings in Basel, Switzerland, including from Commissioner Bell as vice chair of 

the IAIS Executive Committee, Commissioner Goldman as chair of the Reinsurance Subcommittee and Commissioner 
Gross, newly elected as chair of the Technical Committee. The committee also discussed the 2007 IAIS Annual 
Conference, which is being hosted by the NAIC in Florida Oct. 16-19, 2007. 

 
5. Heard a report on a meeting that took place with financial regulators from the United States (Arizona, Connecticut, 

California, Iowa, Maryland, New Jersey, New York, Ohio, Washington and Wisconsin) and Europe (Germany, Norway, 
U.K. and Spain). These regulators discussed implementation of the model memorandum of understanding (MOU) on 
information-sharing related to members of insurance groups. The goal is to complete information-sharing agreements 
between U.S. regulators and their European counterparts with regard to all transatlantic groups. On June 5, the California 
and German insurance regulators signed the first MOU on information-sharing based on the draft developed by the 
NAIC and EU. 

 
6. Participated in a discussion of a draft NAIC International Relations Action Plan. The Action Plan, accompanied by 

guiding principles, is a process for the Committee to consider all the activities for the year, identify the NAIC’s 
international priorities and reinforce the Committee’s role in developing policy recommendations for the various 
international issues the NAIC is involved in. 
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March 12, 2007—New York, NY 
 
1. Heard updates from the International Holocaust (G) Task Force, International Regulatory Cooperation (G) Working 

Group, NAFTA (G) Task Force and the International Solvency and Accounting Issues (E) Task Force. 
 
2. Heard an update on the Joint Forum, International Association of Insurance Supervisors (IAIS) Activities and NAIC-EU 

Relations.  
 
3. Heard a report on a meeting that took place March 9, 2007 with financial regulators from the U.S. (Texas, Pennsylvania, 

Maryland, California, New York, Utah, New Jersey, Connecticut and Virginia) and Europe (Norway, Germany, U.K., 
Germany, and France). These regulators discussed implementation of the model Memorandum of Understanding (MOU) 
on information sharing related to members of insurance groups. To date, the work has focused on four insurance groups, 
for which agreements may be signed this year. All regulators of U.S. companies with operations in Europe are 
encouraged to participate in this initiative. The goal is to complete information sharing agreements between U.S. 
regulators and their European counterparts with regard to all transatlantic groups. 

 
4. Participated in an Executive Session to discuss the NAIC International Relations Guiding Principles and draft Action 

Plan. This was the beginning of a process for the Committee to consider all the activities for the year and address in a 
methodical fashion the Committee’s approach in each instance. For example, we will discuss in which international 
activities the NAIC should be represented, criteria for identifying the best person to represent the NAIC, and the nature 
of our contribution or policy position. The discussion will also lead to appropriate decisions on staffing these activities. 

 
INFORMATION RESOURCES MANAGEMENT (H) COMMITTEE 
 
June 2, 2007—San Francisco, CA 
 
1. Heard a status update on six ongoing IT projects: Security Infrastructure, the National Portal Framework, SERFF 

Enhancements, State Producer Licensing Reengineering, Market Web Services and Enhancements to a Regulatory 
Solvency Tool.  

 
2. Heard a status update on the roll out of Phase III of the National Portal project. The Financial Analyst and Financial 

Examiner roles will be released to 15 volunteer states at the end of June. General availability is scheduled for Sept. 28, 
2007. The Market Regulation role will be ready for limited production release Sept. 28, 2007, with general availability 
Jan. 4, 2008. Tentatively scheduled for Jan. 4, 2008, is the Producer Licensing regulator role. Project Requests for the 
2008 budget are under way for the next portal phase and a project to combine NAIC contact information. 

 
3. The Committee is gearing up to support the upcoming NAIC budget process and to review proposed projects for IT 

resources. 
 
March 10, 2007—New York, NY 
 
1. The Committee is charged with reviewing, approving and monitoring the NAIC Information Technology (IT) projects 

that have budgetary impact of $25,000 or more and/or a commitment of the NAIC IT resources in excess of 160 hours.  
 
2. The Committee is currently tracking eight projects.  

• Three of these projects reached completion over the period since the last national meeting. These three completed 
projects are the System for Electronic Rate and Form Filing (SERFF) Enhancements/Redesign Phase I; the 
National Portal Framework Phase II; and ClaimNet. 

• Of these eight projects, the Committee started tracking three new projects that were approved by the Plenary at the 
end of last year. These three new projects include SERFF version 5 Redesign Phase II; National Portal Framework 
Phase III and State Producer Licensing Reengineering. 

• Six of the eight reported that they are currently on-time and on budget. 
• The SERFF Enhancements/Redesign project, which was approved in 2005 and completed at the end of 2006, 

exceeded the original budget by six percent due to additional functionality requested by both state users and 
industry users during the SERFF Redesign Process.  

• The release of the Security Foundation project has been delayed a few months due to hardware and software 
purchases being made later than planned affecting availability of consulting resources. The new date for 
production of the Security infrastructure is May 30, 2007. The new delivery date will work in conjunction with 
and not have a significant impact on the National Portal or State Producer Licensing Reengineering framework. 
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3. The Committee heard a report on the efforts of many Committee members and others in developing a suggested 
blueprint for uniform national insurance regulation. The Uniform Insurance Regulatory Model is intended to use subject 
matter experts to develop a common set of symbols and syntax around different areas and functions of insurance 
regulation. The Committee agreed the model is a worthwhile effort and suggested the Committee members involved in 
developing the model contact standing committees, including the Market Regulation and Consumer Affairs (D) 
Committee, the Financial Conditions (E) Committee, and the Speed to Market (EX) Task Force to gather further details 
for the Model. 

 
4. The Committee heard a report from a representative of a user group of state insurance department IT staff who are 

initiating monthly calls to discuss information technology issues of common concern and interest and exchange ideas and 
best practices among state insurance regulators. 

 
5. The Committee heard a report from the Information Systems (H) Task Force. Some highlights of this report included: 

• The National Portal will have a limited release to commissioners, financial analysts and financial examiners on 
June 29, 2007 with general availability Sept. 28, 2007. Market regulation and public information officer roles 
have limited release scheduled for Sept. 28, 2007 with general availability Dec. 21, 2007. There have been 
requirements gathering sessions held for industry in New York City. The Consumer Portal will complete 
development by May with a gradual rollout.  

• SERFF v5.0.3 is performing well in production and able to handle record volumes of filing transactions. SERFF 
v5.1 for the Interstate Compact Commission is scheduled to release March 23, 2007 including several new 
features. 

• The NAIC 2006 Technology Survey showed that Web services are important to the states, states continue to 
centralize technology, modeling tools gain acceptance and states continue to leverage the Internet. 

 
Information Systems (H) Task Force 
 
June 2, 2007—San Francisco, CA 
 
1. Reviewed and adopted minutes from its May 9, 2007, meeting. 
 
2. Heard and adopted a report from the Technical Consulting Working Group regarding work on security and privacy 

issues within the context of distributed and interoperable state systems. There were no project requests on which to 
report. 

 
3. Heard and adopted a report from the Strategic Systems Planning Working Group that development on the National Portal 

is progressing. James Winningham (AR), Denise Matthews (NAIC) and Dan Oas (NAIC) presented at the ACORD 
LOMA conference in May.  

 
4. Heard and adopted a report from the XML-Web Services Working Group that they had made significant progress with 

the charges made to this group through webinars, conference calls and the NAIC TechEx Conference. A final report 
outline has been drafted and NAIC staff should complete a draft report by the next meeting. Once the report is accepted, 
it is being recommended the Working Group be disbanded. 

 
5. Heard that Phase III of the National Portal project would release the Financial Analyst and Financial Examiner roles to 

15 volunteer states on June 28. General availability is scheduled for Sept. 28, 2007. The Market Regulation role will be 
ready for limited production release on Sept. 28, 2007, with general availability Jan. 4, 2008. Tentatively scheduled for 
Jan. 4, 2008, is the Producer Licensing regulator role. Project Requests for the 2008 budget are under way for the next 
portal phase and a project to combine NAIC contact information. 

 
6. Heard that the Security Infrastructure project would go to production in mid-June, 2007. Training will be available for 

the Data Processing Coordinator staff. Efforts are underway to eliminate the need for everyone to change passwords. 
 
7. Heard that SERFF v5.1, which included functionality to submit and review filings, changes to Uniform Transmittal 

documents and other minor issues, was released April 4. SERFF v5.2 development is complete and in testing, with 
production scheduled later this summer. New features include Message Suppression, Public Access Confidentiality 
Mechanism, expanded Quick Text, Online Help and Quick Export. SERFF v5.3 is under construction, with a Most 
Recently Viewed list, an EFT filing indicator, new navigation function and Objection Letter tools for states. The product 
steering committee started considering 2008 enhancements.  
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8. Heard that Florida began using ClaimNet in April and 79% of claims to date have been made using the system. Training 
is scheduled for Sept. 20 – 21 in Tallahassee, FL.  

 
9. Heard that the State Producer Licensing Reengineering Project is on track from budget, business, technology and 

development perspectives. Several pieces of the technology infrastructure have been selected and acquired 
Extract/Transform/Load (ETL) analysis is under way and data mart definition is almost done. Iteration I, scheduled for 
January 2008 release, will include Business Rules Framework, Reporting Framework, Monitoring and Auditing and the 
Data Model and Database Strategy. 

 
10. Distributed the security infrastructure training schedule. 
 
11. For NIPR, provided a report on when notice is given for transaction format changes, what the notification process is, 

how different third-party partners are notified and the level of state participation in the process. 
 
March 10, 2007—New York, NY 
 
1. Adopted the recommended additions to the National Technical Architecture.  
 
2. The NAIC staff will make contact information available to state insurance departments via an Access database. 
 
3. Directed staff to continue preparation of the semi-annual Information Resources Management (H) Committee Completed 

Project Status Report for the 2007 Summer National Meeting and schedule a conference call to discuss.  
 
LIFE AND HEALTH ACTUARIAL TASK FORCE 
 
June 1-2, 2007—San Francisco, CA 
 
1. Requested that the Life Insurance and Annuity (A) Committee work on revising the Standard Valuation Law and the 

Standard Nonforfeiture Law. These were submitted for immediate approval by the Executive (EX) Committee. 
 
2. Approved the request from the Accident and Health Working Group to forward to the Health Insurance and Managed 

Care (B) Committee a referral to work on the Model Regulation to Implement the NAIC Medicare Supplement Insurance 
Minimum Standards Model Act. 

 
3. Adopted Actuarial Guideline TAB. 
 
March 9-10, 2007—New York, NY 
 
1. The Task Force voted to continue support of Model Law No. 820 (Standard Valuation Law), noting that the Task Force 

is considering revisions to facilitate conversion to a principles-based reserves, and Model Regulations No. 814 
(Recognition of the 2001 CSO Mortality Table) and No. 822 (Actuarial Opinion Memorandum Regulation). 

 
2. Continued to work on various projects related to conversion to a principles-based system: 

• The development of revisions to the Standard Valuation Law to enable principles-based reserves; 
• The development of a valuation manual 
• The development of an actuarial guideline on the appropriate use of preferred mortality tables under a recently 

adopted model regulation 
 

3. Discussed possible revisions to a new proposed actuarial guideline for establishing reserves for variable annuities (AG 
VACARVM), but decided to wait until survey results were available before exposing changes to the proposed actuarial 
guideline. 

 
4. Received reports from the following, which were primarily related to various mortality table projects and implementing a 

principles-based valuation system:  
• American Academy of Actuaries (AAA) Life Reserves Work Group 
• Various AAA work groups related to a principles-based system  

 Variable Annuity 
 Economic Scenario 
 Nonforfeiture Improvement 
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• Status reports from Society of Actuaries (SOA) studies 
 Pre-need mortality  
 Cancer mortality 
 Pandemic (Avian Flu) 

• LHATF Standard Valuation Law-2 Subgroup 
• LHATF AG VACARVM Subgroup 
 

5. Received comments from industry representatives relative to: 
• AG VACARVM 
• SVL-II and the Valuation Manual 
• Actuarial Guideline TAB 
 

6. Requested that the American Academy of Actuaries (AAA)  
• Recommend contents for the Valuation Manual 
• Recommend a process for amending the Valuation Manual 
• Review the Group Term Waiver of Premium Mortality and Recovery Tables 
 

7. Exposed for comment a combined redraft of Principles-Based Reserve for Life Products Model Regulation and proposed 
actuarial guidelines (AG VAL-PBR) and (AG DIS). This document was presented by the AAA. 

 
Accident and Health Working Group 
 
June 2, 2007—San Francisco, CA 
 
1. Discussed the refund formula in the Model Regulation to Implement the NAIC Medicare Supplement Insurance 

Minimum Standards Model Act. The Working Group decided to submit a request to work on an amendment to the model 
regulations. A subgroup will consider changes to the refund formula and consider changes to the Social Security Act. 

 
2. Reviewed a referral from the Blanks (E) Working Group regarding Long-Term Care Experience Forms for the life, 

health and property/casualty annual statements. A Working Group subgroup decided to eliminate the requirement of a 
separate signature of the qualified actuary responsible for completing the experience forms. In addition, the Working 
Group added a form to report information on long-term care products attached to life insurance or annuity policies and 
an additional form to report state specific information. Several items in the instructions need to be modified before the 
proposal will be ready to submit to the Blanks (E) Working Group.  

 
3. Reviewed a paper titled, “An Exploration of Potential Regulatory Measures Intended To Prevent Individuals At Later 

Durations of Non-Group Major Medical Products From Receiving Higher Rate Increases Than Those At Early 
Durations.” 

 
4. Discussed several minor changes to the instructions for the Accident and Health Policy Experience Exhibit and to 

Exhibit 8 of the life annual statement. 
 
5. Voted to request permission to amend the Model Regulation to Implement the NAIC Medicare Supplement Insurance 

Minimum Standards Model Act. 
 
NAIC/CONSUMER LIAISON COMMITTEE 
 
June 2, 2007—San Francisco, CA 
 
1. Received an update regarding Medicare Part D. Consumer representatives suggested the states should ensure they 

enforce oversight of marketing practices of companies selling Medicare Part D. They suggested the states use market 
conduct examinations to review the marketing policies and procedures regarding Medicare Part D.  

 
2. Received an update regarding state and federal health care reforms. Consumer representatives recommended that state 

regulators ensure they are involved in the placement of applicants in private insurers. Consumer representatives 
suggested state regulators have the knowledge and experience to oversee the market activities of private companies. In 
addition, consumer representatives provided a summary of the Indiana House Enrolled Act 1678, which was recently 
signed into law. The plan provides that chronic high-risk applicants will be referred to the Indiana Comprehensive Health 
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Insurance Association (ICHIA), the state’s high-risk pool for administration of their health plan benefits. The plan must 
offer dental and vision and pay at least 50% of the costs. In addition, the plan may not permit treatment limitations or 
financial requirements on mental health and substance abuse services that are not imposed on medical/surgical services. 
To be eligible for the plan, applicants must be 18-65 years old; a U.S. citizen; a resident of Indiana for 12 months; an 
income at 200% of the poverty level or below; no available employer-sponsored health insurance; and no insurance for 
previous six months. The consumer representatives expressed concern over the plan not including applicants under the 
age of 18. The consumer representatives requested that the NAIC to continue to fight federal proposals that cause harm 
to consumers and that each state become more involved in the health care reforms occurring in their respective 
jurisdictions.  

 
3. Received an overview of consumer disclosures. Consumer representatives suggested that consumer disclosures are not 

always an efficient and effective way to educate consumers. They stated that while consumers need information, it is 
possible that providing too much information has a detrimental effect on consumers.  

 
4. Heard concerns regarding the revised NAIC model law procedures. Consumer representatives expressed concerns over 

what they consider a fundamental change to the NAIC model law process.  
 
March 10, 2007—New York, NY 
 
1. Received introductions from the 2007 funded consumer representatives. 
 
2. Received an overview from the NAIC’s funded consumer representatives regarding Federal health care legislation and 

the implications these initiatives would have on state-based protections.  
 
3. Received an overview from the NAIC’s funded consumer representatives regarding the reinvention and modernization of 

state insurance regulation. This overview included the following topics: 
• The states have a competitive advantage over Federal regulation in the area of market regulation if the states work 

to modernize market regulation to focus on market analysis. 
• Life insurance, including insurers’ use of future travel destinations for underwriting and rating and the NAIC’s 

proposals to address Stranger Owned Life Insurance. 
• The Interstate Compact and concerns regarding the lack of high uniform standards and transparency of the 

process. 
• Auto and homeowners insurance issues, including how insurers continue to carve out coverages and the need for 

the NAIC to develop a coherent framework regarding the role of the Federal government. 
 
NAIC/INDUSTRY LIAISON COMMITTEE 
 
June 2, 2007—San Francisco, CA 
 
1. Discussed the Insurance Industry Competition Act. Industry pressed the NAIC to take a stronger stance against the bill.  
 
2. Commissioners Praeger and Cline explained the new model law process. 
 
3. Discussed the protection of sensitive data. Industry asked the NAIC and Information Resources Management (H) 
 Committee to work on best practices. 
 
March 2007—New York, NY 
 
The NAIC/Industry Liaison Committee did not meet during the 2007 Spring National Meeting. 
 
 
W:\Jun07\Other\Synopsis\Synopsis of the 2007 Summer National Meeting.doc 
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Mission
The mission of the NAIC is to assist state insurance regulators, individually and collectively,

in serving the public interest and achieving the following fundamental insurance regulatory goals in a responsive,
efficient and cost-effective manner, consistent with the wishes of its members: 

Protect the public interest;

Promote competitive markets;

Facilitate the fair and equitable treatment of insurance consumers;

Promote the reliability, solvency and financial solidity of insurance institutions;

Support and improve state regulation of insurance.
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Association Profile
The National Association of Insurance
Commissioners (NAIC) is a voluntary organiza-
tion of the chief insurance regulatory officials of
the 50 states, the District of Columbia,
American Samoa, Guam, Puerto Rico, the U.S.
Virgin Islands, and the Northern Mariana
Islands. Formed in 1871, it is the oldest associa-
tion of state officials.

The NAIC provides its Members with national
forums for discussing common issues and
interests, as well as for working cooperatively
on regulatory matters that transcend the
boundaries of their own jurisdictions.

Collectively, commissioners work to develop
model legislation, rules, regulations and white
papers to coordinate regulatory policy. The
overriding objective is to protect consumers
and help maintain the financial stability of the
insurance industry.

The NAIC provides a wide range of services to
support the work of its committees, the state
insurance departments, state and federal offi-
cials, and the public. The Association maintains
three offices. The Executive Headquarters is
located in Kansas City, MO. The two branch
offices are the Securities Valuation Office
(SVO), located in New York, NY, and the
Government Relations Office, located in
Washington, D.C.

The NAIC is committed to using state-of-the-art
information technology. To this end, the
Association maintains extensive database
and computer networks linking all insurance
departments.

The NAIC offers financial, actuarial, legal,
computer, research, market conduct and
economic expertise. Its staff maintains database
services, researches and prepares standard and
custom reports, develops uniform statutory
financial statements, monitors federal activity,
submits legal briefs, tracks alien insurers,
creates publications, conducts educational
training programs, and much more. 

Our People and Our Community
The success of the NAIC can be attributed to its diverse staff and their
commitment to providing exceptional service to Association Members,
regulators, the insurance industry and the public. It is a recognized leader
in the areas of work-life balance, flexible benefits, diversity and inclusion,
and innovative human resources practices. 

In 2006, the NAIC welcomed its 63rd infant in the workplace in the ninth
year of this highly successful and popular program. 

The NAIC and its employees have a long history as responsible commu-
nity partners—consistently giving their time and financial resources to
well-deserving community organizations. 

During the Summer National Meeting, in honor of our 135th anniversary,
the NAIC presented a check to Mary’s Center for Maternal & Child Care,
a Washington, D.C. organization providing health care, education and
social services for those in need. The amount  of the donation represents
the funds needed to provide insurance and nutrition assistance programs to
56 families—in recognition of the NAIC’s 56 Members. In addition, atten-
dees contributed $2,375 for Habitat for Humanity during the association’s
four National Meetings.

Locally, the Volunteer Resource Team (VRT) sponsored a team of 30
participants in the Kansas City Race for the Cure, raising more than $1,350
for the Susan G. Komen Breast Cancer Foundation. During Employee
Appreciation Week, a canned food sculpture contest benefited the City
Union Mission for which 4,307 cans and more than $2,200 were donated.
For the year, the VRT raised more than $10,500 for local charities.



2006 Awards

Robert Dineen Award
for Outstanding Service and Contribution

to the State Regulation of Insurance

Robert Wake
Attorney with the Maine Bureau of Insurance

Esprit de Corps
The Esprit de Corps Award was established by the
NAIC leadership in 2006 to recognize outstanding

service to the NAIC, and the demonstration of a spirit
of cooperation with its Members. 

“Esprit de Corps” is defined as “a common spirit of
comradeship, enthusiasm and devotion to a cause

among the members of a group.”

Puerto Rico Department of Insurance
Dorelisse Juarbe Jimenez, Commissioner

2006 Accreditations

Alabama
Department of Insurance

Hawaii
Insurance Division,
Department of Commerce
and Consumer Affairs 

Kansas
Insurance Department

Mississippi
Insurance Department

North Carolina
Department of Insurance

Ohio
Department of Insurance

South Carolina
Department of Insurance

Arkansas
Insurance Department

Alessandro Iuppa
2006 NAIC President
Maine Insurance
Superintendent

Walter Bell
2006 NAIC President-Elect
Alabama Insurance
Commissioner

Sandy Praeger
2006 NAIC Vice President
Kansas Insurance
Commissioner

Roger Sevigny
2006 NAIC Secretary-Treasurer
New Hampshire Insurance
Commissioner

hen using an atlas, the variety of routes heading in, out
and across each state can be mesmerizing. While on the
surface, they may look like lines scattered in all direc-
tions and marked randomly with numbers, symbols or

letters, in reality, they create an effective transportation system, guid-
ing travelers beyond state lines through the entire country’s network
of roads to their desired destinations.

Following the theme of this year’s Annual Report, “Mapping
Milestones,” the National Association of Insurance Commissioners
is comparable to a travel map’s interstate network. The NAIC houses
information collected in the 50 states, the District of Columbia and
the five U.S. territories, each with their own regulations, consumer
needs and industry issues. While each state may have different
“roads,” they all lead to the NAIC, which for 135 years has guided
and served Members, consumers and the insurance industry alike.

Like our country’s dynamic roads and high-
ways, much is achieved by states working

together through the NAIC. But words
alone don’t do justice to the many

accomplishments of 2006. Our
efforts speak for themselves.

We proved again and again
that state-based regulation

and the solvency framework
established by the states is

effective. As the physical, financial
and emotional recovery from the

devastating hurricanes of 2005 continued,
our outlook remained positive and focused on

the tasks at hand.

The Interstate Insurance Product Regulation
Commission is a prime example of a milestone

reached by the NAIC. By adding eight more states to the
Commission, half (28) of the NAIC’s 56 Member jurisdictions had
signed the Interstate Compact by year’s end, and we are confident
more will be added in the near future. The success of this initiative
goes hand-in-hand with the cooperation displayed by the many states
making the Commission a reality. A few short years ago, state
regulators saw a void and, in record time, collaborated to fill it by
supporting the Compact and the implementation of the Commission. 

Since its inception in 1871, the NAIC has provided unparalleled
service to its Members and protection to consumers. Recently, its
135-year-old track record was challenged by proponents of a federal
national charter. Some in Washington say that one federal regulator
should oversee the entire nation’s insurance industry. We believe this
would be a mistake that would ultimately harm consumers.

If you were lost, traveling across your home state, would you want
directions from someone in Washington, D.C.? Or would you prefer
guidance from an official living in your state, who knows the twists
and turns of the highways, studies the state-specific rules of the road
and travels those routes with you each day? 

In today’s market, insurance consumers and industry professionals
need real answers, in real time. Efficiently filling this need has been
the mainstay of state-based insurance regulation for the past 135
years. We firmly believe the NAIC provides the best map available to
consumers and the insurance industry.

In 2006, just as they have for well over a century, state insurance
departments worked together, constantly progressing as a cohesive
unit to provide a robust, competitive marketplace for the betterment
of the consumer.

As with the nation’s highways, the NAIC will remain “under
construction,” adding lanes and improving the route of insurance
regulation and consumer protection.

W



The following benefit payments, which reflect expected future
service, as appropriate, are expected to be paid as of December 31,
2006:

2007 $    1,008,298

2008 831,588

2009 595,578

2010 1,134,608

2011 1,516,012

2011-2016 10,157,497

The NAIC’s best estimate of contributions to be paid during 2007
is $3,000,000.

Plan assets are held by an insurance company, which invests the
plan assets in accordance with the provisions of the plan agree-
ment. The plan agreement permits investment in common stocks,
corporate bonds, U.S. Government securities and other specified
investments, based on certain target allocation percentages. Asset
allocation is primarily based on a strategy to provide stable earn-
ings while still permitting the plan to recognize potentially higher
returns through a limited investment in equity securities. Plan
assets are rebalanced as necessary based upon the minimum and
maximum restrictions set forth in the plan’s investment policy
statement. At December 31, 2006 and 2005, plan assets by catego-
ry are as follows:

2006 2005

Equity securities 41% 41%

Debt securities 59% 59%

100% 100%

Until early 2006, the NAIC maintained a second benefit plan
(Plan C) for certain employees who might have been adversely
affected as a result of a change in benefit calculation of Plan A.
Plan C had cash of $10,640 funded by the NAIC for the year
ended December 31, 2005.

The NAIC provides a supplemental defined contribution 401(a)
plan (Plan B) that covers substantially all employees with one
year or more of service. Each year, the Internal Administration
(EX1) Subcommittee determines the contribution for the next
year. In 2006 and 2005, the NAIC matched up to 3.5% of
compensation of employees who contributed to Plan B and con-
tributed 2% of all employees’ annual compensation. The pension
expense related to Plan B in 2006 and 2005 was $1,148,117 and
$1,052,888, respectively.

Note 6: Related Party Transactions
Effective January 1, 2006, the NAIC entered into a service
agreement with the National Insurance Producer Registry (the
NIPR), an affiliated entity, whereby the NAIC provides certain
administrative services to the NIPR. The NAIC receives 30% of
certain NIPR revenues, which represents a license fee for NIPR
to use the NAIC’s producer data. In addition, the NAIC receives
from NIPR, an administrative fee of $1,000,000 for services,
facilities and equipment provided by the NAIC. In 2005, the
NAIC received 28% of certain NIPR revenues for such services.
The NAIC maintains and incurs the costs related to the hardware
and software infrastructure that support both the NIPR and the
NAIC. The NAIC allocates a share of such costs to the NIPR.
Additionally, certain expenses are paid on behalf of, and
reimbursed by, the NIPR. The total amount charged during the
year and amounts owed at year-end are as follows:

2006 2005

Administrative Services/
License Fees
Charged to NIPR $  5,767,634 $ 4,053,214

Equipment Rental
(Included in Other Income)
Charged to NIPR $     211,899 $     124,788

Amounts Receivable
from the NIPR $  1,237,652 $  1,017,008

Notes to Financial Statements
December 31, 2006 and 2005
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Note 4: Operating Leases
The NAIC leases its office space in Kansas City, New York
and Washington, D.C. under noncancelable operating leases.
Certain of the agreements contain escalation clauses providing
increased rentals based on maintenance, utility and tax
increases.  The NAIC also leases certain office equipment
under noncancelable operating leases, which expire at various
dates through 2007. The accompanying financial statements
reflect rent expense on the straight-line method over the terms
of the leases. Total rental expenses under all leases for the
years ended December 31, 2006 and 2005 were $4,411,100
and $4,182,147, respectively.  

Future minimum lease payments at December 31, 2006, were:

Year Ending December 31, Amount

2007 $   4,363,989

2008 4,463,015

2009 4,784,462

2010 4,846,070

2011 4,590,445

Later Years 3,375,987

Total $   26,423,968

Notes to Financial Statements
December 31, 2006 and 2005

2005 2004

Projected Benefit Obligation $ (27,609,590) $ (26,179,971)

Fair Value of Plan Assets 20,545,819 19,238,847

Plan Assets less than Projected Benefit Obligation $     (7,063,771) $    (6,941,124)

Accumulated Benefit Obligation $ (21,144,366) $  (19,646,447)

Amounts Recognized in the Statements of Financial Position:
Prepaid (Accrued) Benefit Cost $    (598,547) $  (407,600)

Weighted-Average Assumptions Used to Determine
Benefit Obligations and Benefit Costs:

Discount Rate 6.25% 6.25%

Expected Return on Plan Assets 8.00% 8.00%

Rate of Compensation Increase 5.36% 5.36%

Benefit Cost $     2,513,721 $ 2,352,789

Employer Contribution 3,000,000 1,686,474

Benefits Paid 3,519,991 570,986

Note 5: Employee Retirement Plans
The NAIC has a noncontributory defined benefit plan (Plan A) covering all employees with a hire date prior to January
1, 2000. The benefits are based on years of service and the employee’s compensation for the five consecutive years of the
ten latest years of employment that give the highest average.
The NAIC’s funding policy is to contribute amounts sufficient to meet the minimum funding requirement set forth in the
Employee Retirement Income Security Act (ERISA) of 1974, plus such additional amounts as the NAIC may determine
appropriate from time to time. Plan A assets are invested primarily in a combination of stocks and bonds with fixed and
variable rates of return.
A measurement date of December 31 was selected for 2006 and 2005, for purposes of calculating net periodic pension
costs and for disclosure requirements of Statement of Financial Accounting Standards No. 132, Employer’s Disclosures
About Pensions and Other Post-Retirement Benefits, for Plan A.  Significant balances, costs and assumptions are: 
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Note 2: Investments and Investment Income
Investments at December 31 consisted of the following:

2006 2005

Cost Market Value Cost Market Value

U.S. Government and Agency Securities $   18,884,699 $   18,744,176 $   12,864,134 $   12,574,088

Corporate Bonds 5,808,642 5,840,085 9,150,040 9,172,116

Common Stocks and Equity Mutual Funds 14,313,843 18,001,041 12,350,286 14,845,355

$   39,007,184 $    42,585,302 $   34,364,460 $    36,591,559

Notes to Financial Statements
December 31, 2006 and 2005

Total investment income is comprised of the following:

2006 2005

Interest and Dividend Income $     1,451,100 $     1,211,856

Net Realized Gains on Investments 744,584 967,102

Net Unrealized Gains/(Losses) on Investments 1,351,020 (67,569)

$     3,546,704 $     2,111,389

Note 3: Property and Equipment
Property and equipment at December 31 consists of:

2006 2005

Furniture and Equipment $     4,925,717 $     4,563,972

Computer and Related Equipment 12,309,538 10,963,206

Computer Software 14,452,099 13,409,299

Leasehold Improvements 3,455,331 2,900,323

35,142,685 31,836,800

Less Accumulated Depreciation and Amortization 23,663,123 20,017,595

$   11,479,562 $   11,819,205

Net Assets
The NAIC allocated 100% of the next year’s budgeted operating
expenses with an 80% liquid reserve target based on liquid net
assets, or total net assets less net property and equipment. As of
December 31, 2006 and 2005, net assets are fully allocated, with
the exception of an amount maintained as unallocated equal to
1.5% of the next year’s projected consolidated net assets. The unal-
located balance will be used to fund priority regulatory initiatives
and technology projects that may arise in the next year.

Reclassifications
Certain reclassifications have been made to the 2005 financial
statements to conform to the 2006 financial statement presentation.
These reclassifications had no effect on the change in net assets. 
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Dear Members,

State-based insurance regulation is a journey that has been constantly evolving
since its inception in 1871. As we celebrate the milestone of the NAIC’s 135th

anniversary, I am inspired by the interstate cooperation that is consistently
demonstrated by our Members. 

As we chart the year’s progress, our major expedition was the implementation
of the Interstate Insurance Product Regulation Compact. Twenty-eight states
merged to form this important modernization initiative for the state-based
insurance system, providing benefits to states, policyholders and the insurance
industry. This Commission was created to enhance the efficiency and effective-
ness of product filing, review and approval, giving consumers quicker access to
competitive insurance products in an ever-changing marketplace.

In June, the Compact Commission held its inaugural meeting at the National
Press Club in Washington, D.C. Since then, Members have fueled up and
clocked their odometer with the accomplishments of forming a permanent
Management Committee, hiring Executive Director Frances Arricale, and
adopting the Public Access Rule and five Adjustable Life Uniform Standards. 

A couple of important road trips this year provided lessons in education and
cooperation. The first was a February tour of the Gulf states in the aftermath of
Katrina. One bus, carrying 21 commissioners, crossed three states in just eight
hours. A relatively short trip proved to be long on lessons learned, as Members
studied ways to better prepare for catastrophes.

In March, 19 commissioners took a road trip to New York City to help launch
Insure U, our new consumer education outreach initiative. This exciting new
program made enormous strides in educating millions of consumers by bringing
them insurance information relevant to their life stage and circumstance.

There seemed to be no speed limit on the road to modernization and improved
technology. While under construction for a major redesign, SERFF broke all
previous rate and form filing records. By year-end, more than 1,800 companies
filed 270,000 insurance forms through SERFF, a major achievement in our
Membership’s Speed to Market efforts. Meanwhile, another vehicle for
uniformity, State Based Systems (SBS), also made great strides. 

At this Junction of 135 and Route ‘06, we are proud of the distance we’ve
traveled and the bridges we’ve crossed. I invite you to review this full check-up
and diagnostic report that shows our Association is well tuned and ready to begin
another long and winding journey.

Sincerely,

Catherine J. Weatherford

Letter from the Executive Vice President & CEO

“The road is long,

With many a winding turn,

That leads us to who knows where,

Who knows when.”

—Composed  by  Bob  Russell

and  Bobby  Scott

“Two roads diverged in a wood,

and I took the one less traveled by,

And that has made all the difference.”

— Robert  Frost

Catherine J. Weatherford
NAIC Executive Vice President & CEO



Note 1: Nature of Operations and Summary
of Significant Accounting Policies
Nature of Operations
The National Association of Insurance Commissioners (the
‘NAIC’) is an organization of and for the insurance regulatory
officials of the 50 states, the District of Columbia and five
United States territories (the ‘Members’). The NAIC’s signif-
icant program is the exchange of ideas and formulation of
uniform policy where appropriate.

Use of Estimates
The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
of America requires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts
of revenues, expenses, gains, losses and other changes in net
assets during the reporting period. Actual results could differ
from those estimates.

Cash and Cash Equivalents
The NAIC considers all liquid investments with original
maturities of three months or less to be cash equivalents. At
December 31, 2006 and 2005, cash equivalents consisted
primarily of money market funds.
The NAIC maintains deposits in financial institutions in
excess of federally insured limits. Management monitors the
soundness of these financial institutions and believes the
NAIC’s risk is negligible.

Accounts Receivable
Accounts receivable are stated at the amounts billed to cus-
tomers. The NAIC provides an allowance for doubtful
accounts, which is based upon a review of outstanding receiv-
ables, historical collection information and existing economic
conditions. Past due accounts are periodically reviewed by
management. Delinquent and/or uncollectible receivables are
written off based on individual credit evaluation and specific
circumstances of the customer. 

Inventory Pricing
Inventories are stated at the lower of cost, determined by the
first-in, first-out (FIFO) method, or market.

Investments and Investment Income
Investments in equity securities having a readily determinable
fair value and investments in all debt securities are carried at
fair value. Investment income includes dividend, interest and
realized and unrealized gains and losses on investments
carried at fair value. 

Property and Equipment
Property and equipment are stated at cost. Depreciation is
computed using the straight-line method over the estimated
useful life of each asset. Leasehold improvements are depreci-
ated over the shorter of the lease term or their respective
estimated useful lives.
The cost of internally developed software is expensed until the
technological feasibility of the software has been established.
Thereafter, all software development costs are capitalized until
such time as the product is available for general release to
customers. The development costs of enhancements that
extend the life or improve the marketability of the original
product are capitalized. The establishment of technological
feasibility and the ongoing assessment of recoverability of
capitalized software development costs require considerable
judgment by management with respect to certain external fac-
tors, including, but not limited to, anticipated future revenues,
estimated economic life and changes in software and hardware
technologies. The cost of capitalized software is amortized on
the straight-line method over the products’ estimated useful
lives of 5 to 10 years.

Revenue Recognition
Revenue is recognized as follows:
• Database fee revenue is recognized upon the filing of insur-

ance companies’ annual statements.
• Publications and subscriptions revenue is recognized when

title passes to the customer.
• Services revenue is recognized upon billing, when the serv-

ice has been completed.
• Revenue from fees for state assessments apply to assessment

fiscal year ended April 30, and are recorded in the calendar
year assessed as receivables and deferred revenue. At
December 31 of each year, 1/3 of the assessments are
accounted for as deferred revenue.

Income Taxes
The NAIC is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and a similar provi-
sion of state law. However, the NAIC is subject to federal
income tax on any unrelated business taxable income. 

Notes to Financial Statements
December 31, 2006 and 2005
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With 2006 marking the 135th anniversary
of state-based insurance regulation, it is
an ideal time to pull off the road, give the
engine a rest and ponder the many miles
the NAIC has traveled. While we gaze
back on our long, sometimes arduous
road we’re confident that, from state to
state, we followed the best route, and we
can rest assured that the map that guides
us on our journey will continue to serve
us well.

As it has for the past 135 years, the
NAIC paves the way for state regulators
as they protect insurance consumers and
maintain a solvent and competitive
insurance marketplace. What better way
to celebrate so many years of dedication
and experience than for the NAIC to
improve their path in 2006 through
interstate cooperation and regulation
modernization?

Like cars and the roads they travel, the
insurance marketplace constantly evolves.
And so it is for the NAIC, which in 2006
demonstrated just how effectively it can
guide the market through winding paths
in inclement weather, providing protec-
tion and performance to consumers with
the style and grace of a vintage
Coupe deVille.

A Road Map to Success
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15

LEGEND
National Meetings
Attendance:
Spring 1,519
Summer 1,743
Fall 1,492
Winter 1,666
TOTAL 6,420

Roadside Forum for Meetings & Education
56 Interim Meetings in 2006
64 Online or Classroom NAIC Education Courses
20 Off-Site Training Programs
1,000 Conference Calls (Member Toll-Free Access)
102 Active Committees, Task Forces & Working Groups

Consumer Roadside Assistance
15 Consumer Funded Representatives
29 TV Markets Showing Fight Fake Insurance Public Service Announcements
84,000,000 Media Impressions for Insure U Campaign
8 Consumer Buyers Guides
27 Consumer Information Alerts Made Available
21,800 Hits to Consumer Information Source Web Site
103,973 Hits to Insure U Web Site (www.insureuonline.org)

Information Highway and Streamlined Processes 
1,100,000 Hits to the NAIC public Web Site
5,000,000 Hits to NAIC’s Regulator-Only I-SITE Web Site
270,000 Rate and Form Filings through SERFF
3,800,000 Producer Licensing Records in Producer Database
1,500 Online Fraud Referrals to Members
233 UCAA Applications Transmitted to Members
5,000 Annual and Quarterly Financial Statements
225,000 Securities in Valuation of Services Database
50 Financial Analysis and Examination Regulatory-Only Tools/Reports

Service Provider
85 NAIC Publications
61,025 Calls/E-mails Handled by NAIC Help Desk
10,000 Statutory Accounting & Financial Reporting Inquiries Handled
5,500 Research Library Inquiries Handled
8 Full Accreditation Reviews
34 Interim Accreditation Reviews
3 Amicus Briefs Filed 
9 Members Testifying before Congress, Federal Commissions & Executive Branch

Human Resources Center
12.8% Employee Turnover (Below National Average)
41 Internal Human Resource Development Training Programs



Statements of Cash Flows
Years Ended December 31, 2006 and 2005

Cash Flows from Operating Activities 2006 2005

Change in Net Assets $    4,298,963 $    4,169,524

Adjustments to Reconcile Change in Net Assets
to Net Cash Provided by Operating Activities:

Depreciation and Amortization 3,913,124 3,725,145

Net Realized and Unrealized Gains 
on Investments (2,095,604) (899,533)

Gain on Sale of Property and Equipment (6,709) (11,366)

Minimum Pension Liability Adjustment 677,226 283,714

Changes in:

Accounts Receivable, Net 766,698 (1,907,892)

Interest Receivable (50,053) (2,574)

Prepaid Expenses 40,855 421,511

Inventories (29,332) 282,963

Accounts Payable and Accrued Expenses (124,902) 657,885

Deferred Revenue 453,609 (5,603)

Net Cash Provided by Operating Activities 7,843,875 6,713,774

Cash Flows from Investing Activities

Purchase of Property and Equipment (3,573,481) (2,374,088)

Proceeds from Disposition of Property
and Equipment 6,709 11,366

Purchase of Investments (21,218,779) (61,128,736)

Proceeds from Disposition of Investments 17,320,640 56,243,917

Net Cash Used in Investing Activities (7,464,911) (7,247,541)

Net Increase (Decrease) in Cash and Cash Equivalents 378,964 (533,767)

Cash and Cash Equivalents, Beginning of Year 6,473,192 7,006,959

Cash and Cash Equivalents, End of Year $    6,852,156 $    6,473,192

Interstate Compact
On any journey, travelers are likely to remem-
ber landmark attractions. The biggest mile-
stone along the NAIC’s route in 2006 was the
implementation of the Interstate Insurance
Compact with the start-up of the Interstate
Insurance Product Regulation Commission
(Commission).
In May, the Compact added its 26th
member, paving the way for the creation of
the Commission to set uniform regulatory
standards for participating states, promot-
ing greater uniformity and efficiency in
an ever-changing insurance market.
The Commission allows the states
to collectively use their expertise
to develop uniform national
product standards, affording
a high level of protection to
consumers of life insurance,
annuities, disability income and
long-term care insurance products.
The Commission establishes a central point
of filing for these insurance products,
enhancing the speed and efficiency of regu-
latory decisions based on strong product
standards, and allowing
companies to
compete more
effectively in
the modern financial
marketplace.
The Commission’s
momentum
cont inued
as another state signed
the Compact, driving

its premium volume over the 40 percent oper-
ational threshold, in time for the arrival of the
Commission’s inaugural meeting in June at
the National Press Club in Washington, D.C.
“The significance of 27 states adopting the
Interstate Compact in as many months
demonstrates the commitment of state insur-
ance regulators, state legislators and gover-
nors, as well as the insurance industry, to

strengthen our state-based regulatory sys-
tem that has been successful for
135 years,” said 2006 NAIC
President and Maine Insurance
Superintendent Alessandro Iuppa.

By the end
of the year, 28

states—half of the NAIC
membership, were members of the
newly established Commission.
The Compacting states are: Alaska,
Colorado, Georgia, Hawaii, Idaho,
Indiana, Iowa, Kansas, Kentucky,
Maine, Massachusetts, Maryland,
Minnesota, Nebraska, New
Hampshire, North Carolina, Ohio,
Oklahoma, Pennsylvania, Puerto
Rico, Rhode Island, Texas, Utah,
Vermont, Virginia, Washington, West
Virginia and Wyoming.

Commissioners Gulf Tour
State insurance regulators began the year by
studying the past—and preparing for the
future. As part of many ongoing disaster
planning exercises, 21 commissioners
participated in an eight-hour bus tour
through the Gulf states to survey the damage
of Hurricane Katrina and the 2005 hurricane
season. It was a relatively short trip—long
on lessons learned. 

Mobilizing for Protection
To help protect members of the Armed Forces
from inappropriate life insurance sales prac-
tices, the NAIC placed speed bumps, orange
barrels and warning signs on its interstate
information highway. In addition to creating a
Web site and an educational brochure for
military personnel, the NAIC signed a
Memorandum of Understanding with the U.S.
Department of Defense to enhance consumer
protections.
The Association also supported the passage of
the Military Personnel Financial Services
Protection Act. The measure clarifies the
application of state insurance and securities
protections on military installations and out-
laws the sale of certain high-cost mutual funds
and insurance products targeted toward
military personnel. The Act calls on the NAIC
to work with the Secretary of Defense to
improve the quality of life insurance products
sold on military installations and to imple-
ment appropriate standards to protect military
personnel.
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National Association of Insurance Commissioners

“. . . we hope to focus on the lessons we can learn from what happened in the Gulf states,
and how we can transcend that by putting together a plan to respond to disasters such as
this. No state is immune from disasters of one kind or another.”

—Alessandro  Iuppa,
Maine  Superintendent  of  Insurance



Statements of Activities
Years Ended December 31, 2006 and 2005

2006 2005

Revenues, Gains and Other Support

Database Fees $   23,916,180 $   24,380,825

Publications and Subscriptions 14,895,370 14,633,096

Services 10,691,710 10,476,640

Administrative Services/License Fees 5,676,642 4,053,214

Investment Income 3,546,704 2,111,389

National Meeting Registration Fees 2,103,200 1,455,312

State Assessments 1,968,635 1,917,841

Education and Training 988,992 865,635

Other 394,951 281,915

Total Revenues, Gains and Other Support 64,182,384 60,175,867

Expenses

Salaries 26,777,329 24,834,866

Employee Benefits 8,314,902 7,726,905

Rental and Maintenance 6,847,679 6,479,268

Professional Services 4,448,679 5,116,542

Depreciation and Amortization 3,913,124 3,725,145

Travel and Transportation 2,697,158 2,120,618

Office Services 1,883,455 1,525,202

Education and Training 1,327,312 1,252,611

Meetings 1,039,824 884,357

Other 820,395 289,119

Temporary Personnel 536,497 478,546

Insurance and Taxes 421,585 378,306

Printing 226,484 543,473

Bad Debt Expense (Recovery) (48,228) 367,671

Total Expenses 59,206,195 55,722,629

Change in Net Assets Before Minimum 
Pension Liability Adjustment 4,976,189 4,453,238

Minimum Pension Liability Adjustment (677,226) (283,714)

Change in Net Assets 4,298,963 4,169,524

Net Assets, Beginning of Year 54,353,517 50,183,993

Net Assets, End of Year $   58,652,480 $   54,353,517

See Notes to Financial Statements.
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“I think what’s happened here is a lack of education
relative to the real needs of flood insurance. We need to
determine just how we can look forward to help people
be more prepared.”

—Linda  Watters,
Michigan  Insurance  Commissioner

A Well Worn
International Passport
From Washington D.C., to Beijing, with stops
as far away as China, Korea, Brazil, Russia,
Hong Kong and the British Virgin Islands,
2006 saw NAIC Members go far beyond the
borders of their own states and country to
effect the entire world’s insurance market-
place. Through these efforts, U.S. companies
can operate overseas under the standards of
regulatory transparency and procedural due
process required to compete. While within our
own borders, regulators ensure the fair and
robust participation of foreign companies.
Through the NAIC’s International Internship
Program, regulators from around the globe
come to see first hand the effective regulation
of the U.S. insurance market.

College Road Trip
The NAIC paved a new path for consumer
information with the launch of Insure U.
Designed like a college curriculum at
www.InsureUonline.org, the program
includes a basic introduction to the four major
types of insurance—auto, home,
life and health—as well as
special considerations for
young singles, young
families, established
families and empty
nesters/seniors.
Consumers can test their
knowledge about insurance

by taking an online quiz, which upon success-
ful completion, earns them the ability to
download the official Insure U Diploma.
“For many consumers, understanding insur-
ance and determining what kind of coverage
they need to protect themselves and their
families can be very difficult,” Iuppa said.
“State insurance departments across the U.S.
have embraced Insure U as a powerful,
coordinated initiative to help consumers make
smarter insurance decisions.”

All Aboard:
Cooperation Station
One of the driving forces behind Insure U’s
success is the availability of the material in
Spanish. In December, the NAIC bestowed its
first Esprit de Corps Award to the Puerto Rico
Department of Insurance. For the past year, the
Puerto Rico Department of Insurance has
translated monthly NAIC consumer alerts into
the Spanish language. In addition, the depart-
ment translated the entire Insure U Web site, a
process that would have cost thousands of
dollars to outsource.
The Esprit de Corps Award was established by

the NAIC leadership in 2006 to recognize
outstanding service to the Association

and cooperation with its Members.
“Esprit de Corps” is defined as “a

common spirit of comradeship,
enthusiasm and devotion to a
cause among the members of a
group.”

Connecting State Technology
through GPS— a Greater
Portal System
Through shared vision and resources, state
insurance regulators are charting the course
for a national insurance regulatory portal.
In December, regulators saw a working
prototype of MyNaic.org, which brought
access to tools, data, and applications. What
makes this Web experience unique is the
tremendous mix of information designed
specifically for each regulatory role.
Commissioners, Financial Examiners, and
Financial Analysts have immediate access to
what they need, when they need it. A produc-
tion rollout and additional roles are planned
for 2007.

“All the states have pitched in. This is truly a national calamity and I know
that we’ll work together to help New Orleans rebuild and hopefully help the
nation prepare for these types of events in the future.”

—Howard  Mills,
New  York  Insurance  Superintendent



Statements of Financial Position
December 31, 2006 and 2005

Assets 2006 2005

Cash and Cash Equivalents $     6,852,156 $     6,473,192

Accounts Receivable, Net of Allowance of
$2,764,901 in 2006 and $3,691,027 in 2005 6,745,153 7,511,851

Interest Receivable 221,686 171,633

Prepaid Expenses 1,431,320 1,472,175

Inventories 209,715 180,383

Investments 42,585,302 36,591,559

Total Current Assets 58,045,332 52,400,793

Property and Equipment, Net 11,479,562 11,819,205

Total Assets $   69,524,894 $   64,219,998

Liabilities

Accounts Payable and Accrued Expenses $     7,485,480 $     6,933,156

Deferred Revenue 3,386,934 2,933,325

Total Liabilities 10,872,414 9,866,481

Net Assets

Board-Designated Endowment — 81,337

Allocated 58,731,313 53,726,451

Unallocated 882,107 829,443

Minimum Pension Liability Adjustment (960,940) (283,714) 

Total Unrestricted Net Assets 58,652,480 54,353,517

Total Liabilities and Net Assets $   69,524,894 $   64,219,998

See Notes to Financial Statements.

Hybrid Securities
In 2006, the NAIC’s Securities Valuation
Office (SVO) brought to light concerns
regarding new developments in hybrid
securities. Working with industry, the NAIC
developed a short-term proposal for the
treatment of hybrid securities—establishing
their definition, their risk-based capital
treatment, and their disclosure requirements
in the Notes to Financial Statements of
the Statutory Annual
Statement. This treat-
ment will be reflected
in 2006 finan-
cial statements
and will remain
for 2007 unless
a long-term
approach is
developed prior to Jan. 1, 2008. 

Reinsurance
Regulation
under Review
During 2006, the Reinsurance (E) Task
Force adopted a proposal to amend the
regulatory framework for the supervision
of reinsurance to focus on broad-based risk
and credit criteria, and not solely on U.S.
licensure status. In addition, the Task Force
proposed the creation of a Reinsurance
Evaluation Office (REO) to serve as the
foundation for a risk-based evaluation
process for collateral recalibration. As
conceived, the REO would assign reinsurer
ratings based on: financial strength, operat-

ing integrity, business operations, claims-
paying history, management expertise and
overall performance. Collateral requirements
for each reinsurer would depend on its
REO rating.

The NAIC continued work on finite reinsur-
ance at the International Association of
Insurance Supervisors (IAIS), by leading an
international effort to revise the IAIS guid-
ance paper, entitled “Supervisory Guidance

Paper on Risk
Transfer, Disclosure
and Analysis of Finite

Reinsurance.”
The paper pro-

vides a historical
review of finite

reinsurance, along with
a review of the various
contracts and the regula-
tory practices employed by
international jurisdictions.

Model Audit Rule
Amendments to the Model Regulation
Requiring Annual Audited Financial Reports,
commonly referred to as the Model Audit
Rule, were adopted by the NAIC
Membership in 2006. These amendments are
the culmination of a three-year collaborative
effort between regulators, industry represen-
tatives and trade associations. The revisions
incorporate new requirements for insurance
companies related to auditor independence,
corporate governance and review of internal
control over financial reporting. In addition,
an implementation guide was developed to

assist regulator and industry understanding
and compliance with the new requirements.

International Accounting
and Solvency
Working with the financial regulatory
community, NAIC staff made further inroads
at the International Accounting Standards
Board (IASB) and the IAIS. With the chair-
manship of the IAIS insurance contracts
subcommittee, the NAIC was able to provide
significant input into the IAIS’ Second
Liabilities paper. Through the newly formed
International Solvency Initiatives Working
Group, the NAIC is taking a greater role in the
efforts of the IAIS’ Solvency and Actuarial
Issues Subcommittee to formulate common
regulation for solvency worldwide.

Medicare Part D
In 2006, the NAIC completed its efforts to
provide specific direction and disclosure on
the accounting and reporting for Medicare
Part D established under the Medicare
Modernization Act. The accounting in
Interpretation 05-05 was established in late
2005 and provided the framework for a new
supplemental schedule to the 2006 statutory
annual statement, which is required to be
completed by all entities providing Medicare
Part D coverage under stand-alone prescrip-
tion drug programs. The supplemental
schedule allows regulators to better assess the
impact of the program on reporting entities
and is used to establish the appropriate
amount of risk-based capital. 
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A total of 49 state insurance departments, as well as the District of Columbia Insurance
Department are currently accredited under the NAIC’s Financial Regulation Standards
and Accreditation Program. Eight insurance departments were granted continued
accreditation for compliance with these standards in 2006.



Amendments to the Model Regulation Requiring Annual Audited Financial Reports, commonly
referred to as the Model Audit Rule, were adopted by the NAIC membership in 2006. These
amendments are the culmination of a three-year collaborative effort between regulators, industry
representatives and trade associations. The revisions incorporate new requirements for insurance
companies related to auditor independence, corporate governance and review of internal control
over financial reporting.

2006 Financial Summit
In February, the NAIC hosted the second
annual Financial Summit in support of the
financial solvency initiatives occurring within
the Financial Condition (E) Committee and
Financial Regulation Standards and
Accreditation (F) Committee. Held in
Orlando, Florida, the Summit spanned two
and a half days and covered topics including
updates to the risk assessment examination
initiative, principles-based reserving, the
Insurer Receivership Model Act and other
receivership issues, revisions to the Model
Audit Rule, and accreditation review prac-
tices. More than 313 financial regulators and
industry members attended the conference.

Accreditation
Forty-nine state insurance departments, as
well as the District of Columbia Insurance
Department are currently accredited under the
NAIC’s Financial Regulation Standards and
Accreditation Program. Eight insurance
departments were granted continued accredi-
tation for compliance with these standards
in 2006. Eleven additional reviews were
conducted by NAIC Staff to assist states in
ensuring continued compliance with the
accreditation standards.

Risk Assessment
The Risk Assessment Working Group
(RAWG) adopted the revised risk-focused
surveillance guidance for the Financial
Condition Examiners Handbook. The key
elements of the process are:

Evaluating insurers’ inherent
operational risks
Integrating examination and analysis
Providing risk indicators to add relevance to
financial data

In addition, the Working Group initiated
training on the risk-focused process, conduct-
ing nine sessions for more than 300 regulators
in 2006. 

In 2007, the Working Group will continue
to monitor the implementation of the new
examination approach and will finalize
recommendations pertaining to its accredita-
tion impact. Additionally, 14 sessions of the
training program are scheduled to provide
risk-focused examination training to more
than 500 regulators. 

Capital Requirements
Through significant state cooperation, finan-
cial reporting and capital requirements using
the risk-based capital (RBC) formulas
continue to be implemented at a national level.
RBC requirements related to interest rate and
market fluctuation (C-3) risk were modified
nationwide from a factor-based approach to a
modeling-based approach for certain variable
annuity products. This approach is similar to
international advancements of using internal
models to develop capital requirements, which
continue to be analyzed in response to poten-
tial changes from rules-based to principles-
based life insurance reserving.

Securities Valuation Office
The New York City-based SVO supplies
regulators with research on financial markets
and individual company portfolios. Its efforts
ensure that regulators see clearly the credit
quality and security value of the assets held by
the companies it regulates. 

As the only independent credit assessor for the
distinct non-rated securities holdings, the SVO
handled approximately 11,000 securities or
approximately $400 billion in insurance
company investments in 2006. In addition,
state regulators leverage the SVO’s credit
expertise, requiring insurance companies to
report to the SVO Schedule BA assets and
other complex securities with fixed income
characteristics. As a result, state regulators can
better evaluate the financial strength of these
investment types.

In 2006, the SVO expanded its regulatory
support functions through two research
units: the Investment Research Unit (IRU),
which conducts holistic analysis of an
insurance company’s investment portfolio;
and the Financial and Insurance Market
Research Unit (F&IM), which reports daily,
monthly and quarterly on the securities,
insurance and investment industries.
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Market Analysis
The NAIC identifies, assesses and prioritizes
market conduct problems that adversely
impact consumers. The Market Conduct
Annual Statement (MCAS) continues to
develop as an analysis tool, helping regulators
allocate resources and improve their use. To
date, 22 states participate in the MCAS, using
2005 data. Based upon this analysis, states are
now able to enter data
on a variety of regulato-
ry actions through
the Market Initiatives
Tracking system, evaluat-
ing available regulatory
options before an exami-
nation is called.

Uniformity
The NAIC adopted core
competencies, focusing on state resources,
market analysis, state market regulatory
options, and interstate collaboration. Core
competencies are general topics/areas in
state insurance department market regulato-
ry functions designed to measure the states’
ability to efficiently and effectively regulate
the insurance marketplace. Implementation
is monitored as states self-certify their
compliance with these standards.

Collaboration
The Market Analysis Working Group
(MAWG) became operational in 2006 to
centralize coordination for interstate market
regulatory actions. MAWG convened more
than 40 conference calls and meetings in 2006
to develop formal procedures and, more
importantly, coordinate numerous multi-state
actions. For example, state coordination
generated a settlement for 48 jurisdictions

regarding inappropriate sales
practices targeting

members of the Armed
Forces. Immediate

cash refunds and inc-
reased policy benefits

totaling $70 million were
made available to affected

members of the Armed Forces.

Producer Licensing
Major steps were taken to streamline non-
resident licensing and producer appointments.
The following processes are now done
electronically:

45 jurisdictions license non-residents
26 jurisdictions renew non-resident licenses
41 jurisdictions process appointments and
terminations
45 jurisdictions utilize National Producer
Numbers
50 jurisdictions have eliminated paper
certifications

As progress is made, the  NAIC continues to
focus on adopting uniform standards, for:

producer licensing qualifications

pre-licensing education
producer licensing tests
background checks
the application process
the appointment process
continuing education requirements
limited line uniformity

The NAIC continues to evaluate the
rationale behind state non-compliance with
uniformity standards.

Military Sales Issues
The NAIC believes members of the Armed
Forces should be protected from inappropriate
life insurance sales practices and has
accomplished the following to do so: 

produced Web content specifically address-
ing insurance issues for military personnel
created an educational brochure outlining
items military personnel should consider
when purchasing life insurance policies
signed an MOU with the Department of
Defense to encourage the distribution of the
educational brochure on military bases 
added a new complaint code to the
Complaint Database System (CDS) to track
the complaints of military personnel
provided the Department of Defense with
appropriate state contact information to
facilitate the sharing of complaint informa-
tion regarding military personnel
modified the Senior Protection in Annuity
Transactions Model Regulation to ensure
the consumer protections in this model
apply to all individuals, regardless of age
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Through  the Online Fraud Reporting System, consumers and industry submit
suspected fraud through one location. The Guidelines for International Enforcement
Cooperation and an Unauthorized Transaction of Insurance Criminal Model Act
adopted in 2006, enhance the efforts of insurance supervisors, law enforcement and
other international antifraud organizations.

The NAIC continues to
make key functions of market
analysis,  uniformity and
collaboration more efficient
and effective. 



Get Smart About Insurance
In March 2006, the NAIC launched an ambitious, new national public education program
to help consumers make well-informed decisions about their insurance purchases.

Insure U is a multi-media public education initiative built on a virtual “university
curriculum.” The online program teaches consumers about the four basic types of
insurance: auto, home, life and health in four life stages. The curriculum is based on
original consumer research of people’s knowledge of their insurance needs.

Along with the online curriculum at www.InsureUonline.org, the NAIC
produced a new Stop. Call. Confirm. TV public service announcement. 

To enhance the relevance of this PSA to local audiences, tailored
versions were produced for each individual state with a
tag that includes an on-camera message
from the state’s insurance commissioner
and the department’s phone number.

The TV PSA alone has already generat-
ed nearly 83 million impressions. The
Insure U Web site had 103,973 visitors in its
first nine months.

14
15

National Association of Insurance Commissioners

Insure U Fight Song
Cheer, cheer for Insure U’s fame,

Helping consumers’ the name of our game

Fighting fraud with all our heart,

We teach the public to Get Smart!

Led by commiss’ners,

Con men will squirm

As people start to Stop, Call, Confirm

Insure U, your goal is clear

So onward to victory!

Insure U Research
Key Findings:

20 percent of young singles say they
would let their auto insurance policies
lapse to save money and 18 percent
would decline employer health insurance
to save money.

Fewer than half of young families have
purchased life insurance on their own
for either spouse.

Only 12 percent of empty nesters/seniors
think they are very likely to need
long-term care, and they significantly
underestimate the cost of such care.

Only 45 percent of consumers get suspi-
cious about the number one warning
sign associated with fake insurance:
A policy that costs significantly less
(i.e. 15-20 percent less) than other
policies with comparable coverage.

System for Electronic Rate
& Form Filing (SERFF)
SERFF achieved a significant milestone in
2006, surpassing any previous year’s filing
traffic. Key to the NAIC membership’s
Speed to Market efforts, SERFF underwent
a significant, multi-year redesign unveiled
as SERFF v5.0 on October 30. The
enhanced system was designed by rate and
form filing regulators and insurance compa-
ny filers through many meetings and confer-
ence calls. The transition from the previous
SERFF system to SERFF v5.0 occurred
seamlessly and was met with overwhelm-
ingly positive feedback from users.

By year’s end, 52 jurisdictions were
utilizing SERFF, including 43
states applying the Uniform
Product Coding Matrices in
99 business areas. Simply by
utilizing SERFF v5.0, these
jurisdictions comply with
Uniform Transmittals, sub-
stantially improving rate and
form filing efficiency. 

In 2006, more than 1,800
companies submitted 270,000
filings through SERFF, a 45%
increase over volumes in 2005!
Also, 17 states now accept
electronic funds transfers through
SERFF, enabling companies to
submit fees via the system. 

Not resting on the SERFF v5.0 redesign, the
NAIC’s commitment to Speed to Market
continues with enhancements scheduled for
2007 and 2008.

State Based Systems
(SBS)
SBS is a robust Web application that auto-
mates and streamlines state regulatory
processes. Supporting the full life cycle of
activities, including licensing, consumer
services, enforcement, product approvals,
revenue management and a host of other
activities, SBS ensures efficient and

accurate processing through a fully
integrated system. Its design stream-

lines every critical process, to increase
productivity, and to decrease the cost of

doing business. SBS serv-
ices provide immediate,
direct access to information

for every facet and function of
insurance regulation.

By year-end, six states had
either implemented or were in
the process of implementing
SBS. Significant to its value
is the guarantee that its
components will always be
compliant with initiatives that
require integration between
states and the NAIC, minimiz-
ing the state’s dependence on
homegrown or third-party
systems. SBS fully integrates
with NAIC systems such as 

I-SITE and SERFF, providing significant
advantages to its users and eliminating the
need to support multiple systems with
similar features.

National Portal
Web Technology
Continuing along the path set in 2003,
an important milestone was met toward
creating an online working environment
designed to meet specific regulator activi-
ties. In December, the NAIC demonstrated a
prototype of the My.NAIC.org Web site with
formats designed for the following roles:
Commissioner, Financial Examiner, and
Financial Analyst. A production roll out
for these roles and the development of
additional tool sets are planned for 2007. 

National Insurance
Producer Registry (NIPR)
2006 was a banner year for NIPR as they
kicked off their 10th year. A celebration was
held at the NAIC Fall National Meeting in
St. Louis, MO. NIPR revenues reached
more than $19 million, 5.7 million producer
database detail reports were processed and,
at mid-year the NIPR Gateway processed its
30 millionth transaction. The states in which
electronic non-resident licensing is available
increased to 45, and non-resident renewals
became available in 26 states. The year
ended with NIPR on target to roll out elec-
tronic producer address change requests dur-
ing 2007. 



National Insurance
Act Legislation
During 2006, federal legislation was
introduced that would create a parallel,
federal system of insurance regulation
allowing insurers and producers to elect
between two systems of regulation. The
NAIC conducted a congressional outreach
campaign, meeting with all 535 members of
Congress and/or their staff to inform them of
the successes and benefits of state-based
insurance regulation. The NAIC continued
to facilitate the dialogue between
Insurance Commissioners and mem-
bers of Congress to explain the
reasons in favor of preserving
state insurance regulation and
not establishing a federal
insurance regulatory scheme. 

In July, NAIC President Alessandro Iuppa
testified to the Senate Banking Committee
on insurance regulatory reform. He
emphasized that state officials are best
positioned to respond quickly and fashion
remedies responsive to local conditions.
He also said state regulation is directly
accountable to consumers and can more
effectively monitor claims-handling,
underwriting, pricing and marketing
practices. The National Governors
Association and the National Conference
of State Legislatures joined the NAIC in
supporting the success, experience and
effectiveness of the state-based system
and in opposing federal regulation.

Small Business
Health Plans
In 2006, the NAIC sent letters to the
congressional committee and House leader-
ship, providing the reasons the Association
Health Plan (AHP) legislation would be
devastating to consumers—raising the pre-
miums of the unhealthy promoting fraud,
eliminating key consumer protections, and
leading to plan failures and unpaid claims.

The NAIC also provided tech-
nical assistance to a

bipartisan effort in the
Senate to discuss alter-

natives to the AHP
legislation that
would preserve
state consumer
protections and
oversight, requir-

ing the plans to be
licensed by the states
and meet state solvency
requirements.

The NAIC shared its
concerns regarding the
preemption of state pre-
mium regulations and

fragmentation of
the small group
market and ulti-

mately was unable to support the bill
passed by the Senate committee (the Enzi-
Nelson bill). The NAIC members met with
Sens. Enzi (R-WY) and Nelson (D-NE) at 

the NAIC’s Spring National Meeting via
teleconference to discuss concerns with the
impact of the proposed legislation.                

Military Personnel
Financial Services
Protection Act
The NAIC supported the passage of the
Military Personnel Financial Services
Protection Act, which President Bush signed
into law in September. The measure clarifies
the application of state insurance and securi-
ties protections on military installations and
outlaws the sale of certain high-cost mutual
funds and insurance products that target
military personnel. The Act calls on the
NAIC to work with the U.S. Secretary of
Defense to improve the quality of life
insurance products sold on military installa-
tions and to implement appropriate stan-
dards to protect military personnel.

Coastal Insurance Markets
Ongoing challenges in the insurance market-
place stemming from the hurricanes of 2005
played a major role in the discussion of
flood insurance reform. The NAIC provided
technical assistance to Congress and was
instrumental in developing a proposal 
mandating the flood insurance program to
participate in state-sponsored, non-binding
mediation programs when flood and “wind”
claims are involved. Florida Commissioner
Kevin McCarty, on behalf of the NAIC,
testified twice to House panels on coastal

12
13

National Association of Insurance Commissioners

insurance market issues, emphasizing the
need for a federal role in catastrophe insur-
ance, including supporting a federal com-
mission to recommend a strategy to address
the nation’s exposure to natural disasters.

Medicare Prescription Drug
Program Implementation
Wisconsin Commissioner Jorge Gomez
testified before the House Ways and Means
Committee on implementation issues identi-
fied by state insurance regulators, including
presenting recommendations for improve-
ments to protect consumer rights. The NAIC
Senior Issues (B) Task Force developed a
Memorandum of Understanding between
states and the Centers for Medicare and
Medicaid Services (CMS) for the sharing
of complaint information regarding plans
and producers.

McCarran-Ferguson
Antitrust Exemption
The McCarran-Ferguson Antitrust
Exemption received scrutiny in 2006.
During the summer, Illinois Director
Michael McRaith testified before the Senate
Judiciary Committee, and to the Antitrust
Modernization Commission, explaining how
McCarran-Ferguson combines with state
insurance supervision to foster a vibrant,
competitive insurance marketplace. 

International Activities
In 2006, the NAIC continued to chair key
international groups, most significantly the
IAIS. With this prominence in the interna-
tional regulatory community, the NAIC
played a critical role—overseeing the effec-
tive function of the IAIS as a global standard
setter and in the development of its new
vision. The NAIC chaired IAIS committees
working on international standards for
accounting, global reinsurance supervision
and international insurer solvency principles.

At the IAIS Annual Conference in Beijing,
NAIC President Alessandro Iuppa and NAIC
President-Elect Walter Bell met with
Premier Wen Jiabao, China’s head of gov-
ernment charged with facilitating economic
reforms, to discuss the development of
domestic and international insurance mar-
kets and their impact on concerns such as
health care and retirement. The benefits of

regulatory transparency and procedural due
process was an important message of the
NAIC in regulatory dialogues conducted
with international insurance regulators. To
memorialize new relationships being devel-
oped, the NAIC entered Memoranda of
Understanding with insurance regulators in
Russia and Hong Kong in 2006.

A key contribution of the NAIC to the devel-
opment of insurance regulatory skills world-
wide is embodied in the International
Internship Program. The third year of the
program saw a team from China, Korea,
Brazil and the British Virgin Islands attend
training and participate in a six-week intern-
ship in several states. Host states created a
valuable learning experience for the interns
and ensured their active participation in the
U.S. insurance regulatory process.

In July, NAIC President Alessandro Iuppa testified to the Senate Banking
Committee  on insurance regulatory reform. He emphasized that state
officials are best positioned to respond quickly and fashion remedies
responsive to local conditions.



National Insurance
Act Legislation
During 2006, federal legislation was
introduced that would create a parallel,
federal system of insurance regulation
allowing insurers and producers to elect
between two systems of regulation. The
NAIC conducted a congressional outreach
campaign, meeting with all 535 members of
Congress and/or their staff to inform them of
the successes and benefits of state-based
insurance regulation. The NAIC continued
to facilitate the dialogue between
Insurance Commissioners and mem-
bers of Congress to explain the
reasons in favor of preserving
state insurance regulation and
not establishing a federal
insurance regulatory scheme. 

In July, NAIC President Alessandro Iuppa
testified to the Senate Banking Committee
on insurance regulatory reform. He
emphasized that state officials are best
positioned to respond quickly and fashion
remedies responsive to local conditions.
He also said state regulation is directly
accountable to consumers and can more
effectively monitor claims-handling,
underwriting, pricing and marketing
practices. The National Governors
Association and the National Conference
of State Legislatures joined the NAIC in
supporting the success, experience and
effectiveness of the state-based system
and in opposing federal regulation.

Small Business
Health Plans
In 2006, the NAIC sent letters to the
congressional committee and House leader-
ship, providing the reasons the Association
Health Plan (AHP) legislation would be
devastating to consumers—raising the pre-
miums of the unhealthy promoting fraud,
eliminating key consumer protections, and
leading to plan failures and unpaid claims.

The NAIC also provided tech-
nical assistance to a

bipartisan effort in the
Senate to discuss alter-

natives to the AHP
legislation that
would preserve
state consumer
protections and
oversight, requir-

ing the plans to be
licensed by the states
and meet state solvency
requirements.

The NAIC shared its
concerns regarding the
preemption of state pre-
mium regulations and

fragmentation of
the small group
market and ulti-

mately was unable to support the bill
passed by the Senate committee (the Enzi-
Nelson bill). The NAIC members met with
Sens. Enzi (R-WY) and Nelson (D-NE) at 

the NAIC’s Spring National Meeting via
teleconference to discuss concerns with the
impact of the proposed legislation.                

Military Personnel
Financial Services
Protection Act
The NAIC supported the passage of the
Military Personnel Financial Services
Protection Act, which President Bush signed
into law in September. The measure clarifies
the application of state insurance and securi-
ties protections on military installations and
outlaws the sale of certain high-cost mutual
funds and insurance products that target
military personnel. The Act calls on the
NAIC to work with the U.S. Secretary of
Defense to improve the quality of life
insurance products sold on military installa-
tions and to implement appropriate stan-
dards to protect military personnel.

Coastal Insurance Markets
Ongoing challenges in the insurance market-
place stemming from the hurricanes of 2005
played a major role in the discussion of
flood insurance reform. The NAIC provided
technical assistance to Congress and was
instrumental in developing a proposal 
mandating the flood insurance program to
participate in state-sponsored, non-binding
mediation programs when flood and “wind”
claims are involved. Florida Commissioner
Kevin McCarty, on behalf of the NAIC,
testified twice to House panels on coastal
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insurance market issues, emphasizing the
need for a federal role in catastrophe insur-
ance, including supporting a federal com-
mission to recommend a strategy to address
the nation’s exposure to natural disasters.

Medicare Prescription Drug
Program Implementation
Wisconsin Commissioner Jorge Gomez
testified before the House Ways and Means
Committee on implementation issues identi-
fied by state insurance regulators, including
presenting recommendations for improve-
ments to protect consumer rights. The NAIC
Senior Issues (B) Task Force developed a
Memorandum of Understanding between
states and the Centers for Medicare and
Medicaid Services (CMS) for the sharing
of complaint information regarding plans
and producers.

McCarran-Ferguson
Antitrust Exemption
The McCarran-Ferguson Antitrust
Exemption received scrutiny in 2006.
During the summer, Illinois Director
Michael McRaith testified before the Senate
Judiciary Committee, and to the Antitrust
Modernization Commission, explaining how
McCarran-Ferguson combines with state
insurance supervision to foster a vibrant,
competitive insurance marketplace. 

International Activities
In 2006, the NAIC continued to chair key
international groups, most significantly the
IAIS. With this prominence in the interna-
tional regulatory community, the NAIC
played a critical role—overseeing the effec-
tive function of the IAIS as a global standard
setter and in the development of its new
vision. The NAIC chaired IAIS committees
working on international standards for
accounting, global reinsurance supervision
and international insurer solvency principles.

At the IAIS Annual Conference in Beijing,
NAIC President Alessandro Iuppa and NAIC
President-Elect Walter Bell met with
Premier Wen Jiabao, China’s head of gov-
ernment charged with facilitating economic
reforms, to discuss the development of
domestic and international insurance mar-
kets and their impact on concerns such as
health care and retirement. The benefits of

regulatory transparency and procedural due
process was an important message of the
NAIC in regulatory dialogues conducted
with international insurance regulators. To
memorialize new relationships being devel-
oped, the NAIC entered Memoranda of
Understanding with insurance regulators in
Russia and Hong Kong in 2006.

A key contribution of the NAIC to the devel-
opment of insurance regulatory skills world-
wide is embodied in the International
Internship Program. The third year of the
program saw a team from China, Korea,
Brazil and the British Virgin Islands attend
training and participate in a six-week intern-
ship in several states. Host states created a
valuable learning experience for the interns
and ensured their active participation in the
U.S. insurance regulatory process.

In July, NAIC President Alessandro Iuppa testified to the Senate Banking
Committee  on insurance regulatory reform. He emphasized that state
officials are best positioned to respond quickly and fashion remedies
responsive to local conditions.



Get Smart About Insurance
In March 2006, the NAIC launched an ambitious, new national public education program
to help consumers make well-informed decisions about their insurance purchases.

Insure U is a multi-media public education initiative built on a virtual “university
curriculum.” The online program teaches consumers about the four basic types of
insurance: auto, home, life and health in four life stages. The curriculum is based on
original consumer research of people’s knowledge of their insurance needs.

Along with the online curriculum at www.InsureUonline.org, the NAIC
produced a new Stop. Call. Confirm. TV public service announcement. 

To enhance the relevance of this PSA to local audiences, tailored
versions were produced for each individual state with a
tag that includes an on-camera message
from the state’s insurance commissioner
and the department’s phone number.

The TV PSA alone has already generat-
ed nearly 83 million impressions. The
Insure U Web site had 103,973 visitors in its
first nine months.
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Insure U Fight Song
Cheer, cheer for Insure U’s fame,

Helping consumers’ the name of our game

Fighting fraud with all our heart,

We teach the public to Get Smart!

Led by commiss’ners,

Con men will squirm

As people start to Stop, Call, Confirm

Insure U, your goal is clear

So onward to victory!

Insure U Research
Key Findings:

20 percent of young singles say they
would let their auto insurance policies
lapse to save money and 18 percent
would decline employer health insurance
to save money.

Fewer than half of young families have
purchased life insurance on their own
for either spouse.

Only 12 percent of empty nesters/seniors
think they are very likely to need
long-term care, and they significantly
underestimate the cost of such care.

Only 45 percent of consumers get suspi-
cious about the number one warning
sign associated with fake insurance:
A policy that costs significantly less
(i.e. 15-20 percent less) than other
policies with comparable coverage.

System for Electronic Rate
& Form Filing (SERFF)
SERFF achieved a significant milestone in
2006, surpassing any previous year’s filing
traffic. Key to the NAIC membership’s
Speed to Market efforts, SERFF underwent
a significant, multi-year redesign unveiled
as SERFF v5.0 on October 30. The
enhanced system was designed by rate and
form filing regulators and insurance compa-
ny filers through many meetings and confer-
ence calls. The transition from the previous
SERFF system to SERFF v5.0 occurred
seamlessly and was met with overwhelm-
ingly positive feedback from users.

By year’s end, 52 jurisdictions were
utilizing SERFF, including 43
states applying the Uniform
Product Coding Matrices in
99 business areas. Simply by
utilizing SERFF v5.0, these
jurisdictions comply with
Uniform Transmittals, sub-
stantially improving rate and
form filing efficiency. 

In 2006, more than 1,800
companies submitted 270,000
filings through SERFF, a 45%
increase over volumes in 2005!
Also, 17 states now accept
electronic funds transfers through
SERFF, enabling companies to
submit fees via the system. 

Not resting on the SERFF v5.0 redesign, the
NAIC’s commitment to Speed to Market
continues with enhancements scheduled for
2007 and 2008.

State Based Systems
(SBS)
SBS is a robust Web application that auto-
mates and streamlines state regulatory
processes. Supporting the full life cycle of
activities, including licensing, consumer
services, enforcement, product approvals,
revenue management and a host of other
activities, SBS ensures efficient and

accurate processing through a fully
integrated system. Its design stream-

lines every critical process, to increase
productivity, and to decrease the cost of

doing business. SBS serv-
ices provide immediate,
direct access to information

for every facet and function of
insurance regulation.

By year-end, six states had
either implemented or were in
the process of implementing
SBS. Significant to its value
is the guarantee that its
components will always be
compliant with initiatives that
require integration between
states and the NAIC, minimiz-
ing the state’s dependence on
homegrown or third-party
systems. SBS fully integrates
with NAIC systems such as 

I-SITE and SERFF, providing significant
advantages to its users and eliminating the
need to support multiple systems with
similar features.

National Portal
Web Technology
Continuing along the path set in 2003,
an important milestone was met toward
creating an online working environment
designed to meet specific regulator activi-
ties. In December, the NAIC demonstrated a
prototype of the My.NAIC.org Web site with
formats designed for the following roles:
Commissioner, Financial Examiner, and
Financial Analyst. A production roll out
for these roles and the development of
additional tool sets are planned for 2007. 

National Insurance
Producer Registry (NIPR)
2006 was a banner year for NIPR as they
kicked off their 10th year. A celebration was
held at the NAIC Fall National Meeting in
St. Louis, MO. NIPR revenues reached
more than $19 million, 5.7 million producer
database detail reports were processed and,
at mid-year the NIPR Gateway processed its
30 millionth transaction. The states in which
electronic non-resident licensing is available
increased to 45, and non-resident renewals
became available in 26 states. The year
ended with NIPR on target to roll out elec-
tronic producer address change requests dur-
ing 2007. 



Market Analysis
The NAIC identifies, assesses and prioritizes
market conduct problems that adversely
impact consumers. The Market Conduct
Annual Statement (MCAS) continues to
develop as an analysis tool, helping regulators
allocate resources and improve their use. To
date, 22 states participate in the MCAS, using
2005 data. Based upon this analysis, states are
now able to enter data
on a variety of regulato-
ry actions through
the Market Initiatives
Tracking system, evaluat-
ing available regulatory
options before an exami-
nation is called.

Uniformity
The NAIC adopted core
competencies, focusing on state resources,
market analysis, state market regulatory
options, and interstate collaboration. Core
competencies are general topics/areas in
state insurance department market regulato-
ry functions designed to measure the states’
ability to efficiently and effectively regulate
the insurance marketplace. Implementation
is monitored as states self-certify their
compliance with these standards.

Collaboration
The Market Analysis Working Group
(MAWG) became operational in 2006 to
centralize coordination for interstate market
regulatory actions. MAWG convened more
than 40 conference calls and meetings in 2006
to develop formal procedures and, more
importantly, coordinate numerous multi-state
actions. For example, state coordination
generated a settlement for 48 jurisdictions

regarding inappropriate sales
practices targeting

members of the Armed
Forces. Immediate

cash refunds and inc-
reased policy benefits

totaling $70 million were
made available to affected

members of the Armed Forces.

Producer Licensing
Major steps were taken to streamline non-
resident licensing and producer appointments.
The following processes are now done
electronically:

45 jurisdictions license non-residents
26 jurisdictions renew non-resident licenses
41 jurisdictions process appointments and
terminations
45 jurisdictions utilize National Producer
Numbers
50 jurisdictions have eliminated paper
certifications

As progress is made, the  NAIC continues to
focus on adopting uniform standards, for:

producer licensing qualifications

pre-licensing education
producer licensing tests
background checks
the application process
the appointment process
continuing education requirements
limited line uniformity

The NAIC continues to evaluate the
rationale behind state non-compliance with
uniformity standards.

Military Sales Issues
The NAIC believes members of the Armed
Forces should be protected from inappropriate
life insurance sales practices and has
accomplished the following to do so: 

produced Web content specifically address-
ing insurance issues for military personnel
created an educational brochure outlining
items military personnel should consider
when purchasing life insurance policies
signed an MOU with the Department of
Defense to encourage the distribution of the
educational brochure on military bases 
added a new complaint code to the
Complaint Database System (CDS) to track
the complaints of military personnel
provided the Department of Defense with
appropriate state contact information to
facilitate the sharing of complaint informa-
tion regarding military personnel
modified the Senior Protection in Annuity
Transactions Model Regulation to ensure
the consumer protections in this model
apply to all individuals, regardless of age
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Through  the Online Fraud Reporting System, consumers and industry submit
suspected fraud through one location. The Guidelines for International Enforcement
Cooperation and an Unauthorized Transaction of Insurance Criminal Model Act
adopted in 2006, enhance the efforts of insurance supervisors, law enforcement and
other international antifraud organizations.

The NAIC continues to
make key functions of market
analysis,  uniformity and
collaboration more efficient
and effective. 
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Statements of Financial Position
December 31, 2006 and 2005

Assets 2006 2005

Cash and Cash Equivalents $     6,852,156 $     6,473,192

Accounts Receivable, Net of Allowance of
$2,764,901 in 2006 and $3,691,027 in 2005 6,745,153 7,511,851

Interest Receivable 221,686 171,633

Prepaid Expenses 1,431,320 1,472,175

Inventories 209,715 180,383

Investments 42,585,302 36,591,559

Total Current Assets 58,045,332 52,400,793

Property and Equipment, Net 11,479,562 11,819,205

Total Assets $   69,524,894 $   64,219,998

Liabilities

Accounts Payable and Accrued Expenses $     7,485,480 $     6,933,156

Deferred Revenue 3,386,934 2,933,325

Total Liabilities 10,872,414 9,866,481

Net Assets

Board-Designated Endowment — 81,337

Allocated 58,731,313 53,726,451

Unallocated 882,107 829,443

Minimum Pension Liability Adjustment (960,940) (283,714) 

Total Unrestricted Net Assets 58,652,480 54,353,517

Total Liabilities and Net Assets $   69,524,894 $   64,219,998

See Notes to Financial Statements.

Hybrid Securities
In 2006, the NAIC’s Securities Valuation
Office (SVO) brought to light concerns
regarding new developments in hybrid
securities. Working with industry, the NAIC
developed a short-term proposal for the
treatment of hybrid securities—establishing
their definition, their risk-based capital
treatment, and their disclosure requirements
in the Notes to Financial Statements of
the Statutory Annual
Statement. This treat-
ment will be reflected
in 2006 finan-
cial statements
and will remain
for 2007 unless
a long-term
approach is
developed prior to Jan. 1, 2008. 

Reinsurance
Regulation
under Review
During 2006, the Reinsurance (E) Task
Force adopted a proposal to amend the
regulatory framework for the supervision
of reinsurance to focus on broad-based risk
and credit criteria, and not solely on U.S.
licensure status. In addition, the Task Force
proposed the creation of a Reinsurance
Evaluation Office (REO) to serve as the
foundation for a risk-based evaluation
process for collateral recalibration. As
conceived, the REO would assign reinsurer
ratings based on: financial strength, operat-

ing integrity, business operations, claims-
paying history, management expertise and
overall performance. Collateral requirements
for each reinsurer would depend on its
REO rating.

The NAIC continued work on finite reinsur-
ance at the International Association of
Insurance Supervisors (IAIS), by leading an
international effort to revise the IAIS guid-
ance paper, entitled “Supervisory Guidance

Paper on Risk
Transfer, Disclosure
and Analysis of Finite

Reinsurance.”
The paper pro-

vides a historical
review of finite

reinsurance, along with
a review of the various
contracts and the regula-
tory practices employed by
international jurisdictions.

Model Audit Rule
Amendments to the Model Regulation
Requiring Annual Audited Financial Reports,
commonly referred to as the Model Audit
Rule, were adopted by the NAIC
Membership in 2006. These amendments are
the culmination of a three-year collaborative
effort between regulators, industry represen-
tatives and trade associations. The revisions
incorporate new requirements for insurance
companies related to auditor independence,
corporate governance and review of internal
control over financial reporting. In addition,
an implementation guide was developed to

assist regulator and industry understanding
and compliance with the new requirements.

International Accounting
and Solvency
Working with the financial regulatory
community, NAIC staff made further inroads
at the International Accounting Standards
Board (IASB) and the IAIS. With the chair-
manship of the IAIS insurance contracts
subcommittee, the NAIC was able to provide
significant input into the IAIS’ Second
Liabilities paper. Through the newly formed
International Solvency Initiatives Working
Group, the NAIC is taking a greater role in the
efforts of the IAIS’ Solvency and Actuarial
Issues Subcommittee to formulate common
regulation for solvency worldwide.

Medicare Part D
In 2006, the NAIC completed its efforts to
provide specific direction and disclosure on
the accounting and reporting for Medicare
Part D established under the Medicare
Modernization Act. The accounting in
Interpretation 05-05 was established in late
2005 and provided the framework for a new
supplemental schedule to the 2006 statutory
annual statement, which is required to be
completed by all entities providing Medicare
Part D coverage under stand-alone prescrip-
tion drug programs. The supplemental
schedule allows regulators to better assess the
impact of the program on reporting entities
and is used to establish the appropriate
amount of risk-based capital. 
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A total of 49 state insurance departments, as well as the District of Columbia Insurance
Department are currently accredited under the NAIC’s Financial Regulation Standards
and Accreditation Program. Eight insurance departments were granted continued
accreditation for compliance with these standards in 2006.



Statements of Activities
Years Ended December 31, 2006 and 2005

2006 2005

Revenues, Gains and Other Support

Database Fees $   23,916,180 $   24,380,825

Publications and Subscriptions 14,895,370 14,633,096

Services 10,691,710 10,476,640

Administrative Services/License Fees 5,676,642 4,053,214

Investment Income 3,546,704 2,111,389

National Meeting Registration Fees 2,103,200 1,455,312

State Assessments 1,968,635 1,917,841

Education and Training 988,992 865,635

Other 394,951 281,915

Total Revenues, Gains and Other Support 64,182,384 60,175,867

Expenses

Salaries 26,777,329 24,834,866

Employee Benefits 8,314,902 7,726,905

Rental and Maintenance 6,847,679 6,479,268

Professional Services 4,448,679 5,116,542

Depreciation and Amortization 3,913,124 3,725,145

Travel and Transportation 2,697,158 2,120,618

Office Services 1,883,455 1,525,202

Education and Training 1,327,312 1,252,611

Meetings 1,039,824 884,357

Other 820,395 289,119

Temporary Personnel 536,497 478,546

Insurance and Taxes 421,585 378,306

Printing 226,484 543,473

Bad Debt Expense (Recovery) (48,228) 367,671

Total Expenses 59,206,195 55,722,629

Change in Net Assets Before Minimum 
Pension Liability Adjustment 4,976,189 4,453,238

Minimum Pension Liability Adjustment (677,226) (283,714)

Change in Net Assets 4,298,963 4,169,524

Net Assets, Beginning of Year 54,353,517 50,183,993

Net Assets, End of Year $   58,652,480 $   54,353,517

See Notes to Financial Statements.
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“I think what’s happened here is a lack of education
relative to the real needs of flood insurance. We need to
determine just how we can look forward to help people
be more prepared.”

—Linda  Watters,
Michigan  Insurance  Commissioner

A Well Worn
International Passport
From Washington D.C., to Beijing, with stops
as far away as China, Korea, Brazil, Russia,
Hong Kong and the British Virgin Islands,
2006 saw NAIC Members go far beyond the
borders of their own states and country to
effect the entire world’s insurance market-
place. Through these efforts, U.S. companies
can operate overseas under the standards of
regulatory transparency and procedural due
process required to compete. While within our
own borders, regulators ensure the fair and
robust participation of foreign companies.
Through the NAIC’s International Internship
Program, regulators from around the globe
come to see first hand the effective regulation
of the U.S. insurance market.

College Road Trip
The NAIC paved a new path for consumer
information with the launch of Insure U.
Designed like a college curriculum at
www.InsureUonline.org, the program
includes a basic introduction to the four major
types of insurance—auto, home,
life and health—as well as
special considerations for
young singles, young
families, established
families and empty
nesters/seniors.
Consumers can test their
knowledge about insurance

by taking an online quiz, which upon success-
ful completion, earns them the ability to
download the official Insure U Diploma.
“For many consumers, understanding insur-
ance and determining what kind of coverage
they need to protect themselves and their
families can be very difficult,” Iuppa said.
“State insurance departments across the U.S.
have embraced Insure U as a powerful,
coordinated initiative to help consumers make
smarter insurance decisions.”

All Aboard:
Cooperation Station
One of the driving forces behind Insure U’s
success is the availability of the material in
Spanish. In December, the NAIC bestowed its
first Esprit de Corps Award to the Puerto Rico
Department of Insurance. For the past year, the
Puerto Rico Department of Insurance has
translated monthly NAIC consumer alerts into
the Spanish language. In addition, the depart-
ment translated the entire Insure U Web site, a
process that would have cost thousands of
dollars to outsource.
The Esprit de Corps Award was established by

the NAIC leadership in 2006 to recognize
outstanding service to the Association

and cooperation with its Members.
“Esprit de Corps” is defined as “a

common spirit of comradeship,
enthusiasm and devotion to a
cause among the members of a
group.”

Connecting State Technology
through GPS— a Greater
Portal System
Through shared vision and resources, state
insurance regulators are charting the course
for a national insurance regulatory portal.
In December, regulators saw a working
prototype of MyNaic.org, which brought
access to tools, data, and applications. What
makes this Web experience unique is the
tremendous mix of information designed
specifically for each regulatory role.
Commissioners, Financial Examiners, and
Financial Analysts have immediate access to
what they need, when they need it. A produc-
tion rollout and additional roles are planned
for 2007.

“All the states have pitched in. This is truly a national calamity and I know
that we’ll work together to help New Orleans rebuild and hopefully help the
nation prepare for these types of events in the future.”

—Howard  Mills,
New  York  Insurance  Superintendent



Statements of Cash Flows
Years Ended December 31, 2006 and 2005

Cash Flows from Operating Activities 2006 2005

Change in Net Assets $    4,298,963 $    4,169,524

Adjustments to Reconcile Change in Net Assets
to Net Cash Provided by Operating Activities:

Depreciation and Amortization 3,913,124 3,725,145

Net Realized and Unrealized Gains 
on Investments (2,095,604) (899,533)

Gain on Sale of Property and Equipment (6,709) (11,366)

Minimum Pension Liability Adjustment 677,226 283,714

Changes in:

Accounts Receivable, Net 766,698 (1,907,892)

Interest Receivable (50,053) (2,574)

Prepaid Expenses 40,855 421,511

Inventories (29,332) 282,963

Accounts Payable and Accrued Expenses (124,902) 657,885

Deferred Revenue 453,609 (5,603)

Net Cash Provided by Operating Activities 7,843,875 6,713,774

Cash Flows from Investing Activities

Purchase of Property and Equipment (3,573,481) (2,374,088)

Proceeds from Disposition of Property
and Equipment 6,709 11,366

Purchase of Investments (21,218,779) (61,128,736)

Proceeds from Disposition of Investments 17,320,640 56,243,917

Net Cash Used in Investing Activities (7,464,911) (7,247,541)

Net Increase (Decrease) in Cash and Cash Equivalents 378,964 (533,767)

Cash and Cash Equivalents, Beginning of Year 6,473,192 7,006,959

Cash and Cash Equivalents, End of Year $    6,852,156 $    6,473,192

Interstate Compact
On any journey, travelers are likely to remem-
ber landmark attractions. The biggest mile-
stone along the NAIC’s route in 2006 was the
implementation of the Interstate Insurance
Compact with the start-up of the Interstate
Insurance Product Regulation Commission
(Commission).
In May, the Compact added its 26th
member, paving the way for the creation of
the Commission to set uniform regulatory
standards for participating states, promot-
ing greater uniformity and efficiency in
an ever-changing insurance market.
The Commission allows the states
to collectively use their expertise
to develop uniform national
product standards, affording
a high level of protection to
consumers of life insurance,
annuities, disability income and
long-term care insurance products.
The Commission establishes a central point
of filing for these insurance products,
enhancing the speed and efficiency of regu-
latory decisions based on strong product
standards, and allowing
companies to
compete more
effectively in
the modern financial
marketplace.
The Commission’s
momentum
cont inued
as another state signed
the Compact, driving

its premium volume over the 40 percent oper-
ational threshold, in time for the arrival of the
Commission’s inaugural meeting in June at
the National Press Club in Washington, D.C.
“The significance of 27 states adopting the
Interstate Compact in as many months
demonstrates the commitment of state insur-
ance regulators, state legislators and gover-
nors, as well as the insurance industry, to

strengthen our state-based regulatory sys-
tem that has been successful for
135 years,” said 2006 NAIC
President and Maine Insurance
Superintendent Alessandro Iuppa.

By the end
of the year, 29

states—half of the NAIC
membership, were members of the
newly established Commission.
The Compacting states are: Alaska,
Colorado, Georgia, Hawaii, Idaho,
Indiana, Iowa, Kansas, Kentucky,
Maine, Massachusetts, Maryland,
Minnesota, Nebraska, New
Hampshire, North Carolina, Ohio,
Oklahoma, Pennsylvania, Puerto
Rico, Rhode Island, Texas, Utah,
Vermont, Virginia, Washington, West
Virginia and Wyoming.

Commissioners Gulf Tour
State insurance regulators began the year by
studying the past—and preparing for the
future. As part of many ongoing disaster
planning exercises, 21 commissioners
participated in an eight-hour bus tour
through the Gulf states to survey the damage
of Hurricane Katrina and the 2005 hurricane
season. It was a relatively short trip—long
on lessons learned. 

Mobilizing for Protection
To help protect members of the Armed Forces
from inappropriate life insurance sales prac-
tices, the NAIC placed speed bumps, orange
barrels and warning signs on its interstate
information highway. In addition to creating a
Web site and an educational brochure for
military personnel, the NAIC signed a
Memorandum of Understanding with the U.S.
Department of Defense to enhance consumer
protections.
The Association also supported the passage of
the Military Personnel Financial Services
Protection Act. The measure clarifies the
application of state insurance and securities
protections on military installations and out-
laws the sale of certain high-cost mutual funds
and insurance products targeted toward
military personnel. The Act calls on the NAIC
to work with the Secretary of Defense to
improve the quality of life insurance products
sold on military installations and to imple-
ment appropriate standards to protect military
personnel.
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“. . . we hope to focus on the lessons we can learn from what happened in the Gulf states,
and how we can transcend that by putting together a plan to respond to disasters such as
this. No state is immune from disasters of one kind or another.”

—Alessandro  Iuppa,
Maine  Superintendent  of  Insurance



Note 1: Nature of Operations and Summary
of Significant Accounting Policies
Nature of Operations
The National Association of Insurance Commissioners (the
‘NAIC’) is an organization of and for the insurance regulatory
officials of the 50 states, the District of Columbia and five
United States territories (the ‘Members’). The NAIC’s signif-
icant program is the exchange of ideas and formulation of
uniform policy where appropriate.

Use of Estimates
The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
of America requires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts
of revenues, expenses, gains, losses and other changes in net
assets during the reporting period. Actual results could differ
from those estimates.

Cash and Cash Equivalents
The NAIC considers all liquid investments with original
maturities of three months or less to be cash equivalents. At
December 31, 2006 and 2005, cash equivalents consisted
primarily of money market funds.
The NAIC maintains deposits in financial institutions in
excess of federally insured limits. Management monitors the
soundness of these financial institutions and believes the
NAIC’s risk is negligible.

Accounts Receivable
Accounts receivable are stated at the amounts billed to cus-
tomers. The NAIC provides an allowance for doubtful
accounts, which is based upon a review of outstanding receiv-
ables, historical collection information and existing economic
conditions. Past due accounts are periodically reviewed by
management. Delinquent and/or uncollectible receivables are
written off based on individual credit evaluation and specific
circumstances of the customer. 

Inventory Pricing
Inventories are stated at the lower of cost, determined by the
first-in, first-out (FIFO) method, or market.

Investments and Investment Income
Investments in equity securities having a readily determinable
fair value and investments in all debt securities are carried at
fair value. Investment income includes dividend, interest and
realized and unrealized gains and losses on investments
carried at fair value. 

Property and Equipment
Property and equipment are stated at cost. Depreciation is
computed using the straight-line method over the estimated
useful life of each asset. Leasehold improvements are depreci-
ated over the shorter of the lease term or their respective
estimated useful lives.
The cost of internally developed software is expensed until the
technological feasibility of the software has been established.
Thereafter, all software development costs are capitalized until
such time as the product is available for general release to
customers. The development costs of enhancements that
extend the life or improve the marketability of the original
product are capitalized. The establishment of technological
feasibility and the ongoing assessment of recoverability of
capitalized software development costs require considerable
judgment by management with respect to certain external fac-
tors, including, but not limited to, anticipated future revenues,
estimated economic life and changes in software and hardware
technologies. The cost of capitalized software is amortized on
the straight-line method over the products’ estimated useful
lives of 5 to 10 years.

Revenue Recognition
Revenue is recognized as follows:
• Database fee revenue is recognized upon the filing of insur-

ance companies’ annual statements.
• Publications and subscriptions revenue is recognized when

title passes to the customer.
• Services revenue is recognized upon billing, when the serv-

ice has been completed.
• Revenue from fees for state assessments apply to assessment

fiscal year ended April 30, and are recorded in the calendar
year assessed as receivables and deferred revenue. At
December 31 of each year, 1/3 of the assessments are
accounted for as deferred revenue.

Income Taxes
The NAIC is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and a similar provi-
sion of state law. However, the NAIC is subject to federal
income tax on any unrelated business taxable income. 

Notes to Financial Statements
December 31, 2006 and 2005
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With 2006 marking the 135th anniversary
of state-based insurance regulation, it is
an ideal time to pull off the road, give the
engine a rest and ponder the many miles
the NAIC has traveled. While we gaze
back on our long, sometimes arduous
road we’re confident that, from state to
state, we followed the best route, and we
can rest assured that the map that guides
us on our journey will continue to serve
us well.

As it has for the past 135 years, the
NAIC paves the way for state regulators
as they protect insurance consumers and
maintain a solvent and competitive
insurance marketplace. What better way
to celebrate so many years of dedication
and experience than for the NAIC to
improve their path in 2006 through
interstate cooperation and regulation
modernization?

Like cars and the roads they travel, the
insurance marketplace constantly evolves.
And so it is for the NAIC, which in 2006
demonstrated just how effectively it can
guide the market through winding paths
in inclement weather, providing protec-
tion and performance to consumers with
the style and grace of a vintage
Coupe deVille.

A Road Map to Success
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LEGEND
National Meetings
Attendance:
Spring 1,519
Summer 1,743
Fall 1,492
Winter 1,666
TOTAL 6,420

Roadside Forum for Meetings & Education
56 Interim Meetings in 2006
64 Online or Classroom NAIC Education Courses
20 Off-Site Training Programs
1,000 Conference Calls (Member Toll-Free Access)
102 Active Committees, Task Forces & Working Groups

Consumer Roadside Assistance
15 Consumer Funded Representatives
29 TV Markets Showing Fight Fake Insurance Public Service Announcements
84,000,000 Media Impressions for Insure U Campaign
8 Consumer Buyers Guides
27 Consumer Information Alerts Made Available
21,800 Hits to Consumer Information Source Web Site
103,973 Hits to Insure U Web Site (www.insureuonline.org)

Information Highway and Streamlined Processes 
1,100,000 Hits to the NAIC public Web Site
5,000,000 Hits to NAIC’s Regulator-Only I-SITE Web Site
270,000 Rate and Form Filings through SERFF
3,800,000 Producer Licensing Records in Producer Database
1,500 Online Fraud Referrals to Members
233 UCAA Applications Transmitted to Members
5,000 Annual and Quarterly Financial Statements
225,000 Securities in Valuation of Services Database
50 Financial Analysis and Examination Regulatory-Only Tools/Reports

Service Provider
85 NAIC Publications
61,025 Calls/E-mails Handled by NAIC Help Desk
10,000 Statutory Accounting & Financial Reporting Inquiries Handled
5,500 Research Library Inquiries Handled
8 Full Accreditation Reviews
34 Interim Accreditation Reviews
3 Amicus Briefs Filed 
9 Members Testifying before Congress, Federal Commissions & Executive Branch

Human Resources Center
12.8% Employee Turnover (Below National Average)
41 Internal Human Resource Development Training Programs



Note 2: Investments and Investment Income
Investments at December 31 consisted of the following:

2006 2005

Cost Market Value Cost Market Value

U.S. Government and Agency Securities $   18,884,699 $   18,744,176 $   12,864,134 $   12,574,088

Corporate Bonds 5,808,642 5,840,085 9,150,040 9,172,116

Common Stocks and Equity Mutual Funds 14,313,843 18,001,041 12,350,286 14,845,355

$   39,007,184 $    42,585,302 $   34,364,460 $    36,591,559

Notes to Financial Statements
December 31, 2006 and 2005

Total investment income is comprised of the following:

2006 2005

Interest and Dividend Income $     1,451,100 $     1,211,856

Net Realized Gains on Investments 744,584 967,102

Net Unrealized Gains/(Losses) on Investments 1,351,020 (67,569)

$     3,546,704 $     2,111,389

Note 3: Property and Equipment
Property and equipment at December 31 consists of:

2006 2005

Furniture and Equipment $     4,925,717 $     4,563,972

Computer and Related Equipment 12,309,538 10,963,206

Computer Software 14,452,099 13,409,299

Leasehold Improvements 3,455,331 2,900,323

35,142,685 31,836,800

Less Accumulated Depreciation and Amortization 23,663,123 20,017,595

$   11,479,562 $   11,819,205

Net Assets
The NAIC allocated 100% of the next year’s budgeted operating
expenses with an 80% liquid reserve target based on liquid net
assets, or total net assets less net property and equipment. As of
December 31, 2006 and 2005, net assets are fully allocated, with
the exception of an amount maintained as unallocated equal to
1.5% of the next year’s projected consolidated net assets. The unal-
located balance will be used to fund priority regulatory initiatives
and technology projects that may arise in the next year.

Reclassifications
Certain reclassifications have been made to the 2005 financial
statements to conform to the 2006 financial statement presentation.
These reclassifications had no effect on the change in net assets. 
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Dear Members,

State-based insurance regulation is a journey that has been constantly evolving
since its inception in 1871. As we celebrate the milestone of the NAIC’s 135th

anniversary, I am inspired by the interstate cooperation that is consistently
demonstrated by our Members. 

As we chart the year’s progress, our major expedition was the implementation
of the Interstate Insurance Product Regulation Compact. Twenty-eight states
merged to form this important modernization initiative for the state-based
insurance system, providing benefits to states, policyholders and the insurance
industry. This Commission was created to enhance the efficiency and effective-
ness of product filing, review and approval, giving consumers quicker access to
competitive insurance products in an ever-changing marketplace.

In June, the Compact Commission held its inaugural meeting at the National
Press Club in Washington, D.C. Since then, Members have fueled up and
clocked their odometer with the accomplishments of forming a permanent
Management Committee, hiring Executive Director Frances Arricale, and
adopting the Public Access Rule and five Adjustable Life Uniform Standards. 

A couple of important road trips this year provided lessons in education and
cooperation. The first was a February tour of the Gulf states in the aftermath of
Katrina. One bus, carrying 21 commissioners, crossed three states in just eight
hours. A relatively short trip proved to be long on lessons learned, as Members
studied ways to better prepare for catastrophes.

In March, 19 commissioners took a road trip to New York City to help launch
Insure U, our new consumer education outreach initiative. This exciting new
program made enormous strides in educating millions of consumers by bringing
them insurance information relevant to their life stage and circumstance.

There seemed to be no speed limit on the road to modernization and improved
technology. While under construction for a major redesign, SERFF broke all
previous rate and form filing records. By year-end, more than 1,800 companies
filed 270,000 insurance forms through SERFF, a major achievement in our
Membership’s Speed to Market efforts. Meanwhile, another vehicle for
uniformity, State Based Systems (SBS), also made great strides. 

At this Junction of 135 and Route ‘06, we are proud of the distance we’ve
traveled and the bridges we’ve crossed. I invite you to review this full check-up
and diagnostic report that shows our Association is well tuned and ready to begin
another long and winding journey.

Sincerely,

Catherine J. Weatherford

Letter from the Executive Vice President & CEO

“The road is long,

With many a winding turn,

That leads us to who knows where,

Who knows when.”

—Composed  by  Bob  Russell

and  Bobby  Scott

“Two roads diverged in a wood,

and I took the one less traveled by,

And that has made all the difference.”

— Robert  Frost

Catherine J. Weatherford
NAIC Executive Vice President & CEO



Note 4: Operating Leases
The NAIC leases its office space in Kansas City, New York
and Washington, D.C. under noncancelable operating leases.
Certain of the agreements contain escalation clauses providing
increased rentals based on maintenance, utility and tax
increases.  The NAIC also leases certain office equipment
under noncancelable operating leases, which expire at various
dates through 2007. The accompanying financial statements
reflect rent expense on the straight-line method over the terms
of the leases. Total rental expenses under all leases for the
years ended December 31, 2006 and 2005 were $4,411,100
and $4,182,147, respectively.  

Future minimum lease payments at December 31, 2006, were:

Year Ending December 31, Amount

2007 $   4,363,989

2008 4,463,015

2009 4,784,462

2010 4,846,070

2011 4,590,445

Later Years 3,375,987

Total $   26,423,968

Notes to Financial Statements
December 31, 2006 and 2005

2005 2004

Projected Benefit Obligation $ (27,609,590) $ (26,179,971)

Fair Value of Plan Assets 20,545,819 19,238,847

Plan Assets less than Projected Benefit Obligation $     (7,063,771) $    (6,941,124)

Accumulated Benefit Obligation $ (21,144,366) $  (19,646,447)

Amounts Recognized in the Statements of Financial Position:
Prepaid (Accrued) Benefit Cost $    (598,547) $  (407,600)

Weighted-Average Assumptions Used to Determine
Benefit Obligations and Benefit Costs:

Discount Rate 6.25% 6.25%

Expected Return on Plan Assets 8.00% 8.00%

Rate of Compensation Increase 5.36% 5.36%

Benefit Cost $     2,513,721 $ 2,352,789

Employer Contribution 3,000,000 1,686,474

Benefits Paid 3,519,991 570,986

Note 5: Employee Retirement Plans
The NAIC has a noncontributory defined benefit plan (Plan A) covering all employees with a hire date prior to January
1, 2000. The benefits are based on years of service and the employee’s compensation for the five consecutive years of the
ten latest years of employment that give the highest average.
The NAIC’s funding policy is to contribute amounts sufficient to meet the minimum funding requirement set forth in the
Employee Retirement Income Security Act (ERISA) of 1974, plus such additional amounts as the NAIC may determine
appropriate from time to time. Plan A assets are invested primarily in a combination of stocks and bonds with fixed and
variable rates of return.
A measurement date of December 31 was selected for 2006 and 2005, for purposes of calculating net periodic pension
costs and for disclosure requirements of Statement of Financial Accounting Standards No. 132, Employer’s Disclosures
About Pensions and Other Post-Retirement Benefits, for Plan A.  Significant balances, costs and assumptions are: 
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Gary Smith
Director, Idaho
Department of Insurance

Glenn Jennings
Executive Director, Kentucky
Office of Insurance

J. Robert Wooley
Commissioner, Louisiana
Department of Insurance

James V. McMahan
Acting Commissioner, Maryland
Insurance Administration

Donald Bryan
Acting Commissioner, New Jersey
Department of Insurance

Eric P. Serna
Superintendent, New Mexico
Department of Insurance

Thomas Rushton
Acting Superintendent, New Mexico
Department of Insurance

Andrew S. Sales
Commissioner,
Northern Mariana Islands
Department of Commerce

Past Members (served during 2006)

Northeastern Zone
Susan F. Cogswell, Chair, Connecticut
Julie Bowler, Vice Chair, Massachusetts
Joseph Torti, III , Secretary, Rhode Island

Southeastern Zone
Kevin McCarty, Chair, Florida
Jane Cline, Vice Chair, West Virginia
Eleanor Kitzman, Secretary, South Carolina

Midwestern Zone
Jim Poolman, Chair, North Dakota
Jorge Gomez, Vice Chair, Wisconsin
Ann Womer Benjamin, Secretary, Ohio

Western Zone
Mike Kreidler, Chair, Washington
Linda Hall, Vice Chair, Alaska
Kent Michie, Secretary, Utah

2006 NAIC Executive Committee

Executive Committee
Alessandro Iuppa, Chair, Maine
Walter Bell, Vice Chair, Alabama
Sandy Praeger, Vice President, Kansas
Roger Sevigny, Secretary-Treasurer, New Hampshire

Past Presidents
Most Immediate: Diane Koken, Pennsylvania
Jim Long, North Carolina



The following benefit payments, which reflect expected future
service, as appropriate, are expected to be paid as of December 31,
2006:

2007 $    1,008,298

2008 831,588

2009 595,578

2010 1,134,608

2011 1,516,012

2011-2016 10,157,497

The NAIC’s best estimate of contributions to be paid during 2007
is $3,000,000.

Plan assets are held by an insurance company, which invests the
plan assets in accordance with the provisions of the plan agree-
ment. The plan agreement permits investment in common stocks,
corporate bonds, U.S. Government securities and other specified
investments, based on certain target allocation percentages. Asset
allocation is primarily based on a strategy to provide stable earn-
ings while still permitting the plan to recognize potentially higher
returns through a limited investment in equity securities. Plan
assets are rebalanced as necessary based upon the minimum and
maximum restrictions set forth in the plan’s investment policy
statement. At December 31, 2006 and 2005, plan assets by catego-
ry are as follows:

2006 2005

Equity securities 41% 41%

Debt securities 59% 59%

100% 100%

Until early 2006, the NAIC maintained a second benefit plan
(Plan C) for certain employees who might have been adversely
affected as a result of a change in benefit calculation of Plan A.
Plan C had cash of $10,640 funded by the NAIC for the year
ended December 31, 2005.

The NAIC provides a supplemental defined contribution 401(a)
plan (Plan B) that covers substantially all employees with one
year or more of service. Each year, the Internal Administration
(EX1) Subcommittee determines the contribution for the next
year. In 2006 and 2005, the NAIC matched up to 3.5% of
compensation of employees who contributed to Plan B and con-
tributed 2% of all employees’ annual compensation. The pension
expense related to Plan B in 2006 and 2005 was $1,148,117 and
$1,052,888, respectively.

Note 6: Related Party Transactions
Effective January 1, 2006, the NAIC entered into a service
agreement with the National Insurance Producer Registry (the
NIPR), an affiliated entity, whereby the NAIC provides certain
administrative services to the NIPR. The NAIC receives 30% of
certain NIPR revenues, which represents a license fee for NIPR
to use the NAIC’s producer data. In addition, the NAIC receives
from NIPR, an administrative fee of $1,000,000 for services,
facilities and equipment provided by the NAIC. In 2005, the
NAIC received 28% of certain NIPR revenues for such services.
The NAIC maintains and incurs the costs related to the hardware
and software infrastructure that support both the NIPR and the
NAIC. The NAIC allocates a share of such costs to the NIPR.
Additionally, certain expenses are paid on behalf of, and
reimbursed by, the NIPR. The total amount charged during the
year and amounts owed at year-end are as follows:

2006 2005

Administrative Services/
License Fees
Charged to NIPR $  5,767,634 $ 4,053,214

Equipment Rental
(Included in Other Income)
Charged to NIPR $     211,899 $     124,788

Amounts Receivable
from the NIPR $  1,237,652 $  1,017,008

Notes to Financial Statements
December 31, 2006 and 2005

Walter Bell
Commissioner, Alabama
Department of Insurance

Linda Hall
Director, Alaska
Division of Insurance

Elisara T. Togiai
Insurance Commissioner,
American Samoa Government

Christina Urias
Director, Arizona
Department of Insurance

Julie Benafield Bowman
Commissioner, Arkansas
Department of Insurance

John Garamendi
Commissioner, California
Department of Insurance

David Rivera
Commissioner, Colorado
Division of Insurance

Susan F. Cogswell
Commissioner, Connecticut
Insurance Department

Matt Denn
Commissioner, Delaware
Department of Insurance

Thomas Hampton
Commissioner,
District of Columbia
Department of Insurance,
Securities and Banking

Tom Gallagher
Chief Financial Officer, Florida
Department of Financial Services

Kevin McCarty
Commissioner, Insurance
Regulation, Florida Department of
Financial Services

John Oxendine
Commissioner, Georgia
Department of Insurance

Andreas J. Jordanou
Commissioner, Department of
Revenue and Taxation, Insurance
Branch, Government of Guam

J.P. Schmidt
Commissioner, Hawaii
Insurance Division

Shad Priest
Acting Director, Idaho
Department of Insurance

Michael McRaith
Director, Illinois
Division of Insurance

Jim Atterholt
Commissioner, Indiana
Department of Insurance

Susan Voss
Commissioner, Iowa
Division of Insurance

Sandy Praeger
Commissioner, Kansas
Insurance Department

Julie McPeak
Executive Director, Kentucky
Office of Insurance

James J. Donelon
Commissioner, Louisiana
Department of Insurance

Alessandro Iuppa
Superintendent, Maine
Bureau of Insurance

R. Steven Orr 
Commissioner, Maryland
Insurance Administration

Julie Bowler
Commissioner, Massachusetts
Division of Insurance

Linda Watters
Commissioner, Michigan
Office of Financial
and Insurance Services

Glenn Wilson 
Commissioner, Minnesota
Department of Commerce

George Dale
Commissioner, Mississippi
Insurance Department

Dale Finke
Director, Missouri
Department of Insurance 

John Morrison
State Auditor, Commissioner
of Insurance and Securities,
Montana Department of Insurance

Tim Wagner
Director, Nebraska
Department of Insurance

Alice Molasky-Arman
Commissioner, Nevada
Division of Insurance

Roger A. Sevigny
Commissioner, New Hampshire
Department of Insurance

Steven M. Goldman
Commissioner, New Jersey
Department of Insurance

Morris J. Chavez
Superintendent, New Mexico
Department of Insurance

Howard D. Mills III
Superintendent, New York
Department of Insurance

Jim Long
Commissioner, North Carolina
Department of Insurance

Jim Poolman
Commissioner, North Dakota
Department of Insurance

James A. Santos
Commissioner,
Northern Mariana Islands
Department of Commerce

Ann Womer Benjamin
Director, Ohio
Department of Insurance

Kim Holland
Commissioner, Oklahoma
Department of Insurance

Joel Ario
Insurance Administrator, Oregon
Insurance Division

Diane Koken
Commissioner, Pennsylvania
Insurance Department

Dorelisse Juarbe Jiménez
Commissioner, Puerto Rico
Department of Insurance

Joseph Torti III
Superintendent, Rhode Island
Insurance Division

Eleanor Kitzman
Director, South Carolina
Department of Insurance

Merle Scheiber
Director, South Dakota
Division of Insurance

Paula Flowers
Commissioner, Tennessee
Department of Commerce
and Insurance

Mike Geeslin
Commissioner, Texas
Department of Insurance

Kent Michie 
Commissioner, Utah
Department of Insurance

John Crowley
Commissioner, Vermont
Division of Insurance

Vargrave A. Richards
Lieutenant
Governor/Commissioner, Division
of Banking and Insurance, Virgin
Islands

Alfred W. Gross
Commissioner, State Corporation
Commission, Bureau of Insurance,
Commonwealth of Virginia

Mike Kreidler
Commissioner, Washington
Office of the Insurance
Commissioner

Jane L. Cline
Commissioner, West Virginia
Department of Insurance

Jorge Gomez
Commissioner, Wisconsin
Office of the Insurance
Commissioner

Ken Vines
Commissioner, Wyoming
Department of Insurance

2006 Members
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2006 Awards

Robert Dineen Award
for Outstanding Service and Contribution

to the State Regulation of Insurance

Robert Wake
Attorney with the Maine Bureau of Insurance

Esprit de Corps
The Esprit de Corps Award was established by the
NAIC leadership in 2006 to recognize outstanding

service to the NAIC, and the demonstration of a spirit
of cooperation with its Members. 

“Esprit de Corps” is defined as “a common spirit of
comradeship, enthusiasm and devotion to a cause

among the members of a group.”

Puerto Rico Department of Insurance
Dorelisse Juarbe Jimenez, Commissioner

2006 Accreditations

Alabama
Department of Insurance

Hawaii
Insurance Division,
Department of Commerce
and Consumer Affairs 

Kansas
Insurance Department

Mississippi
Insurance Department

North Carolina
Department of Insurance

Ohio
Department of Insurance

South Carolina
Department of Insurance

Arkansas
Insurance Department

Alessandro Iuppa
2006 NAIC President
Maine Insurance
Superintendent

Walter Bell
2006 NAIC President-Elect
Alabama Insurance
Commissioner

Sandy Praeger
2006 NAIC Vice President
Kansas Insurance
Commissioner

Roger Sevigny
2006 NAIC Secretary-Treasurer
New Hampshire Insurance
Commissioner

hen using an atlas, the variety of routes heading in, out
and across each state can be mesmerizing. While on the
surface, they may look like lines scattered in all direc-
tions and marked randomly with numbers, symbols or

letters, in reality, they create an effective transportation system, guid-
ing travelers beyond state lines through the entire country’s network
of roads to their desired destinations.

Following the theme of this year’s Annual Report, “Mapping
Milestones,” the National Association of Insurance Commissioners
is comparable to a travel map’s interstate network. The NAIC houses
information collected in the 50 states, the District of Columbia and
the five U.S. territories, each with their own regulations, consumer
needs and industry issues. While each state may have different
“roads,” they all lead to the NAIC, which for 135 years has guided
and served Members, consumers and the insurance industry alike.

Like our country’s dynamic roads and high-
ways, much is achieved by states working

together through the NAIC. But words
alone don’t do justice to the many

accomplishments of 2006. Our
efforts speak for themselves.

We proved again and again
that state-based regulation

and the solvency framework
established by the states is

effective. As the physical, financial
and emotional recovery from the

devastating hurricanes of 2005 continued,
our outlook remained positive and focused on

the tasks at hand.

The Interstate Insurance Product Regulation
Commission is a prime example of a milestone

reached by the NAIC. By adding eight more states to the
Commission, half (28) of the NAIC’s 56 Member jurisdictions had
signed the Interstate Compact by year’s end, and we are confident
more will be added in the near future. The success of this initiative
goes hand-in-hand with the cooperation displayed by the many states
making the Commission a reality. A few short years ago, state
regulators saw a void and, in record time, collaborated to fill it by
supporting the Compact and the implementation of the Commission. 

Since its inception in 1871, the NAIC has provided unparalleled
service to its Members and protection to consumers. Recently, its
135-year-old track record was challenged by proponents of a federal
national charter. Some in Washington say that one federal regulator
should oversee the entire nation’s insurance industry. We believe this
would be a mistake that would ultimately harm consumers.

If you were lost, traveling across your home state, would you want
directions from someone in Washington, D.C.? Or would you prefer
guidance from an official living in your state, who knows the twists
and turns of the highways, studies the state-specific rules of the road
and travels those routes with you each day? 

In today’s market, insurance consumers and industry professionals
need real answers, in real time. Efficiently filling this need has been
the mainstay of state-based insurance regulation for the past 135
years. We firmly believe the NAIC provides the best map available to
consumers and the insurance industry.

In 2006, just as they have for well over a century, state insurance
departments worked together, constantly progressing as a cohesive
unit to provide a robust, competitive marketplace for the betterment
of the consumer.

As with the nation’s highways, the NAIC will remain “under
construction,” adding lanes and improving the route of insurance
regulation and consumer protection.

W



Mission
The mission of the NAIC is to assist state insurance regulators, individually and collectively,

in serving the public interest and achieving the following fundamental insurance regulatory goals in a responsive,
efficient and cost-effective manner, consistent with the wishes of its members: 

Protect the public interest;

Promote competitive markets;

Facilitate the fair and equitable treatment of insurance consumers;

Promote the reliability, solvency and financial solidity of insurance institutions;

Support and improve state regulation of insurance.

NAIC Organizational Chart
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Association Profile
The National Association of Insurance
Commissioners (NAIC) is a voluntary organiza-
tion of the chief insurance regulatory officials of
the 50 states, the District of Columbia,
American Samoa, Guam, Puerto Rico, the U.S.
Virgin Islands, and the Northern Mariana
Islands. Formed in 1871, it is the oldest associa-
tion of state officials.

The NAIC provides its Members with national
forums for discussing common issues and
interests, as well as for working cooperatively
on regulatory matters that transcend the
boundaries of their own jurisdictions.

Collectively, commissioners work to develop
model legislation, rules, regulations and white
papers to coordinate regulatory policy. The
overriding objective is to protect consumers
and help maintain the financial stability of the
insurance industry.

The NAIC provides a wide range of services to
support the work of its committees, the state
insurance departments, state and federal offi-
cials, and the public. The Association maintains
three offices. The Executive Headquarters is
located in Kansas City, MO. The two branch
offices are the Securities Valuation Office
(SVO), located in New York, NY, and the
Government Relations Office, located in
Washington, D.C.

The NAIC is committed to using state-of-the-art
information technology. To this end, the
Association maintains extensive database
and computer networks linking all insurance
departments.

The NAIC offers financial, actuarial, legal,
computer, research, market conduct and
economic expertise. Its staff maintains database
services, researches and prepares standard and
custom reports, develops uniform statutory
financial statements, monitors federal activity,
submits legal briefs, tracks alien insurers,
creates publications, conducts educational
training programs, and much more. 

Our People and Our Community
The success of the NAIC can be attributed to its diverse staff and their
commitment to providing exceptional service to Association Members,
regulators, the insurance industry and the public. It is a recognized leader
in the areas of work-life balance, flexible benefits, diversity and inclusion,
and innovative human resources practices. 

In 2006, the NAIC welcomed its 63rd infant in the workplace in the ninth
year of this highly successful and popular program. 

The NAIC and its employees have a long history as responsible commu-
nity partners—consistently giving their time and financial resources to
well-deserving community organizations. 

During the Summer National Meeting, in honor of our 135th anniversary,
the NAIC presented a check to Mary’s Center for Maternal & Child Care,
a Washington, D.C. organization providing health care, education and
social services for those in need. The amount  of the donation represents
the funds needed to provide insurance and nutrition assistance programs to
56 families—in recognition of the NAIC’s 56 Members. In addition, atten-
dees contributed $2,375 for Habitat for Humanity during the association’s
four National Meetings.

Locally, the Volunteer Resource Team (VRT) sponsored a team of 30
participants in the Kansas City Race for the Cure, raising more than $1,350
for the Susan G. Komen Breast Cancer Foundation. During Employee
Appreciation Week, a canned food sculpture contest benefited the City
Union Mission for which 4,307 cans and more than $2,200 were donated.
For the year, the VRT raised more than $10,500 for local charities.
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2007 Consolidated Budget 
Executive Summary 

 

Introduction 

The NAIC represents a voluntary organization of the chief insurance regulatory officials of the 50 states, 
the District of Columbia, American Samoa, Guam, Puerto Rico, the Virgin Islands and the Northern 
Marianna Islands, providing a forum for the coordination and collaboration among the state insurance 
regulators across the nation. The mission of the NAIC is to assist state insurance regulators, individually 
and collectively, in serving the public interest and achieving the following fundamental insurance 
regulatory goals in a responsive, efficient and cost effective manner, consistent with the wishes of its 
members to: 

• Protect the public interest; 
• Promote competitive markets; 
• Facilitate the fair and equitable treatment of insurance consumers; 
• Promote the reliability, solvency and financial solidity of insurance institutions; and 
• Support and improve state regulation of insurance. 
 
U.S. consumers paid approximately $1.4 trillion in insurance premiums in 2005. Ultimately, the services 
of the NAIC benefit insurance consumers commensurate with the overall mission of the NAIC and state 
insurance regulation. State regulators’ primary responsibility is to protect the interests of insurance 
consumers, and the NAIC helps regulators fulfill that obligation. The cost of these services is 
approximately $.04 of every $1,000 in premiums paid. 

The NAIC’s History and Purpose 
Formed in 1871, the NAIC has supported and continues to support the following objectives: 

• Support state insurance regulation’s primary objective to protect consumers and ensure the safety 
and soundness of insurance companies operating in the United States; 

• Support the states which have primary authority for the regulation of the business of insurance as 
provided under the McCarran-Ferguson Act and as affirmed by the Gramm-Leach-Bliley Financial 
Modernization Act of 1999; 

• Promote the efficiency and effectiveness of the system of state insurance regulation through a 
technical committee structure and support resources, communication and coordination with the 
Federal government and international regulators, uniform financial and market regulation tools, 
securities valuations, reference materials and numerous education programs, among others; 

• Provide a forum for state insurance departments, and their 12,500 regulatory personnel, to coordinate 
financial and market oversight of insurers and expand consumer protection activities; and 
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• Paramount among the services offered by the NAIC is the production and maintenance of financial 
and market databases that would be cost prohibitive for each of the states to duplicate individually. 

 
The NAIC’s Future 
The NAIC continues to focus on the modernization of state insurance regulation in a manner that 
benefits both insurance consumers and industry participants. State regulators have demonstrated through 
several national initiatives that they possess the technical expertise, resources, and problem-solving 
experience to continue to implement national regulatory standards that will achieve the highest levels of 
marketplace safety and efficiency, while maintaining a competitive marketplace with the strong 
consumer protections that are the hallmark of state regulation.  
 
State insurance regulators are committed to maintaining the states as the primary or functional regulator 
of the business of insurance, yet acknowledge the need to streamline and simplify insurance regulation.  
This modernization is not only necessary for insurance companies to compete more effectively in the 
21st century financial services marketplace, but also to respond to the innovation and flexibility of ever 
more demanding customer needs. To that end, the NAIC continues to make progress in enacting specific 
reforms to address differences in state law and rules that can present obstacles to insurers, consumers’ 
needs, and market efficiencies. 
 
In January 2005, the NAIC membership identified twelve priority initiatives to appreciably modernize 
insurance regulation, including: 
 
• Interstate Compact 
• Market Regulatory Reform 
• Company Licensing 
• Solvency – Risk Assessment/Corporate Governance 
• Solvency – Risk Retention Groups 
• International Activities 
• Finite Reinsurance 
• Producer Licensing 
• Speed to Market and SERFF 
• Consumer Protection 
• Broker Activity 
• Government Affairs 
 
Since that time the budgets and Business and Fiscal Impact proposals for the Association have directly 
translated into support of these regulatory initiatives and the NAIC’s business strategy plan, which is 
designed to meet the association’s mission, values and goals.  And as with any business new 
considerations have surfaced for 2007 that require additional support and resources.  Among these are 
significant growth in affiliate operations, the formation of the Interstate Insurance Product Regulation 
Compact Commission, increased infrastructure costs necessary to maintain existing and emergency 
technical environments, a one-time request to host a significant international event, and increased costs 
related to the retention of valuable human assets. 
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The Budget Process 

The NAIC’s budget process in governed by the NAIC Officers, the Internal Administration (EX1) 
Subcommittee, and the Executive Committee.  Ultimately, all NAIC members are asked to participate in 
the development and review of the NAIC’s annual budget proposal.  Once implemented, budget 
performance is reported to all NAIC members to supplement management’s oversight and governance 
of the annual budget. 

In June of each year, a zero-based budget proposal is developed by each individual NAIC department, 
ultimately consolidating into each NAIC Division. During this time, each department projects its current 
year results and begins to build its proposal for the coming year, focusing closely on variances between 
the current year budget, current year projected results and the proposed budget for the coming year. 
Significant analysis is performed by NAIC management regarding the essential services provided to 
NAIC members, the insurance industry, and consumers. An association-wide review of services is 
conducted to identify services that are no longer essential to the membership or the NAIC’s business 
operations. This effort results in the reduction of costs and/or the reallocation of human and budget 
resources from less essential to more essential projects and services.  Many examples of this analysis are 
described throughout the budget proposal.  Upon review and approval by the Internal Administration 
(EX1) Subcommittee, the annual budget proposal is released to the general public for review and 
comment. 

2006 Consolidated Projections 
The 2006 consolidated projections were leveraged heavily in preparing the 2007 budget proposal. Actual 
revenues for 2006 are projected to be over budget by $1,758,407 or 2.96%.  The main driver behind this 
variance is the renegotiation of the services agreement with the NAIC’s affiliate, the National Insurance 
Producer Registry (NIPR), which is discussed in more detail in the General Fund Detailed Revenues 
section of this document.  Other favorable variances include $460,740 in services revenue, relating to 
SERFF transaction revenues and $360,790 in investment income related to an improvement in interest 
rates, an increase in the portfolio value, and a diversification of long-term investments.  These variances 
are slightly offset by a $281,928 shortage in the database fee revenue line due to premium growth of 2% 
rather than the budgeted 4%.  

Actual expenses for 2006 are projected to fall within 1.62% of the 2006 budget.  Notable variances 
between the 2006 projection and 2006 budget include a $1,254,958 increase in pension expense related 
to a one-time settlement recognition expense, an increase in non-capital equipment purchases of 
$273,357 related to the upgrade of the telecommunications system and $500,000 in other expense to the 
Interstate Insurance Product Regulation Compact Commission to fund start-up costs.  These variances 
are partially offset by (1) savings of $334,448 in salaries due to a high number of vacancies, (2) 
$510,416 in savings in professional services due mainly to the capitalization rather than expense of the 
SERFF Redesign Project consulting, (3) savings of $115,238 in rental and maintenance due to decreased 
operating costs related to two of the NAIC leaseholds, and (4) delays in projects with significant capital 
purchases have generated savings of $122,264 in depreciation expense.  

Additional details of 2006 projected variances are included as Appendix A of this executive summary, 
and throughout the budget proposal.  
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2007 Consolidated Base Budget 
The NAIC base consolidated budget (before adding fiscal impact proposals) includes total revenues of 
$62.6 million and total expenses of $60.9 million, which represent a 5.52% and 3.18% increase, 
respectively, from the 2006 consolidated budget, for a projected $1,740,107 in excess revenue over 
expense. Further, the 2007 proposal represents a 2.48% and 1.53% increase from 2006 projected 
revenues and expenses, respectively. These comparisons represent the NAIC’s base budget prior to the 
addition of revenues and expenses associated with the individual Business and Fiscal Impact Statements, 
which were reviewed individually by the NAIC Internal Administration (EX1) Subcommittee, and 
represent a $124,850 increase in revenues and a $1,159,366 increase in expenses on a consolidated 
basis. Upon adding these proposals, the NAIC consolidated budget includes total revenues of $62.7 
million and total expenses of $62.0 million, which represent a 5.73% and 5.15% increase, respectively, 
from the 2006 consolidated budget, and a 2.68% and 3.46% increase from 2006 projected revenues and 
expenses, respectively. Hosting the IAIS Annual Conference, a one-time event that will not be repeated 
in subsequent budgets, adds an additional $642,775 or 1.1% increase in both revenues and expenses for 
total revenues of $63.4 million and total expenses of $62.7 million. This represents a 6.81% and 6.24% 
increase respectively, from the 2006 consolidated budget and a 3.74% and 4.54% increase from 2006 
projected revenues and expenses respectively. 

Composition of NAIC Consolidated Revenues 

                  2007 Budget After Fiscal Impact Statements                                      2007 Budget Before Fiscal Impact Statements 
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Composition of NAIC Consolidated Expenses 

       2007 Budget After Fiscal Impact Statements                                       2007 Budget Before Fiscal Impact Statements 

  

                                       2006 Budget                          2006 Projection 

 
Individual Fund Analysis 
While it is important to understand the NAIC consolidated budget, it is also important to understand 
each component comprising the consolidation of all NAIC activities. The consolidation includes those 
NAIC activities to which specific funds have been allocated, such as the NAIC General Fund, the four 
NAIC Zones, SERFF, SBS, the Education Fund, the International Education Fund, FDR, and the 
relocation of the NAIC Kansas City office in 2000. It is also important to note that a few of these 
activities (i.e., FDR and the relocation of the Kansas City office) are large expense drivers to the NAIC 
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consolidated results as they solely represent depreciation charges for assets capitalized to these 
initiatives in prior years.  
 
Specific and detailed proposals for each of these activities are presented within this 2007 budget 
package and are summarized in Appendix A. 
 
NAIC Operating Reserve 
The target operating reserve level plays a key factor in the preparation of the annual budget proposal, as 
the NAIC believes the operating reserve is an essential element of the organization’s strategic plan.  It is 
likely the most important financial ratio to any nonprofit organization, as it offers a guidepost against 
which future financial decisions are monitored.  The reserve serves to ensure stability in the financial 
operations of the association, in the event of emerging risks and uncertainties.   
 
In August 2005, as a result of analysis of the operating reserve performed by an independent consultant 
to (1) evaluate the NAIC’s reserve policy, (2) review the risks and uncertainties facing the NAIC, and 
(3) make a recommendation for a prudent operating reserve policy, the NAIC Executive Committee 
adopted a revised operating reserve policy, representing an 80% liquid reserve target.  The NAIC 
defines this liquid reserve target as the ratio of consolidated net assets less fixed assets to consolidated 
operating expenses for the upcoming year.  As of December 31, 2005, the NAIC maintained a liquid 
reserve of 72%.  Based upon 2006 projected results and the 2007 budget proposal, the liquid reserve is 
projected to increase to 74% and 71% by December 31, 2006 and December 31, 2007, respectively, 
assuming a balance of fixed assets consistent with 2005 levels.   
 
Regulatory Modernization and Initiatives Fund 
To further manage spending beyond the proposed budget, the NAIC established a Regulatory 
Modernization and Initiatives Fund (the Fund) during the 2005 budget process, which serves as an 
established spending guideline on new initiatives and proposals with an impact on budgeted levels that 
also enhance the NAIC’s services to its membership and/or customers or improve the efficiency of the 
NAIC’s business operations.  Proposals for further 2007 budget resources will be limited to 1.5% of the 
2007 projected consolidated net assets proposed herein, or approximately $843,028, to the extent of the 
proposal’s net impact to 2007 consolidated net asset levels. 

Business and Fiscal Impact Statements  
The 2007 consolidated budget includes a number of Business and Fiscal Impact Statements. These 
proposals describe the purpose and scope of the proposal, its impact on the NAIC’s business, operations 
and finances, a description of the proposals benefits to key stakeholders and a risk assessment. Business 
and Fiscal Impact Statements are proposed for key policy and business initiatives at the NAIC, 
including: 

   1-4  Education and Training Programs – There are proposals for four new education programs, 
representing a total of $124,850 and $48,619 in 2007 proposed revenues and expenses, 
respectively. 

5 Insure U/Fight Fake Insurance Campaigns-Year II – Proposal is for year two of the national 
campaign to enhance consumer knowledge and promote the expertise of state insurance 
departments as the best resource for consumers with questions about insurance-related topics, 
representing 2007 proposed expenses of $150,000. 
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6 Upgrade NAIC Telecommunications-Voice Over IP – Project to further the 2006 approved 
upgrade of the NAIC’s telephone system purchased in 1987, last upgraded in 1995, representing 
2007 proposed expenses of $71,646 and $109,142 in capital expenditures. 

7 Information Systems Quality Assurance Initiative – Request for an additional NAIC staff 
member to maintain the NAIC’s role as a secure provider of quality and timely software products 
for the insurance regulatory community, resulting in $43,295 of 2007 proposed expenses and 
$1,025 in capital expenditures. 

8 Information Systems Call Center Help Desk Initiative – Request for an additional NAIC staff 
member to respond to the growing help desk call volumes for the NAIC and NIPR, resulting in 
$49,332 in 2007 proposed expenses and $2,813 in capital expenditures. 

9 National Portal Framework – Phase III – The third phase of this 2006 approved project to 
deliver a single place to access all insurance-related regulatory information, is for the 
components necessary to take the portal into production, requiring $317,220 of 2007 proposed 
expenses and $63,964 in capital expenditures. 

10 NAIC Association Records Management Initiative – Request for resources necessary to 
implement a modernization initiative that would strengthen and expand the association’s current 
records management program, resulting in $178,395 in 2007 proposed expenses and $163,675 in 
capital expenditures. 

11 Digital Rights Management (DRM) Deployment – Proposal to expand the delivery platform for 
publications to the Web while protecting the proprietary interests of the association, resulting in 
$65,440 in 2007 projected expenses with revenue generation beginning in 2008. 

12 SERFF v5 Redesign-Phase II – Proposal is for continued support of initiatives to further 
streamline the state insurance regulatory rate and form filing process.  The proposal includes 
three staff resources, with $235,419 in 2007 budgeted expense and $320,075 in capital 
expenditures. 

Details of these new initiatives are presented in the various “Business and Fiscal Impact Statement” tabs 
of this budget package. 

In addition to support for the initiatives described above, the NAIC is also engaged in the following 
business initiatives: 
 
14th Annual IAIS Conference and Committee Meeting 
The NAIC has been selected to host the International Association of Insurance Supervisors (IAIS) 14th 
Annual Conference in the United States in 2007.  This three-day international conference with 
approximately 500 registrants is a unique opportunity for IAIS Members and Observers and insurance 
professionals from all over the world to exchange views on topics of particular importance to the 
insurance supervisors and market participants.  Projected 2007 revenues and expenses are both 
$642,775, with registration fees and sponsorships expected to cover all conference expenses.  Details of 
these amounts are included as Appendix B1 and Appendix B2.  Funding of this event is a one-time 
request and will not continue into future NAIC budget years.   
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Interstate Insurance Product Regulation Compact Commission 
The Commission became operational in June 2006 upon the successful enactment of Compact 
legislation in twenty-six states.  Since that time interim subcommittees have been working diligently to 
establish the business foundations of the Commission.  Once operational, the NAIC provided the initial 
contribution of $500,000 to fund the Commission’s start-up costs as presented in the 2006 budget.  It is 
anticipated that this entity will not begin to generate revenue until the first quarter of 2007 therefore, it is 
likely that the NAIC will need to provide further funding assistance to the Commission in 2007.  The 
2007 budget for the Commission is included as Appendix C and suggests a funding requirement of 
$550,609. 
  
Producer Licensing Database 
From 1998 to 2005, the state producer licensing initiative grew from a database of 1,500 records to over 
2.2 million; NAIC's collection and disbursement of licensing fees, on behalf of states, has increased to 
over $101 million annually; and the number of NAIC members participating in the producer licensing 
data repository rose from an initial 15 states to now include all 50 states, the District of Columbia and 
Puerto Rico.  This significant growth over the past eight years has begun to tax the NAIC's current 
technology infrastructure and challenge its ability to efficiently process transactions in a manner that 
meets user expectations.  In addition system software code has been enhanced to accommodate 
immediate priorities without accommodating for future needs. While short-term analysis and fixes have 
been implemented by NAIC and NIPR technical teams over the past several months, these measures 
have provided performance gains that are not considered adequate to sustain performance and business 
needs for the long-term.  Therefore, a detailed fiscal impact statement will be presented to the members 
at the NAIC 2006 Winter National Meeting for implementing a full system/database reengineering effort 
intended to provide substantial improvements with producer licensing regulatory compliance, system 
capacity, processing performance, functionality and system extensibility.  Similar to the NAIC's 
successful Financial Data Reengineering (FDR), a three-year, $6 million initiative completed in 2000, 
the Producer Licensing Reengineering proposal will provide a significant opportunity to make a 
strategic investment in advancing the modernization gains facilitated by this electronic state insurance 
producer licensing system. 

The complete NAIC 2007 proposed budget is accessible from the NAIC Web site at 
http://www.naic.org/documents/about_budget_07budget_final.pdf.  Additionally, the NAIC’s 2005 Annual 
Report can be found on the Web site at http://www.naic.org/documents/about_2005_annual_report.pdf.  
Please feel free to contact Carol Hartley, NAIC Controller, at (816) 783-8038 should you have any 
questions or need additional information. 
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2007 Consolidated Budget 
Individual Fund Analysis 

 
NAIC General Fund 
The 2007 NAIC base General Fund budget (before adding fiscal impact proposals) includes total 
revenues of $59.6 million and total expenses of $56.8 million, which represent a 4.70% and 3.40% 
increase, respectively, from the 2006 General Fund budget, for a projected $2,840,507 in excess 
revenue over expense. Further, this represents a 2.10% and 1.00% increase from 2006 projected 
revenues and expenses, respectively. These comparisons represent the NAIC’s base budget prior to the 
addition of revenues and expenses associated with individual Business and Fiscal Impact Statements, 
which were reviewed individually by the Internal Administration (EX1) Subcommittee. Upon adding 
these proposals, the NAIC General Fund budget includes total revenues of $59.8 million and total 
expenses of $57.7 million, which represent a 4.97% and 5.09% increase, respectively, from the 2006 
General Fund budget, and a 2.31% and 2.65% increase from 2006 projected revenues and expenses, 
respectively before the addition of the one-time event.  Also included is the hosting of the 14th Annual 
IAIS Conference and Committee Meeting.  This is a one-time event, which is revenue neutral and will 
not recur in budget proposals for subsequent years.  With the inclusion of this event the 2007 budget 
proposes revenues of $60.4 million and total expenses of $58.4 million, which represent a 6.11% and 
6.26% increase, respectively, from the 2006 General Fund budget, and a 3.42% and 3.79% increase 
from 2006 projected revenues and expenses, respectively. 

Composition of NAIC General Fund Revenues 

             2007 Budget After Fiscal Impact Statements                                              2007 Budget Before Fiscal Impact Statements 
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Appendix A 
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                                                                         Composition of NAIC General Fund Expenses                                                                                                
                 2007 Budget After Fiscal Impact Statements                                         2007 Budget Before Fiscal Impact Statements 
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The significant revenue and expense changes from 2006 to 2007 include: 

Database Fees are budgeted to increase $231,721 (.96%) from the 2006 budget and $513,649 (2.14%) from 
the 2006 projection.  The increase in the 2007 budget over the 2006 budget is attributable to the application of 
a CPI-equivalent adjustment to the group and individual filing fee caps per the Business and Fiscal Impact 
Statement approved as part of the 2006 budget process. For 2007, the group filing fee cap will increase 
$6,849 to $208,284 and impact 25 companies. The individual filing fee cap for companies with a premium 
volume in excess of $2.7 billion, will increase $2,283 to $69,428 impacting 107 companies. The increase over 
2006 projections is related to the CPI-equivalent adjustment and an anticipated growth in the 2006 premium 
base of 2%.  
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Publications and Subscriptions will remain consistent with the 2006 budget but will decrease by .73% 
from the 2006 projection.  This slight decrease is due to service renewals and product sales that are not 
expected to recur in 2007.  

Services revenue is budgeted to increase by $577,700 (7.7%). This includes SVO revenues that are 
based upon the non-rated filing fee structure and an annual assessment from the SVO, which were 
approved by the NAIC membership in 2003 and effective January 1, 2004.  The SVO fee structure 
approved in 2003 was designed to support the exemption of all NRSRO rated securities from filing 
with the SVO on a “revenue neutral” basis.  While the 2006 projection and 2006 budget both represent 
a slight reduction in SVO filing fee revenues, there are no proposed changes to the $1.58 million 
annual assessment for 2007 but the 2007 budget includes price increases to restore the “revenue 
neutral” position. Please refer to section II.B. Detailed Revenues, page R4: Services for additional 
information. 

Meeting Registrations are $712,176 (38.04%) higher than the 2006 budget and $737,214 (39.91%) 
higher than 2006 projected levels.  The increase in this line is primarily related to NAIC hosting the 
14th Annual IAIS Conference and Committee Meeting in 2007. This revenue neutral proposal, detailed 
in Appendix B of the Executive Summary is a one-time event and will not be included in subsequent 
budget proposals. The remaining variance relates to a reduction in revenue sharing with the four NAIC 
Zones as a result of higher costs to produce national meetings at the selected sites for 2007. Revenue 
sharing is presented as a reduction or transfer of revenue to the Zone budget, therefore a reduction in 
this offset to revenue creates an increase in total revenues. 

Investment Income is anticipated to increase by $344,815 (34.94%) from 2006 budgeted levels but 
only $10,829 (.82%) from projected 2006 results. The increase in budget is related to the improvement 
in interest rates above that anticipated in the 2006 budget, an increase in portfolio value in 2007 as a 
result of operations, and a diversification of long-term investments yielding additional dividend 
income.  

It is important to note that the NAIC does not budget for realized or unrealized gains and/or losses in 
the investment portfolio due to the uncertainty of future fluctuations in capital markets. The budget is 
based on (1) interest income on the long-term portfolio and short-term investments and (2) dividend 
income from the equity portfolio. Realized and unrealized gains at June 30, 2006 totaled $26,250. 
Actual results could differ significantly by December 31, 2006 because the NAIC does not project 
market performance. 

Education Program revenue is budgeted to increase by $91,775 (10.59%) in 2007. The increase is 
related to the addition of four new programs in 2007.  

Other Income will increase by $1,467,898 (29.29%) over the 2006 budget and $288,955 (4.67%) over 
the 2006 projection.  The increase in this line results from the renegotiated NAIC/NIPR services 
agreement effective January 1, 2006.  Pursuant to the NAIC/NIPR services agreement, the NAIC 
receives 30% of certain NIPR revenues, which represents a license for the NIPR to use the NAIC’s 
producer data.  In addition, NAIC receives from NIPR an administrative fee of $1,000,000 for services, 
facilities and equipment provided by the NAIC. The 2006 variance results from this renegotiation, 
which was not anticipated during the preparation of the 2006 budget.  The 2007 increase over the 2006 
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projection is related to NIPR’s increasing transaction volumes and related revenues. 

Salaries are budgeted to increase $1,860,848 (7.06%) from the 2006 budget and $2,155,837 (8.27%) 
from the 2006 projection. This increase represents an average annual increase of 3.7% on base salaries 
offset by a factor for turnover and the addition of two new staff positions proposed in the Business and 
Fiscal Impact Statements. Also included in this increase is 0.6% for the adjustment of a few specific 
salaries to 10% below market, 0.3% for the adjustment of positions added during the 2006 budget 
process to a full year of salary, and 0.7% for reorganization of executive level staff.  Additionally, the 
2006 budget and projection includes a reduction in salary expense of $97,500 for the World Trade 
Center Small Firm Attraction and Retention Grant Program which is not included in the 2007 budget. 
This incentive program is related to the relocation of the SVO office to the financial district of New 
York and is based on $2,500 per employee.  The NAIC received the first half of this incentive in 2004; 
the second half will be earned by the NAIC in 2006. 

A promotions and adjustments line equal to 1% of salaries ($280,300) has been added to the 2007 
budget in an effort to retain and attract qualified individuals for employment with the NAIC. The 
NAIC's annualized employee turnover rate for 2006 is 19% with a primary driver being compensation 
below market. The employee turnover rate has begun to affect the completion of projects and initiatives 
due to the loss of continuity in the project and the amount of management time consumed by the hiring 
process. Given the current job market and the unique qualifications required by the NAIC for the 
majority of positions, it is difficult to fill valuable positions because salary rates are below market. In 
the past, the NAIC has been able to manage increases for top performers and hard to fill positions with 
difficult to find skill sets, but this practice has depleted all availability within the current salary 
allocation process. The Association has stayed within budget while giving these increases due to high 
turnover. The ability to grant promotions and adjustments will give the NAIC an advantage in the 
employment marketplace and reduce turnover while retaining valuable resources.    

Payroll Taxes are budgeted to increase by $105,407 (5.50%) due to the increase in the FICA wage base, 
the increase in total salaries projected for the NAIC and the addition of two staff positions in 2007. 

Employee Benefits are budgeted to increase $103,791 (1.93%) from the 2006 budget, but decrease 
$1,151,618 (17.39%) from the 2006 projection.  The 2006 projection includes a one-time settlement 
recognition expense for the defined benefit plan. This settlement, required under Financial Accounting 
Standard (FAS) 88, is due to total lump sum payouts in 2006 exceeding the sum of the service cost and 
interest costs of the plan in that year. The reduction in expense for 2007 is the result of the settlement 
recognition in 2006, an increase in the annual contribution to increase plan earnings, and a change in 
plan assumptions from annuity to lump sum payouts. 

Professional Services are budgeted to increase by $278,017 (11.36%) from the 2006 budget and 
$416,355 (18.04%) from the 2006 projection. The 2007 budget includes $581,910 in consulting services 
related to the incorporation of the Business and Fiscal Impact Statements in the base budget, specifically 
the Insure U/Fight Fake Insurance Campaigns, the upgrade of NAIC Telecommunication Project, 
National Portal Framework, the Records Management Initiative, and the Digital Right Management 
Deployment. These additions are offset by the completion of 2006 projects.  

Travel is budgeted to decrease by $171,476 (7.91%) from 2006 budgeted levels and $166,473 (7.69%) 
from 2006 projected levels. The variance from 2006 is due to the additional funding approved by the 
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Internal Administration (EX1) Committee in March 2006 for hurricane assistance that is not included in 
the 2007 budget.  Increases in the Commissioner travel line related to increased costs for the 2007 
Commissioners Conference and international travel are partially offset by decreases in staff and non-
staff travel.   

The NAIC believes the sponsorship of NAIC member travel is critical to the ongoing efforts of the 
association and its regulatory reform agenda.  In response the 2007 budget includes (1) $38,000 to 
sponsor the travel expenses for one PIO from each state to attend the NAIC’s annual PIO Forum in 
Kansas City, (2) $110,110 for the sponsorship of two regulators from each state to attend the 2007 E-
Regulation Conference; one to attend the general information systems track and one to attend the market 
regulation track, a third sponsorship, to attend the rate and form filing track of this conference is 
included in the SERFF budget, (3) $289,419 for the 2007 Commissioner’s Conference, (4) $150,000 in 
commissioner travel expenses to speaking engagements, testimonies, meeting with insurance trade 
associations and other NAIC business, (5) $250,000 for international travel for the members 
participation in the activities of the IAIS, OECD and the Joint Form, among others, and (6) $41,100 for 
regulator travel to working group meetings in 2007. Additionally, the NIPR budget will propose another 
$55,000 to sponsor one additional member from each state to attend the producer licensing track of the 
NAIC E-Regulator Conference and an additional $55,000 for a member from each state to attend an 
NAIC education program in the area of producer licensing. 

Occupancy is budgeted to increase $102,667 (2.19%) in 2007.  The NAIC will exercise a five-year 
option for additional space at the Executive Headquarters.  Construction on an additional 5,952 square 
feet on the fifth floor of the 2301 McGee leasehold to accommodate existing and anticipated growth in 
the NAIC affiliate operations will begin in early 2007.  Completion of this expansion in May 2007 
results in additional rent and utilities expense of $123,532. 

Equipment Rental and Maintenance is budgeted to decrease $60,904 (2.83%) from the 2006 budget, 
but increase slightly from the 2006 projection. The decrease relates to the return of leased computer 
equipment due to technology and application upgrades and the replacement of leased copier equipment 
with purchased machinery.  The variance from budget in 2006 is related to delays in capital projects, 
which impacts budgeted maintenance for those lines. The increase over 2006 projections is related to 
hardware and software maintenance for proposed 2007 capital purchases and the addition of Business 
and Fiscal Impact Statements. 

Depreciation will decrease by 46,302 (1.68%) from the 2006 budget and $10,321 (0.38%) from the 
2006 projection. The 2007 budget includes capital purchases of $2,242,392 for the General Fund, which 
is an increase of approximately $633,000 or 40% from the 2006 capital budget.  This increase is fueled 
by an aging infrastructure for the Enterprise Resource Package (ERP), the approaching obsolescence of 
certain infrastructure hardware, the finalization of the storage requirements at the co-location, and the 
addition of capital items necessary for the completion of projects presented in the Business and Fiscal 
Impact Statements.    

Office Supplies will increase by $178,581 (43.15%) from the 2006 budget and decrease $95,969 
(13.94%) from the 2006 projection. The increase in 2007 from the 2006 budget is related to ergonomic 
adjustments for furniture recently obtained through the Kansas City leasehold expansion in June 2005 
and non-capital equipment for the implementation of the NAIC Association Records Management 
Initiative.  The 2006 variance from budget is the result of equipment purchases of $273,357 related to 
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the upgrade of the NAIC’s twenty-year old telecommunications system. 

Meetings expenses will increase $869,280 (96.70%) from the 2006 budget and $818,717 (86.23) from 
2006 projections. The increase is primarily related to NAIC hosting the 14th Annual IAIS Conference 
and Committee Meeting in 2007. This revenue neutral proposal, detailed in Appendix B of the 
Executive Summary is a one-time event and will not be included in subsequent budget proposals. A 
remainder of the increase is due to costs associated with site selections for the 2007 national meetings.  
These increases are in the areas of food and beverage, audio visual, and facilities. 

Education Program expense will increase by $191,903 (41.16%) in 2006. This increase results 
primarily from (1) the transfer of regulator travel expenses for the 2007 Financial Summit from the 
NAIC Education Fund, this fund was fully expended in 2006, (2) an increase in food and beverage costs 
associated for the 2007 Financial Summit, (3) the transfer of Risk Assessment program expenses from 
the fully expended NAIC Education Fund, (4) commencement of the NAIC Insurance Regulator 
Designation program, (5) the addition of costs for education programs that are only offered every other 
year, and (6) the addition of four new programs in 2007.  

NAIC Zones 
The NAIC Zones are comprised of the Midwestern, Northeastern, Southeastern and Western Zones, 
each of which receive an equal allocation of 25% of revenues over expenses for each of the NAIC 
National Meetings. A summary of the 2007 budget for the four zones is included in the “NAIC Zones” 
section of this budget package. Overall, the 2007 proposed budget for the NAIC Zones includes 
revenues of $225,480 and expenses of $235,000, representing a 6.81% decrease from 2006 budgeted 
revenues and a no change from 2006 budgeted expenses. Further, this represents a 2.65% increase and 
5.16% decrease from 2006 projected revenues and expenses, respectively. 
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SERFF 
A summary of the 2007 SERFF budget and detail schedules of revenues and expenses is included in the 
“SERFF” section of this budget package. Overall, the proposed 2007 SERFF budget includes total revenues 
of $2,171,957 and total expense of $2,130,515, which represent a 47.52% increase and 2.27% decrease, 
respectively, from the 2006 SERFF budget. Further, this represents a 12.34% and 18.66% increase from 
2006 projected revenues and expenses, respectively.  The increase in revenues for 2007 are related to the 
increase in transaction revenue experienced in 2006 while the increase in expenses are related to the 
accumulation of redesign costs in 2006 and early 2007, which will begin depreciating in mid-2007. These 
comparisons represent the SERFF base budget prior to the addition of revenues and expenses associated 
with a proposed Business and Fiscal Impact Statement, which were reviewed individually by the Internal 
Administration (EX1) Subcommittee. Upon approval of this proposal the SERFF budget includes total 
revenues of $2,171,957 and total expenses of $2,365,934, which represents a 47.52% and 8.52% increase, 
respectively, from the 2006 SERFF budget and a 12.34% and 31.77% increase from 2006 projected 
revenues and expenses. 

Composition of SERFF Revenues 
                 2007 Budget After Fiscal Impact Statements                                         2007 Budget Before Fiscal Impact Statements                

Interest Income
$55,420

3%

E-Regulation 
Conference

$36,402
2%Usage Fees

$2,080,135
95%

E-Regulation Conference
$49,475

3%

Interest Income
$13,809

1%

Usage Fees
$1,409,038

96%

Interest Income
$31,143

2%

E-Regulation 
Conference

$63,279
3%

Usage Fees
$1,838,982

95%

2006 Projected 

                Composition of SERFF Expenses 

                       2007 Budget After Fiscal Impact Statement                                                       2007 Budget Before Fiscal Impact Statements 

Travel 
$112,204

5%
Rental and 

Maintenance
$140,522

6%

Depreciation and 
Amortization

$478,629
22%

Insurance
$6,398

0% Office Services
$35,991

2%Education 
and Training

$46,130
2%

Other 
Expenses

$1,980
0%

Professional 
Services and 
Temporary 
Personnel
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4%

Salaries and 
Benefits

$1,257,790
59%

Interest Income
$55,420

3%

E-Regulation 
Conference

$36,402
2%Usage Fees

$2,080,135
95%

2006 Budget 

Travel 
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2006 Projected    

Insurance
$6,043

0%

Office 
Services
$42,521

2%

Other 
Expenses
$10,235

1%

Education 
and Training

$70,833
4%

Depreciation 
and 

Amortization
$208,217

12%

Rental and 
Maintenance
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Travel 
$86,218

5%

Professional 
Services and 
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Personnel

$90,404
5%

Salaries and 
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$1,163,814
64%

SBS  
The proposed 2007 budget for the State Based Systems project includes only those amounts needed to 
support the existing SBS-licensed states, rather than to also predict SBS implementation revenues and 
expenses for states that have not yet signed an SBS license. As additional SBS licenses are signed, NAIC 
management will present Business and Fiscal Impact Statements to the Internal Administration (EX1) 
Subcommittee to illustrate the impact of the SBS implementation on the NAIC consolidated budget. 
 
The resulting 2007 SBS budget proposal includes total revenues of $572,993 and total expenses of 
$569,262, for net revenue in excess of 2007 expenses of $3,731.  A summary of the 2007 SBS budget and 
detail schedules of revenues and expenses is included in the “SBS” section of this budget package. 
 

Composition of SBS Revenues 

                                   2007 Budget                                                                                                             2006 Budget 
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Composition of SBS Expenses 

                                 2007 Budget                                                                                                      2006 Budget 

Salaries and 
Benefits
$4,390

1%

Office 
Services
$4,279

1%

State Training
$3,892

1%

Depreciation 
and 

Amortization
$44,546

8%

Rental and 
Maintenance
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Travel
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11%

Professional 
Services and 
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Office 
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17%

Travel
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2006 Projected    

Travel 
$4,204

1% Rental and 
Maintenance

$74,955
13%
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$99,516
17%

Salaries and 
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$87,393

15%

Office Services
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0%

Education and 
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0%

Professional 
Services and 
Temporary 
Personnel
$301,544

54%

Education Fund 
The Education Fund represents Board-designated assets used to fund education program expenses 
for insurance regulators. The 2006 budget proposed the use of Education Fund net assets in 2006, 
specifically to fund a portion of the travel expenses to sponsor regulator participation in the 2006 
Financial Summit.  Due to revenues in excess of expenses after this program, regulator education 
expenses for the 2006 NAIC E-Regulation Conference budgeted in the NAIC General Fund and 
SERFF were moved to the Education Fund because (1) they represent regulator education and (2) to 
ensure the fund is spent in full in 2006. A summary of the 2006 budget and projections are included 
in the “Education Fund” section of this budget package. 

International Education Fund 
The International Education Fund was established in 2004 in response to the International Insurance 
Relations (G) Committee request to establish and conduct formal training assistance programs for 
developing international insurance markets. It represents the allocation of General Fund net assets to 
create an internship program beginning in 2005. A summary of the 2007 budget for this fund is 
included in the “International Education Fund” section of this budget package. 
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FDR 

The FDR project was completed and fully 
implemented on February 1, 2000. As a result of this 
significant hardware and software implementation, the 
NAIC continues to incur depreciation charges on a 
straight-line basis over the useful life of the FDR 
assets. FDR will continue to incur depreciation 
charges until 2010 at the expiration of FDR’s 
estimated useful life. A summary of the 2007 budget 
for FDR is included in the “Financial Data 
Repository” section of this budget package. 

2301 McGee 

The costs associated with the relocation of the NAIC 
Kansas City office in early 2000 were allocated and 
capitalized on February 1, 2000. Additionally, costs 
associated with expansions are capitalized.  The first, 
an expansion of 9,486 square feet in July 2003 and the 
second, an expansion of 27,982 square feet in August 
2005. Finally, an expansion of 5,952 square feet will 
be capitalized in 2007. The NAIC continues to incur 
depreciation charges on a straight-line basis over the 
useful life of the 2301 McGee assets. Furniture, 
fixtures, and equipment are depreciated over a useful 
life of five years and the leasehold improvement is 
amortized over a useful life of 12 years 
(commensurate with the term of the lease). A 
summary of the 2007 budget for the NAIC 
Headquarters is included in the “2301 McGee” section 
of  
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MEMORANDUM 
 
 
 Date: June 16, 2006 
 
 Re: Request for NAIC to host 14th Annual International Association of Insurance Supervisors (IAIS)  

Conference & Committee Meeting in October 2007 
 

 

Executive Summary: 
The NAIC is honored to be selected to host the International Association of Insurance Supervisors (IAIS) 
14th Annual Conference in the United States for 2007.  As a founding member of the IAIS, the NAIC has 
been an active member since its establishment in 1994. Today the association represents insurance 
regulators and supervisors from over 180 international jurisdictions and its membership continues to 
increase.  In addition, IAIS includes more than 100 Observers representing industry associations, 
professional associations, insurers and reinsurers, consultants and international financial institutions. The 
IAIS issues global insurance principles, standards and guidance papers, provides training and support on 
issues related to insurance supervision, and organizes meetings and seminars for insurance supervisors.  
The IAIS works closely with other financial sector standard setting bodies and international organizations, 
like the NAIC, to promote financial stability.  Currently, I serve as Chairman of the IAIS Executive 
Committee. Several Commissioners and insurance regulators are active in IAIS working groups, and NAIC 
staff actively participates in committee meetings as well.  Detailed information about IAIS can be found at 
www.iaisweb.org.  

The IAIS Annual Conference is a unique opportunity for IAIS Members and Observers, and insurance 
professionals from all over the world to exchange views on topics of particular importance to insurance 
supervisors and market participants.  In 2005 the conference was held in Vienna with 371 member and 71 
non-member attendees.  For 2006, with Beijing as host, IAIS anticipates 480 members and 100 non-
members to attend. 

The NAIC’s role in hosting the conference would be similar to preparing for a NAIC quarterly national 
meeting. It would involve providing all meeting planning, speaker coordination, financial and registration 
activities required to host a 500-attendee, three-day international conference, and coordination of three 
days of committee meetings.  The conference location is tentatively planned for Ft. Lauderdale, Florida, 
with a goal of attracting greater Latin American insurance regulator participation in the conference. 
 
Benefits of Project/Initiative to NAIC Members: 
• Opportunity to host an international insurance regulator event and showcase the United States as a 

leader in insurance regulation best practices 
• Further the NAIC mission by providing education and learning opportunities to an international 

community to help support and improve insurance regulation 
•    Enhance the cooperative goals and charges of the NAIC International Insurance Relations (G) 

Committee 
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Stakeholders: 
Primary stakeholders of this fiscal request are NAIC Members and State Insurance Departments, other 
international regulators and jurisdictions, the Federal Government, industry participants as well as both the 
NAIC and IAIS organizations.  

Business and Operational Impact: 
Existing NAIC staffing resources from the Member Services and Business Initiatives, Executive, 
Meetings, Government Relations, and Accounting Departments will be used to host the conference and 
ultimately hold down the overall costs for this event.  

Financial Impact: 
The 2007 projected revenues and expenses are both $642,775, with registration fees and sponsorships 
expected to cover all conference expenses and ensure a neutral cash flow for the association.  It is 
important to note that if registration fees are not collected and/or sponsorships are not secured, or should 
both revenue sources not cover the costs of the conference, the NAIC would be liable for these expenses 
and will not be reimbursed by the IAIS.  Due to the nature of this relationship, all financial activity related 
to the IAIS event will be held in a separate account and reviewed by the IAIS Secretariat.  (See Appendix 
B2)   

Alternatives or Partnerships: 
The NAIC did consider utilizing an outside meeting planning agency to coordinate the IAIS event, but due 
to the high cost charged for this type of service, NAIC staff resources were chosen instead.  This decision 
was made to help maintain costs and limit NAIC’s potential overall financial exposure. 

Risk Management: 
Risks in funding the project include:  

1. A risk in funding this project is that if registration fees and sponsorships do not cover all the expenses 
of the conference, NAIC will be obligated to cover any unpaid expenses of the conference, not the 
IAIS. 

2. Another risk in funding this project is that should a natural disaster occur during October at the Florida 
location, the NAIC’s ability to relocate, in order to offer the conference at an alternate location during 
this same timeframe, could be extremely costly.  Therefore, event cancellation insurance will be 
purchased to anticipate this contingency. 

3. If the NAIC would decide not to fund this project, this choice would pose the greatest risk. By 
breaking our commitment with the IAIS, they would be forced to find an alternative insurance 
organization capable of hosting the IAIS conference in 2007, with limited time preparation.  
Depending on the circumstances for failing to hold the conference, NAIC would likely not be asked to 
host future IAIS conferences. 

g:\acct\data\2007 budget\All Units\IAIS Annual Conference.doc 
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MEMORANDUM 
 

To:   NAIC Officers and Members of the Internal Administration (EX1) Subcommittee 
  
From:   Commissioner Diane Koken, Interstate Insurance Product Regulation Compact Commission, 

Interim Management Committee, Chair 
 

Date:   June 16, 2006 
 
Re:   Interstate Insurance Product Regulation Compact Commission – 2007 Budget Proposal 

 

Executive Summary: 
 

In 2003 the NAIC members proposed the development of an interstate compact whereby state insurance 
regulators would jointly set uniform product standards and establish a single point of filing for designated 
insurance products through an Interstate Insurance Product Regulation Compact Commission 
(“Commission”). The Interstate Insurance Product Regulation Compact Model Law (“Compact”) was 
adopted by NAIC membership in July 2003.  Twenty-six months later, the 26th state, Ohio, joined the 
compact formally allowing the commission to become operational.  Today, the following 28 states are 
members of the Compact: Colorado, Utah, West Virginia, Virginia, Iowa, Maine, New Hampshire, Hawaii, 
Rhode Island, Nebraska, Idaho, Kansas, Washington, Indiana, Maryland, Texas, Vermont, North Carolina, 
Pennsylvania, Puerto Rico, Wyoming, Kentucky, Oklahoma, Georgia, Alaska, Ohio, Minnesota, and 
Massachusetts. 

In addition the NAIC has developed draft national standards for life, annuities, disability income, and long-
term care products as well as developed draft operating rules for the Commission to consider. Presently 
there are 45 draft product standards that have been created as a result of regulators working with interested 
parties, including representatives from the National Conference of State Legislatures and the National 
Conference of Insurance Legislators. 

Earlier this summer the Commission created several interim subcommittees to research and address 
numerous activities needed to allow the compact to become fully operational starting January 2007.  One 
of the subcommittees, the staffing and budget subcommittee developed a 2007 operating expense budget.  
The budget contemplates a funding request to the NAIC in the form of a line of credit or loan for the 
purposes of employing one Executive Director, and two Rate and Form Analysts, as well as monies for 
hiring outside legal and auditing services and other miscellaneous operating expenses.  All other operation 
services such as administrative, in-house legal, human resources, technology and facilities would be 
provided through an arms-length services agreement with the NAIC.  Additionally, the NAIC SERFF 
system would be used for processing Commission filings, which arrangement would be memorialized 
through a license agreement between the Commission and NAIC.  Lastly, if higher than anticipated rate 
and form product filings are received by the Commission in 2007, arrangements could be made to contract 
with qualifying compacting state insurance department Rate and Form Analysts to perform in-kind product 
filing reviews on behalf of the Commission. 

Financial Impact: 

The interim subcommittee recommends a 2007 estimated operating expense budget of $550,609 (see 
Appendix C2).  In August 2006, the NAIC provided the Commission with a $500,000 contribution to cover 
start-up activities in 2006 including recruiting costs for an Executive Director, staff salaries, enhancements 
to the SERFF system for Commission requirements, building of a Commission website and Commission 
meetings expenses.  

23



 

24



Appendix C 2

2006 2007
Proposed Proposed Increase
Budget Budget (Decrease)

REVENUES
NAIC Contribution 500,000$               -$                           (500,000)$              
Commission Assessment Fees -                             -                             -                             
Interest Income 2,500                     1,000                     (1,500)                    

     TOTAL REVENUES 502,500                 1,000                     (501,500)                

OPERATING EXPENSES
Salaries 67,500                   317,700                 250,200                 
Temporary Personnel 5,000                     5,000                     -                             
Payroll Taxes 5,558                     24,699                   19,140                   
Employee Benefits 1,708                     7,060                     5,352                     
Employee Development -                             6,000                     6,000                     
Professional Services 305,500                 44,500                   (261,000)                
Travel 30,000                   57,400                   27,400                   
Meetings 13,000                   19,500                   6,500                     
Occupancy 4,500                     9,000                     4,500                     
Equipment Rental/Maintenance -                             25,000                   25,000                   
Depreciation 139                        750                        611                        
Interest Expense -                             -                             -                             
Insurance 3,000                     7,500                     4,500                     
Office Services 15,500                   24,000                   8,500                     
Other Expenses 78,800                   2,500                     (76,300)                  

 
     TOTAL OPERATING EXPENSES 530,205                 550,609                 20,403                   

REVENUES OVER (UNDER) EXPENSES (27,705)$                (549,609)$              (521,903)$              

IMPORTANT NOTE:  This budget proposal was prepared based on best estimates and expectations of the Commission's startup
costs in 2006 and first year of operations in 2007.  The purpose of this proposal is to illustrate this best estimate, but will certainly
need to change and evolve as the Commission commences its operations, completes further work in the area of national stamdards and
begins to receive and review its first filings in early 2007.  The assumptions of this budget proposal contain a measure of uncertainty
as to whether the resources will be more or less than adequate during the start-up phase of the Commission

INTERSTATE INSURANCE COMPACT
Proposed 2006 and 2007 Budgets
Detail of Revenues and Expenses
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Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues 63,380,432$        59,339,189$           6.81% 3.74%
Total Expenses 62,674,841         58,995,281            6.24% 4.54%

Revenues Over (Under) Expenses 705,591$             343,908$                

6/30/06 Actual 12/31/06 Projected

Total Revenues 41,643,637$        61,097,596$           
Total Expenses 28,753,735         59,954,809            

Revenues Over (Under) Expenses 12,889,902$         1,142,787$              

2005 Actual 2005 Budget

Total Revenues 60,175,867$        59,231,565$           
Total Expenses 55,722,629         56,315,622            

Revenues Over (Under) Expenses 4,453,238$          2,915,943$             

2007 BUDGET SUMMARY
CONSOLIDATED

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
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BUSINESS AND FISCAL IMPACT STATEMENT 
Date: June 1, 2006 

Name of Project/Initiative: Health Insurance Rate Filing Reviews (Education 
Program) 

 
Business Sponsor 
 
 
Staff Support  

 
Julia Philips, Life & Health Actuary, Minnesota 
Insurance Department, Accident & Health Working 
Group Chair 
 
Randall A. Stevenson, Chief Managing L&H Actuary  
(816) 783-8227  rstevens@naic.org 
 
Sue Goldsmith, Sr. Education & Training Manager  
(816) 783-8201  Sgoldsmi@naic.org 
 

Requested Start Date: January 2007 

Anticipated Completion Date: May 2007  

New Project or Existing 
Project:  

New 

 
I.  Executive Summary: 
This two-day education program would provide a hands-on case study approach to look at the emerging 
issues surrounding health insurance rate filing reviews. The course objective would be to familiarize 
key insurance department personnel with model rate filing statutes and regulations and to 
collaboratively address the issues faced by various jurisdictions involved with rate filing reviews. 
 
II.  Benefits of Project/Initiative to NAIC Members: 
This education program would provide NAIC members the opportunity to more efficiently and 
effectively train their personnel who handle health insurance rate filings. 

Tangible benefits would include: 
• Faster health insurance rate review completions. 
• More accurate health insurance rate reviews. 
• Decreased cost of reviews provided. 
• Savings from reduced cost of training personnel. 
• Review productivity gains. 
• Reduced staffing costs, including overtime and reduced turnover. 
• Replacement of low value staff activities with high value work product. 
• Improved decision-making by providing timely, integrated, comprehensive and accurate 

information. 
• Reduced errors, duplication and needless work. 



36 

Intangible benefits could include: 
• Better insurance company, policyholder and department of insurance satisfaction. 
• Increased knowledge of model statutes and regulations, resulting in improved staff efficiency.  
• Improved efficiency or effectiveness of the department resources  
• Enhanced ability of the department to meet its strategic goals. 
• Increased staff morale and reductions in staff stress and turnover. 
• Improved Regulatory compliance. 
• Improved communications. 
 

III.  Stakeholders: 
Primary stakeholders for this proposal are insurance department personnel.  In addition, with this 
training, relationships between departments of insurance and insurers would improve. 

IV.  Business and Operational Impact: 
This project will require the participation of a Life & Health Actuary for two days to teach the course, 
plus approximately four man-days of work in preparing for the program. It will also impact the 
Education & Training and Copy Center staff in administering the new program. 

V.  Financial Impact: 
This program will be accomplished with existing NAIC staff.  The 2007 projected revenue is $9,875 
with projected expenses at $2,884.  (See Attachment 1) 

VI.  Alternatives or Partnerships: 
Julia Philips (Minnesota Department of Insurance) has also offered to provide the instruction for this 
course. She is the Chair of the Accident and Health Working Group of the Life & Health Actuarial Task 
Force of the NAIC. Ms. Philips is an extremely knowledgeable regulatory health actuary on this subject 
and would only charge travel reimbursement expenses to conduct the training. 

VII. Risk Management: 
There is a risk that departments will not send personnel to attend the training, which could result in a 
revenue shortfall for the program. 

If the project is not approved the issues with reviewing health rate filings may continue.  

g:\acct\data\2007 budget\fiscal impact statements\fiscal 01 health insurance rate filing ed program.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 
Date: June 1, 2006 

Name of Project/Initiative: Management and Leadership Effectiveness (Education 
Program)  

Business Sponsor 

Staff Support:  

Walter Bell, NAIC President-Elect, Internal 
Administration (EX1) Subcommittee  
 
Brent Roper, Sr. Human Resources Manager 
816/783-8045 broper@naic.org 
 
Sue Goldsmith, Sr. Education & Training Manager 
(816) 783-8201  sgoldsmi@naic.org 
 

Requested Start Date: January 1, 2007  

Anticipated Completion Date: November 2007 

New Project or Existing 
Project:  

New  

 
I.  Executive Summary: 
The proposed Management and Leadership Effectiveness education program will be a three-day 
comprehensive course on management and leadership and will be available to all state insurance 
department regulators. The course is being proposed to be added to the NAIC Education & Training 
curriculum, as this subject matter will be a requirement for those regulators seeking the NAIC’s Senior 
Professional Insurance Regulation (SPIR) designation. Specific management and leadership topics being 
considered for the program include: 

• Leadership 
• Strategic planning 
• Budgeting 
• Project management 
• Interviewing and selection 
• Ethics 
• Conflict resolution 
• Negotiation skills 
• Delegation 
• Employee motivation and recognition 
• Planning and organizing 
• Coaching and managing employees (performance management) 
• Diversity management  
• Federal employment law  
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The NAIC Human Resources Department will design the course with assistance from state insurance 
department regulatory staff and the NAIC Education & Training Department staff.  The design and 
implementation of the course will involve tailoring it to the needs of state regulators. It is anticipated that 
the program will be delivered in late 2007. By utilizing the Human Resources Department as a resource 
for this program, the Association will not have to expend financial resources to hire an outside consultant 
to design and present this course. The course will support and improve state insurance regulation by 
giving participants the skills they need to effectively lead and develop their staffs as they support new 
regulatory initiatives. 

 
II.  Benefits of Project/Initiative to NAIC Members:The course will: 

• Enable department of insurance leaders to coach and develop regulators as new regulatory 
initiatives emerge. 

• Enhance the management and leadership effectiveness of state insurance regulators. 
• Enable state regulators to meet one of the requirements for the SPIR designation.  
• Improve the effectiveness and efficiency of state department of insurance human resources. 
• Improve staff morale and possibly reduce staff stress and turnover as a result of improved 

management practices. 

Unlike management courses currently on the market, this course will be tailored to the specific needs of 
department of insurance leadership and will include cases and other course elements that are designed 
with the content of actual insurance departments. The course will be delivered using existing resources 
and staff so that there will be no additional costs to the Association. 

 
III.  Stakeholders: 
State insurance department leaders, the NAIC Insurance Regulator Designation Program Advisory Board, 
and regulators pursuing the SPIR designation are the primary stakeholders of this proposal. 

IV.  Business and Operational Impact: 
The NAIC Human Resources Department staff will be impacted in helping research, design and develop 
the program.  Existing NAIC staff, including the Director of Human Resources and Internal Services, 
among others, will facilitate the program.  It will also impact the Education & Training and Copy Center 
staff in administering the new program. 

V.  Financial Impact:  
The development of this program will be accomplished with existing NAIC staff. The 2007 projected 
revenue for this program is $12,375. Projected expenses total $2,802. (See Attachment 1) 

VI.  Alternatives or Partnerships: 
An alternative is to contract with an outside training vendor to develop and teach this program.  Typical 
pricing for developing this type of program is $5,000 to $8,000 plus facilitation time, which is usually 
$2,000 to $3,000 for each day of training delivered.  Thus, to outsource this program could cost the 
association an additional $11,000 to $17,000 the first time and $6,000 to $9,000 thereafter. 
 
VII.  Risk Management: 
A risk in approving this project is the possibility that the attendees would not find the training helpful or 
that the course does not achieve the desired results, i.e., more effective leaders. We believe the risk of that 
is somewhat remote due to the frequency with which the NAIC’s Human Resources Department conducts 
trainings of this nature and the successfulness of their programs.   

An additional risk of approving this program is that enrollments may fall short of that projected, which 
could result lost revenue for the program.  However, since this course is a requirement of the Senior 
Professional in Insurance Regulation Designation, this risk is minimal. 
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A risk of not approving this proposal is that the NAIC will need to contract with an outside vendor in 
order to provide a management course to regulators seeking the SPIR designation. 

g:\acct\data\2007 budget\fiscal impact statements\fiscal 02 mgmt & leadership effectiveness ed program.doc 4
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Fiscal Im
pact 3 



 

 
 
 

BUSINESS AND FISCAL IMPACT STATEMENT 
Date: June 1, 2006 

Name of Project/Initiative: Regulatory Overview of a Principles-Based 
Valuation System (Education Program) 

Business Sponsor 

 

Staff Support:  

Julia Philips, Life & Health Actuary, Minnesota 
Insurance Department, Accident & Health Working 
Group Chair 

Randall A. Stevenson, Chief Managing Life & 
Health Actuary, (816) 783-8227  rstevens@naic.org 

Sue Goldsmith, Sr. Education & Training Manager, 
(816) 783-8201  sgoldsmi@naic.org 

Requested Start Date: January 2007 

Anticipated Completion Date: March 2007 

New Project or Existing 
Project:  

New 

 
I.  Executive Summary: 
The two-day education program is intended to inform commissioners and upper level financial solvency 
personnel about the principles-based valuation system. Should the NAIC move toward a principles-based 
valuation system, it would entail changes to how policies are reserved and how valuations are reviewed. 
The course would provide the most current methods and information on principles-based valuation as is 
feasibly possible. 

 
II.  Benefits of Project/Initiative to NAIC Members: 
With the information provided in this program, attending commissioners or their representatives should 
be able to discuss the matter in general terms with the press and other interested parties and have enough 
knowledge to prepare their departments for the changes in examination procedures that the new system 
will require.  
 
Tangible benefits: 

• Potential cost savings from business process improvements, structural changes and optimized 
information. 
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Intangible benefits:  

• Increased knowledge of a principles-based valuation system  
• Enhanced ability of the department to meet its strategic goals. 
• Faster adoption of a principles-based system. 

 
Cost avoidance benefits: 

• Avoid unnecessary consulting and training fees for assistance in understanding principles-based 
systems. 

• Reduced costs by allowing a timely change in staffing requirements, if necessary. 
 
III.  Stakeholders:  
The primary stakeholders are the Insurance Commissioners and upper level financial solvency personnel 
in State Insurance Departments. In addition, insurance companies and interested parties may benefit from 
improved communication with the insurance departments. 
 
IV.  Business and Operational Impact: 
This project will require the participation of existing NAIC staff, including the Chief Managing Life & 
Health Actuary for two days, the Director of Financial Solvency for about two hours, plus approximately 
four days of NAIC staff time preparing the program. Additionally, both Commissioners and various 
members of the American Academy of Actuaries anticipate participation.   

V.  Financial Impact: 
This proposed program would be accomplished with existing NAIC staff.  The projected revenue is 
$43,600 with projected expenses at $20,597. This public program is expected to draw an audience of 80 
to 100, and will be held in Orlando, Florida. (See Attachment 1) 

VI.  Alternatives or Partnerships: 
This program could be presented in coordination with the American Academy of Actuaries programs. 
Several of the Academy Work Groups have provided extensive work to develop this project and they 
have presentations on principles-based reserving methods and historical information.  

VII.  Risk Management: 
There is a risk that departments will not send representatives to the program and thus could result in a 
revenue shortfall for this program. 

If the program is not provided, the NAIC may risk failing to support its members in providing needed 
products and services. Also, without the program, there may be numerous inquiries directed to NAIC staff 
and other insurance departments that could be efficiently addressed by conducting this education 
program. 
 
 
g:\acct\data\2007 budget\fiscal impact statements\fiscal 03 reg overview principles based valuation ed prog.doc 
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Fiscal Im
pact 4 



 

 

 
 
 

BUSINESS AND FISCAL IMPACT STATEMENT 
Date: June 1, 2006 

Name of Project/Initiative: What’s Going on with Health Insurance? (Introduction 
to Health Insurance Education Program) 

Business Sponsor 

 

Staff Support:  

Joel Ario, Oregon Department of Insurance, Health 
Insurance and Managed Care Committee Chair 

Brian Webb, Manager Health Policy and Legislation 
(202) 624-3543 / bwebb@naic.org  

Sue Goldsmith, Sr. Education & Training Manager, 
(816) 783-8201 sgoldsmi@naic.org 

Requested Start Date: January 2007 

Anticipated Completion Date:  April 2007 

New Project or Existing Project: New  
 
 

I.  Executive Summary: 
The proposed education program, What’s Going on With Health Insurance?, would educate participants 
on emerging regulatory health insurance issues. Some of the topics for this program may include: 

• How is health insurance regulated?  Federal and state roles. 
• How is health insurance accessed?  
• How are consumers protected? 
• What are the trends in private insurance coverage? 
• What is driving the cost of health insurance? 
• What are states doing? 
• How are federal programs (Medicare/Medicaid/SCHIP) regulated? 
• How do federal programs impact private insurance? 
• How does Medicare Supplement coverage work? 
• How does long-term care insurance work? 
• How do discount plans work?  Why they are not insured. 

 
A basic understanding of how health insurance works is important in the debate of health insurance 
reform, one of the biggest issues being discussed in the state and federal legislatures. This course will 
help to provide a better understanding of these issues and help to eliminate the lack of understanding of 
the basics of health insurance and its regulation by the states and by the federal government. To 
maximize the effectiveness of this course it is scheduled for the spring before much of the debate on this 
topic begins. 
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II.  Benefits of Project/Initiative to NAIC Members: 
The primary benefit of this project for the NAIC members is improved decision-making by providing 
timely, integrated, comprehensive and accurate information to regulators. This program will improve 
understanding of health insurance and its regulation, thus improving the effectiveness of NAIC members 
in their conversations with congressional and association staff, as well as the press.  Making their efforts 
to impact legislation and regulation more effective. This training will assist the Health Insurance and 
Managed Care (B) Committee and the NAIC Government Relations office meet its goals with regard to 
health insurance reform and education of legislators. Educational materials developed for use in this 
course may be used as a future resource by participants to answer questions about health insurance 
regulation.  

Currently the NAIC Government Relations office receives over 10 calls a week from congressional and 
association staff asking questions about how health insurance is regulated and what states have done to 
protect consumers.  This program will not only educate those who attend, but also produce materials that 
could then be shared with NAIC staff as a valuable resource. 
 
III.  Stakeholders: 
The primary audience will be congressional staff and the government relations staff of other associations 
in D.C. that have an interest in health insurance—small business groups, provider groups, consumer or 
disease advocates, etc.  This program will provide a good foundation for the debate of health insurance 
regulation. Press may also be interested to improve their understanding of health insurance. 
 
Congressional staff will be provided basic, understandable information on how states regulate insurance 
and how consumers are protected.  Few congressional staffers have any understanding of health 
insurance. 
 
Association staff will be provided understandable information on how state regulation of insurance 
impacts their area of interest.  

Press will be provided understandable information providing a firm grasp on the basics of health 
insurance so that they can better discern the issues. 

IV.  Business and Operational Impact: 
Existing NAIC staff will be responsible for developing and teaching this program, with help from 
regulators for a few of the presentations. No additional staff will be needed for this initiative. 
 
V.  Financial Impact: 
This program will be accomplished with existing NAIC staff.  The 2007 projected revenue is $59,000 
with projected expenses at $22,336.  (See Attachment 1) 

VI.  Alternatives or Partnerships: 
The NAIC could consider partnering with another organization (i.e., Robert Wood Johnson foundation, 
Georgetown University, etc.), which would reduce cost to NAIC and increase visibility of the program.  
However, this would also reduce NAIC’s visibility and regulatory control over the content of the 
program. 

VII.  Risk Management: 
Past events of this nature that have been sponsored by other groups have garnered significant interest—
100 to 200 participants.  The expertise of the NAIC and the current interest in health insurance reform 
should result in good participation, although a two-day event is a considerable time commitment in D.C.  
There may be several who only come for part of the program.   
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If this request were not funded, the NAIC would miss an opportunity to educate key partners and provide 
a benefit to members.  Reform of health insurance is currently a key issue in Congress and this event 
could help solidify the NAIC regulatory expertise in this debate. 

g:\acct\data\2007 budget\fiscal impact statements\fiscal 04 what's going on with health ins ed program.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 

Date: June 2006 

Name of Project/Initiative: Insure U/Fight Fake Insurance Campaigns - Year II 

Business Sponsor 

 

 

 

Staff Support:  

Jorge Gomez, Wisconsin Insurance Commissioner, Chair 
of the Consumer Protections Working Group 

Sandy Praeger, Kansas Insurance Commissioner NAIC 
Vice President 

Kim Holland, Oklahoma Insurance Commissioner 

Scott Holeman, Director of Communications 
816.783.8003, sholeman@naic.org 

Requested Start Date: January 2007 

Anticipated Completion Date:  December 2007 

New Project or Existing Project: Existing 
 
I.  Executive Summary: 
This summary outlines the proposed communications and public relations campaign scope-of-work for 
year two of the NAIC and Cooper Katz & Company relationship. The proposal is designed with two key 
objectives:  
 
1. To build on the consumer education momentum of year one’s launch of Insure U.  This campaign was 
established in 2006 to enhance consumer insurance knowledge and promote the expertise of state 
insurance departments as the best resource for consumers with questions about insurance-related topics.  
Insure U began with a kick-off event in New York City attended by 19 commissioners, 22 
reporters/editors and more than 60 consumers.  Toolkits were provided to all 56 member Public 
Information Officers (PIOs), which have resulted in several local consumer/media campaigns (in addition 
to the national campaign), four quarterly planned media press releases (in English and Spanish) and over 
46,000 hits to the InsureUonline.org Web site to-date. The first quarterly news release generated nearly 
1.3 million media impressions, not including hits made by media using releases distributed by state 
insurance departments. 

 
2. To create a leadership communications platform that enables the NAIC and its members to address 
critical public issues of importance to insurance regulators. 
 
The 2007 consumer education/public relations proposal is an aggressive plan to both support the NAIC’s 
mission and to gain a larger audience for important consumer protection information.  Building on the 
momentum of Insure U, this seven-part program will: 
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1. Broaden Web site promotion 

• Increase outbound press materials 
Currently, a lengthy Insure U press release is distributed each quarter focused on a broad product 
area (home, auto, life, health). Increasing the volume to monthly distributions is recommended – 
continuing to issue one long release per quarter on such subjects as long-term care, annuities and 
disability insurance and adding reduced length releases in “news tip” format for the other months, 
narrowing the focus on a specific type of insurance or issue being addressed in the news cycle 
(e.g., HSAs and high deductible insurance, flood insurance, what to do if your homeowner’s 
insurance is cancelled because you’re in a hurricane zone, etc.). 

• Intensify outreach to key audiences 
o College students 

Create a focused PR effort against college newspapers, sending them tailored content from a 
young singles curriculum. 

o Hispanics 
To more effectively reach Hispanic audiences, work with freelance Hispanic publicists to 
create six custom releases (one every other month) during the year (incorporating the 
Hispanic consumer survey results and insurance topics of particular importance to Hispanics) 
and pitching the materials “in language” to major Hispanic dailies.  In addition, these 
publicists will create a pre-written story (similar to a matte) for each release and place with 
community-based weekly papers. A Hispanic radio media tour is also recommended. 

• Implement satellite media tour 
In conjunction with year two of Insure U, book a satellite media tour for NAIC’s president and, 
potentially, other commissioner spokespersons. 

• Encourage insurance industry to support Insure U 
Invite insurance companies and insurance industry trade associations to promote Insure U by 
allowing them to utilize the Insure U logo and approved copy in their materials and on their Web 
sites. 

 
2. Enhance Web site content 

• Add new section on insurance considerations for small businesses 
Small businesses owners will benefit from insurance considerations tailored to their needs.  
Furthermore, adding a new small business section to Insure U online will give the site a new look 
and enable a promotion to media. 

• Translate content into Spanish 
Consistent with the goal to more effectively reaching the Hispanic community, create a Spanish-
language version of Insure U that completely mirrors the English-language site. Thanks to the 
generous offer of translation services from Puerto Rico Insurance Department, there is no 
financial impact for this enhancement. 

• Refresh quizzes 
To keep the Insure U quizzes fresh, replace 25-30 percent of the questions, and reprogram the 
order/look/feel. 

 
3. Update PIO communications toolkit 

With new PIOs coming on board and with new curriculum elements being developed, the PIO 
communications toolkit will need to be updated and the binder/CD reproduced and distributed.  
Anticipated changes to the toolkit are: 
• Disaster communications plan 
• New PowerPoint frames/script for small business considerations 
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• Revised quizzes 
• Spanish language materials 

 
This is an entirely new toolkit element for use in helping PIOs manage public communications 
concerning insurance issues when a disaster strikes locally.  Content would include suggestions for 
roles/responsibilities, useful tips to help consumers deal with insured losses, a comprehensive FAQ 
covering frequently asked consumer questions and advice on dealing with the media during a crisis 
situation. 

 
4. Strengthen Fight Fake Insurance/Stop Call Confirm 

• Collect current fake insurance statistics and information  
To generate additional coverage about the dangers of fake insurance, new comprehensive data 
about the incidence of this problem is needed.  The current government study on fake health 
insurance was conducted in 2002.  Commissioning an independent party to research and produce 
various metrics, e.g. the number of consumers impacted and the dollar volume of fake coverage 
nationally across various product categories is recommended, as well as identifying a pool of 
consumers who have been victimized by fake insurance whom journalists could interview.  

• Update House of Cards PSA 
With expected turnover of state insurance commissioners, arrange for re-taping approximately 25 
percent of the closing tags. 

• Produce Spanish language TV PSA 
At a minimum, translating the House of Cards PSA into Spanish and distribute it to Hispanic TV 
outlets.  Engage a well known Hispanic personality to do an on-camera PSA. 

• Encourage insurance companies to support the message 
Invite insurance companies to join in the fight against fake insurance by allowing them to utilize 
the Stop Call Confirm logo and approved copy in their materials and on their Web sites. 

 
5. Plan/execute year two Insure U event 

• Insure U for Small Businesses Launch Event   
The new curriculum on small business insurance considerations could be launched as part of a 
year two Insure U press event.  Smaller in scope than year one’s launch, this event would appeal 
to business/trade reporters who cover small business and entrepreneurial ventures. The event 
could include a “mini-class” on small business insurance issues taught by commissioners.  An 
efficient approach might be to hold this event in partnership with another national organization, 
such as the National Association of Independent Business Owners or the U.S. Chamber of 
Commerce. 

• Insure U Spanish Program Presentation  
An additional consideration is to leverage the Spanish-language version of Insure U through a 
presentation at an existing conference that attracts a large number of Hispanic reporters, for 
example the annual meeting of the National Association of Hispanic Journalists.   

 
6. Institute new consumer research 

• Rather than commissioning a completely new general study of consumers, field a few consumer 
questions each quarter on highly current issues, then immediately announce the results.  For 
example: 
o Did your premiums for homeowner’s insurance increase significantly (more than 10%) for 

2007? 
o Has your employer stopped providing health insurance coverage? 
o How important is disability insurance to you? Very important, somewhat important, not very 

important, not important at all? 
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o How important is disability insurance to you? Very important, somewhat important, not very 
important, not important at all? 

• Conduct secondary research for small business owners to identify their insurance 
concerns/perceptions/issues.  Conduct a detailed study of Hispanic consumers on their insurance 
concerns/perceptions/issues to bolster outreach to Hispanic media. 

 
7. Create new Insure U publication 

Much of Insure U’s online content, as well as the content of the matte release articles, could be 
repurposed/reformatted as a colorful Insure U “school newspaper,” perfect for use as a leave-behind 
or mailer.  The paper would include information for each life stage – leaving space for each state 
insurance department to add some customized content, such as the signing of a byline by the 
commissioner and local contact information. 

 
II.  Benefits of Project/Initiative to NAIC Members: 
The Insure U campaign is intended to enhance consumer knowledge and to promote the expertise of state 
insurance departments as the best resource for consumers with questions about insurance-related topics. 
While the program is national in scope, it also provides toolkits for state PIOs to create their own local 
consumer/media campaigns—complete with prepared presentations, news releases and quizzes.  The 
yearlong program will provide states with information they can release every month.  They may also 
decide to link to the InsureUonline.org Web site, or select elements from the campaign for their individual 
sites.  
 
In addition, television public service announcements will feature state insurance commissioners, directors, 
and superintendents who choose to participate. State contact information will also be provided in these 
messages. Radio PSAs in Spanish will also direct consumers to state insurance departments. 
 
III.  Stakeholders: 
Primary stakeholders for this proposal are insurance consumers.  In this expansion of Insure U, the 
Hispanic community would also see a greatly expanded outreach effort. The NAIC Communications staff  
member dedicated to this program will invest in the development, production and promotion of the 
program, as well as state insurance departments, through public information officers (PIOs) and consumer 
assistance departments. 
 
The NAIC and state insurance departments will also receive greater name recognition, as the key 
messages of the campaign will reinforce the credibility of state regulators and promote them as consumer 
advocates and insurance experts. 
 
State departments who have limited time and resources for promotional and educational materials will 
have a “turn-key” program that can be easily implemented and customized. 
 
IV.  Business and Operational Impact: 
This program would be developed and delivered by a national public relations firm contracted by the 
NAIC in conjunction with the NAIC Communications staff.  Some travel expenses would be incurred.  
The NAIC Copy Center would also print a portion of the program’s materials. 

An extensive RFP process was conducted in 2005 to select a public relations firm for these NAIC 
communication campaigns.  Over 30 public relations firms were considered prior to the selection of a 
firm. The full potential of this program will be managed and optimized through the use of NAIC 
Communications staff.  
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V. Financial Impact: 
The 2007 budgeted expenses for this initiative are $150,000 (See Attachment 1) 

VI. Risk Management: 
If the development and delivery of this second phase of Insure U is not approved, the NAIC may lose an 
opportunity to capitalize on the success of the current consumer outreach program.  

g:\acct\data\2007 budget\fiscal impact statements\fiscal 06 insure u - fight fake year ii.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 
 

 
Date: 

 
July 20, 2006 

Name of Project/Initiative: Upgrade NAIC Telecommunications and PBX System 
Equipment using Voice Over IP (VoIP) 

 
Business Sponsor  Superintendent Alessandra Iuppa, NAIC President 

Internal Administration (EX1) Subcommittee  

Staff Support Denise Matthews, NAIC IS Director 
(816) 783-8006 dmatthews@naic.org

Brent Roper, Human Resource & Internal Services 
Director (816) 783-8045 broper@naic.org

Frosty Mohn, Advanced Technologies Manager 
(816) 783-8545 fmohn@naic.org  

Requested Start Date: January 1, 2007 

Anticipated Completion Date:  December 1, 2007 

New Project or Existing Project:  Existing 
 
I.  Executive Summary: 
NAIC originally purchased the existing Private Branch eXchange (PBX) telephone system in 
1987, and received a technology upgrade in 1995.  The manufacturer of the current Avaya 
Definity G3si PBX telephone system and Audix voicemail system announced end of sale for 
these systems effective 12/15/2005 and end of support effective 12/15/2008.  NAIC has an 
existing maintenance agreement and maintenance coverage on the PBX and voicemail system 
that expires June 2007.   
 
With the PBX telephone system now over twenty years old, an upgrade to VoIP technology 
would provide NAIC with numerous and significant communication benefits, along with some 
overall, long-term cost savings.  These include: 

 
• Traditional Time Division Multiplexed (TDM) solutions, such as the existing PBX, will be 

unavailable within the next 10 years. 
• VoIP would provide a significant reduction in NAIC’s $250,000 annual conference call 

expense budget.  It also provides the potential to offer free or lower-cost conference call 
expenses for interested party conference call participation (i.e., consumers, insurance 
company, federal regulator, international regulator). 

• This proposal’s investment can be leveraged to deliver video calls with the same features as 
voice calls. 

• Once implemented, NAIC long distance cost savings would average 8-10%. 
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• Remote sites can have the full telecommunications enterprise feature sets without the expense 
of deploying a local PBX.  This would benefit the DC office where the PBX is owned and 
managed by the building. 

• Product upgrades and maintenance are centralized, thereby reducing the total cost of 
ownership. 

• Expansion or new building wiring costs can be reduced by as much as 50%. 
• Station adds, moves, and changes today are estimated to cost from $75 to $135 each.  

Approximately 86% of this cost is eliminated with extension mobility under VoIP. 
• IP telephony is the second largest employee productivity technology, out pacing wireless 

LANs, wireless email, mobile technologies, and Instant Messaging according to Sage 
Research. 

• Disaster preparedness can be easily incorporated into the existing NAIC Co-Location model, 
which is required for voice mail and voice dependent functions such as the Help Desk Call 
Center. 

 
III. Stakeholders: 
NAIC members, employees and customers would benefit from the newly upgraded 
telecommunications system, with improved reliability, reduced administrative support and more 
advanced telephone features.  
 
IV.  Business Operational Impact: 
Existing NAIC Technical Services staff would be used to oversee the implementation and 
installation of the Unified Messaging platform for the VoIP system.  An NAIC employee will 
provide the long-term responsibilities of system implementation and administration, staff 
coordination and training, and support. 

All NAIC staff would need to attend a one-hour training session on how to use the new system. 

V.  Financial Impact: 
The implementation cost of this project would be spread over multiple years.  The 
recommendation is to purchase and implement the following telecommunications technology 
accordingly: 
 
In September 2006, NAIC would use an already approved telecommunications fiscal totaling 
$156,907 to complete Phase I of this project.  The original proposal called for an Avaya upgrade 
to convert the existing voice mail (Audix) to Unified Messaging because the product had reached 
end-of-support.  However to better position NAIC for the future and provide a more cost-
effective solution, a migration to Voice over IP (VoIP) would begin in 2006.  In addition, this 
proposal includes an Interactive Voice Response (IVR) solution to assist in lowering the abandon 
rate NAIC Help Desk Call Center is experiencing, which have reached levels as high as 
47%, IVR also creates a highly available environment for voice mail by leveraging co-location.  
 
The VoIP project’s estimated 2007 expenses are $71,646 with capital expenditures projected at 
$109,142 (See Attachment 1).  This Phase Two proposal includes replacement of the aging PBX, 
PBX replacement in the two remote NAIC offices (New York and DC), and bringing 
conferencing calling in-house.  NAIC projects savings of up to $150,000 by bringing conference 
call support in-house. These tangible savings do not included the valuable time that would be 
saved to setup these conference calls or the revenue option for charging back non-regulators for 
this service, all of which are features of the proposed system.  Expenses incurred in 2006 would 
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also include $232,630, a one-time expenditure to replace existing staff phones with VoIP 
phones.    
 
VI.  Alternatives or Partnerships: 
An extensive evaluation of vendors for VoIP has been conducted.  In addition, several local 
companies were surveyed regarding their VoIP strategy.   
 
With this initiative, doing nothing is not a viable alternative as the current PBX technology will 
soon be obsolete. 
 
VII.  Risk Management: 
The risks surrounding approving the upgrade is very minimal.  This project will require adequate 
time to bid, design, install, and implement the upgrade.  This process can be easily accomplished 
by working closely with the selected vendors project management team that would assist the 
NAIC throughout the process.  Training of the employees on the new system’s changes will be 
minimal as well. 

Risks to the association of not approving the upgrade to the existing Avaya S8710 would include  
less phone system reliability, along with no future sale or support of the existing system.  Without 
the ability to grow the existing telephone systems, the NAIC would not be able to provide 
customers and members with the highest level of customer service and support. 

g:\acct\data\2007 budget\fiscal impact statements\fiscal 08 voip bfis.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 
Date: June 20, 2006 

Name of Project/Initiative: Information Systems Quality Assurance (ISQA) Initiatives  
 
Business Sponsor 
 
 
Staff Support  

 
Denise Matthews, NAIC IS Director 
(816) 783-8006 dmatthews&naic.org
 
Kim Chrisman, Sr. Manager I-Security & Application Support 
816-785-8590 kchrisma@naic.org  
 

Requested Start Date: January 2007 

Anticipated Completion Date:  Ongoing 

New Project or Existing Project:  New and Existing Projects 

 
I.  Executive Summary: 
For NAIC to maintain its role as a secure provider of quality and timely software products for the insurance 
regulatory community, it must provide continuous improvements to its Information Systems Quality Assurance 
(ISQA) Department. The ISQA team has reached capacity after taking on additional responsibilities and an 
increasing technology portfolio for NAIC, SERFF and NIPR projects. This proposal requests an additional staff 
resource to help support several new initiatives, as well as provide continued support for the commitment to 
NAIC IT quality assurance processes and procedures. 

The following describes best practices currently used by the NAIC ISQA team, and the risk associated 
with not performing these important processes when testing software systems: 

 

Best Practice Current Process Risk When Process Not Completed 

Full regression testing 
for every application 
within an ISQA 
supported release. 

Focus on the highest risk 
processes within an application. 

A change to an application could affect 
functionality in an application adversely that 
would not be caught during the testing period, 
resulting in possible loss of revenue and/or 
negatively affecting the reputation of the NAIC. 
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Performance testing for 
every application 
included in an ISQA 
supported release. 

Load testing is completed for 
the majority of applications 
within a release.  However, a 
performance test is completed 
only when requested and when 
ISQA resources are available.  
Performance testing differs 
from load testing in that a 
performance test will mimic the 
typical use of an application 
with varying input.  A load test 
will only verify the stress an 
application can take before 
failing. 

Load testing does not verify the application will 
perform well when released to production.  If 
performance is an issue it could result in possible 
loss of revenue and/or negatively affecting the 
security reputation of the NAIC. 

Code builds from 
source to enforce 
configuration 
management. 

Configuration management for 
executable files only. 

The executable is created from source.  Without 
configuration management for the source code 
there exists the risk of loss and/or corruption of 
NAIC or affiliate property. 

Separation of 
Responsibilities – limit 
access to QA and 
production 
environments. 

Separation for web servers and 
the IAPP server only. 

Risk of developers implementing code directly 
into production without adequate testing, making 
changes on the fly, overlaying work completed by 
other developers, lack of adequate source code 
management, potentially malicious acts causing 
financial and legal implications for the 
NAIC/NIPR. 

Review and sign off for 
testing from the 
business areas for each 
application included in 
a release to production. 

Verify sign off is received from 
business area for release to web 
server and IAPP server only.  
No review of test plans 
completed to ensure complete 
and accurate testing has been 
completed. 

Many business areas test only the changes 
included in a release without regression testing the 
application and verifying high-risk processes such 
as billing have been reviewed. 

 
The number of NAIC applications ISQA has been responsible for testing and release management has grown 
significantly over the past several years.  Below is a graph depicting the increase in NAIC I-Site applications the 
team has been responsible for from 2003 through 2006 with no additional staff.  
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For NIPR applications, not only has the number increased for NAIC ISQA staff to test, but many of these 
applications are released by states. Below is a chart depicting just the NIPR applications that are implemented on 
a state-by-state basis.  This type of deployment increases testing efforts by at least 50-fold when these additional 
testing iterations must be provided for each state being released with each application.   Many times this process 
can increase to over 100 iterations, if the state accepts transactions from both business entities and individuals.  
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ISQA Supported NIPR State-by-State Implemented ApplicationsEFR
EFT
ERL
ENRR
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Legend: 
EFR – Electronic Funds Refund 
EFT – Electronic Funds Transfer 
ERL – Electronic Resident Licensing 
ENRR – Electronic Non-Resident Renewals 
ENRL – Electronic Non-Resident Licensing 
EAP – Electronic Appointments/Terminations 
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While process improvements have been made to help address the situation, they have been inadequate to meet the 
continuously growing demand of the regulatory technology initiatives.  These efforts include the following: 

• Automation of testing.  ISQA has automated test plans written for each of the 185 applications that are 
currently supported.  This has increased the efficiency of testing, but does not address the performance/user 
load testing that is needed, as well as for applications where the support of the automated script is less 
efficient than manually testing the application. 

• Dividing the team to support two separate responsibilities.  One full time employee dedicated to code release, 
and one dedicated to testing.  This has made the ISQA team more efficient, but has also resulted in inadequate 
backup support. 

• Part time intern staff has been added, although helpful it has proven to be inadequate to meet the continuously 
growing demand due to the amount of training, time limitations the interns are able to stay employed, and turn 
over. 

 
II.  Benefits of Project/Initiative to NAIC Members: 
By adding an additional ISQA team member, the NAIC will be able to provide: 
 
• Increased load and performance testing for all applications the ISQA team currently supports, to ensure 

adequate performance of applications for users.   
• Increase release and configuration management services for all NAIC/NIPR developed applications. 
• Increase support for SERFF version 5 testing and release management in 2007. 
• Increase regression-testing for NAIC and NIPR applications. 
• Update all test plans and checklists with the newest system functionality.  
• Provide load and performance testing for all new Web based applications including Web Services 

implementations 
• Provide State Based Systems (SBS) application testing and release management 
 
III.  Stakeholders: 
Primary stakeholders for this proposal are state insurance department regulators, insurance industry, 
consumers and NAIC staff that utilize NAIC or NIPR systems and databases.   

IV.  Business and Operational Impact: 
The Senior Manager I-Security and Application Support will manage this fiscal.  It would also have a 
small impact on Human Resource staff to hire and orient the new employees. 

V.  Financial Impact: 
The 2007 projected expenses are $43,295, with capital expenditures of $1,025.  (See Attachment 1)  

VI.  Alternatives or Partnerships: 
Alternatives to adding full-time staff include adding interns. Reliance on interns as opposed to a full-time 
employee would not allow management to address the increase in release management services in 2007. 
The skill level and continuity needed for this responsibility cannot be fulfilled by an intern position, as  
interns are not allowed access to the NAIC production servers for security reasons.   
 
Doing nothing is also an alternative, which would result in the potential for an increasing portfolio of 
NAIC and NIPR systems to receive a decreasing level of quality and performance testing, as well as 
release management.   

 



                                                                       73                                                  Last Updated: May 4, 2005 

Risk Management: 
The primary risk in not approving this request is NAIC and NIPR could both see a decline in the quality assurance 
testing and release management services they provide if faced with an increase in new technology initiatives, but 
no increase in support resources.  Testing and release management processes are critical to providing quality 
applications and systems for members and other customers.  This decision could also significantly impact revenue 
generated from the NAIC and NIPR systems due to inaccurate or poor performing systems.   
 
g:\acct\data\2007 budget\fiscal impact statements\fiscal 08 isqa fte bfis.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 
Date: June 8, 2006 

Name of Project/Initiative: Information Systems Help Desk Call Center Initiative 
 
Business Sponsor 
 
 
Staff Support  

 
Denise Matthews, NAIC IS Director 
(816) 783-8006 

Jan Huff Soper, Customer Services & Support Manager
816-783-8508 jhuffsop@naic.org  
 

Requested Start Date: January 2007 

Anticipated Completion Date:  Ongoing 

New Project or Existing Project:  Both New and Existing Projects 
 

I.  Executive Summary: 
This proposal requests hiring one additional NAIC Help Desk Call Center Analyst to respond to the 
growing help desk call volume needs of the NAIC and NIPR.   
 
Providing excellent customer service has always been a high priority for the NAIC Information Systems 
Division (ISD).  The Help Desk is a key component to delivering high quality customer service for all 
users of NAIC’s growing number of systems and information. 

In 2005, the NAIC Help Desk received 137,531 help desk requests from over 4,000 NAIC members, 
45,000 insurance industry, producer, and consumer customers, and 390+ internal staff, answering 
questions and troubleshooting problems for over 150 NAIC and NIPR supported computer applications.  
Statistics for 2006 project 175,423 or a 27.55% increase in call volume. (See Exhibit A - Help Desk 
Request Volume - 5-Year Trend) 

There are several reasons for this increase in call volume.  Several systems and applications such as 
NIPR’s Non-Resident License (NRL), Non-Resident License Renewal (NRR), and Resident 
License/Renewal (RL/RLR), and State Based Systems (SBS), have been enhanced and continue 
increasing their user base significantly.  In addition, several existing applications, such as I-SITE, have 
added features and enhancements and/or added enhanced additional security features, which have 
contributed to the call volume.  The NAIC Help Desk is responsible for external users’ security 
administration. 

While the success of these applications and departments has been incredible over these past five years, it 
has not come without a cost to the quality and effectiveness of NAIC Help Desk customer service. As the 
Help Desk has a seen a 414% increase in call volume corresponding to the increase in NAIC-supported 
applications in its user base since 2002, it has only added two additional full-time and one part-time staff 
to respond to this increase. (See Exhibit A) 
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As a result of absorbing support for additional areas and with increases in utilization of current 
applications and systems, the Help Desk has reached a point that consistently exceeds maximum 
utilization capacity.  It operates in a position where essential functions are unable to be performed and 
customer service levels are compromised.  Our statistics show a substantial deterioration in the level of 
service being provided.  For example: 

• The average daily NAIC Help Desk call volume received has increased 44.2% YTD, rising from 
493 calls per day in 2005 (the average daily volume for the year 2005) to 711 calls per day in 
2006 (based on 1/1/06 -5/31/06 year-to-date data); 

 
• While the industry average help desk call “abandon rate” (number of times a caller hangs up 

before reaching a help desk analyst, divided by total calls received) is 10%, the NAIC abandon 
rate has risen above that percentage four out of five years, and in substantial increments over the 
last two years – 2002 12%, 2003 22%, 2004 19%, 2005 40%, and currently YTD 51%.  (See 
Exhibit A)  This means that out of the 711 calls from regulators, industry, consumers and staff 
that the Help Desk receives each day, 360 of these callers hang up before receiving help; 

 
• The NAIC Help Desk provides post-implementation support for all NAIC supported applications 

and systems (currently about 150), with 6 full-time Help Desk analysts and three part-time interns 
(7.5 FTE’s).  This includes systems used by the NAIC members and their staff, industry and 
consumer users and internal NAIC staff (over 45,000 total users).  Over the past several years, the 
number of applications supported has expanded significantly from our initial I-SITE state system 
to include additional NAIC applications such as SERFF, Consumer Information Source (CIS), 
Global Receivership Information Database (GRID), ClaimNet, Online Fraud Reporting System 
(OFRS), and others.  There has also been significant expansion in the applications used for 
producer licensing functions, specifically the State Based Systems suite of applications, and NIPR 
applications such as Non-Resident Licensing, Non-Resident Licensing Renewals, Internet PDB, 
and Resident Licensing and Resident Licensing renewals.  Additional state implementations and 
services for these areas are planned during the remainder of 2006 and in the upcoming year, 
which is expected to increase usage, and consequently help desk call volume. 

The NAIC Help Desk is the first contact for support on many NAIC/NIPR systems and calls are referred 
to the business/development areas only if the Help Desk is unable to address the issue.  The following is a 
breakdown of the business areas supported by the Help Desk, by percentage of the help desk service 
requests handled: 

1. NIPR 54.4% 
2. User Administration 12.3% 
3. SBS 4.9% (producers/external users, as opposed to state regulators) 
4. FDR/Internet Filing 3.0% 
5. Microsoft Office 3.1% 
6. I-SITE 2.4% 
7. Insurance Disaster Reporting System 2.4% 
8. Network/Connectivity 1.7% 
9. NAIC Web Sites/Consumer Information Source 2.9% 
10. Publications 1.6% 
11. Financial Data Reporting 1.4% 
12. All Other 9.9% 
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There has not been an assumption that the only option for improving the Help Desk situation is to add 
staff.  During 2005 and 2006, several measures were implemented in an effort to reduce the number of 
incoming support requests and reduce the amount of time it takes to handle a help desk request:  

 

• Worked with NIPR management team to make enhancements and changes to the user interfaces 
and to the back-end processing including: 

♦ Worked with NIPR management team on design suggestions for NRL/NRR Transaction 
“Queue,” a performance improvement to route transactions to a queue rather than having a 
blank page display for lengthy periods of time; 

♦ Implemented text changes for NRL/NRR transaction e-mail messages to clarify the process, 
setting service level expectations, and directing users to their state(s) instead of NAIC Help 
Desk for business questions 

♦ Redesigned state specific requirements information and contact information, providing more 
consolidated and more consistent information regarding business requirement and contact 
information across participating states. 

♦ Redesigned Non-Resident Licensing Renewal (NRR) pages to be more consistent with Non-
Resident Licensing (NRL) pages 

• Worked with State-Based Systems (SBS) management team to make modifications to the Online 
Licensee Services (OLS) language on the SBS home pages for each OLS state, to better distinguish 
the use of OLS services and licensing renewal and other SBS functions. 

• Implemented a change to the Internet filing application to generate targeted e-mail messages for user 
administration requests. 

• Staffing additions in 2006, enabled implementation of changes to the procedures for handling help 
desk voice mail and e-mail messages.  Utilize interns to perform the administrative tasks associated 
with retrieval and logging of help desk voice mail messages so that the full-time permanent analysts 
can focus on the core troubleshooting and customer service functions.  Interns not only retrieve and 
log the messages but also obtain additional information, respond to and close simple requests, and 
fully prepare and route the requests to the full-time analysts.   

• In addition, significant NAIC/NIPR resources have been focused on application processing 
performance improvements. 

 
It should be noted that although there has been a significant reduction in call volume for May 2006 (the 
8,761 service requests received in May represent the lowest volume since January 2005), much of this 
decrease is likely associated with the performance improvements.  While this reduction may be 
sustainable, one month is not a sufficiently representative to project volumes to continue at that level for 
the remainder of 2006 and into 2007.   
 
The NAIC Help Desk is projecting a 27.55% increase in call volume by year-end 2006 from year-end 
2005 based on current call trends.  It should be noted that the NAIC is actually projecting a net reduction 
in call volumes for 2007 (compared to 2006 projected year-end volume), based on increases in NIPR and 
State Based Systems call volumes offset by decreases in security-related call volumes and in general call 
volumes reduced as a result of the use of the IVR system. Despite this reduction in calls, the remaining 
call volume, plus anticipated growth continue to exceed current staffing capacity. In the addition, call 
volumes will increase with the following known projects: 
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Security 
Management is projecting increasing demands on the Help Desk staff as the NAIC improves and 
enhances its security measures.  Every organization is looking more critically at what they are doing to 
ensure tight security measures and policies are followed within their organization and the NAIC is no 
different.  An increase in role-based security will increase the workload on the Help Desk in 2006.  
However, in 2007 a decrease in call volumes is projected as a result of security initiatives that will move 
some of the state regulator user administration functions from the NAIC Help Desk to the state user 
administrators. 

 
Training & Staff Development 
Due to the call volumes, Help Desk staff has been unable to take sufficient time away from phone 
coverage to learn the applications in more depth or to work on related projects, such as assisting with 
HEAT software tool administration, developing customer satisfaction surveys, etc., that would help 
develop additional skills and better serve our customers.  Opportunities to spend time off the phones for 
other customer service related projects and for training is an important tool to help reduce stress 
associated with first line customer support positions, reduce the likelihood of burnout, and help minimize 
turnover.  Current call volumes have virtually eliminated the possibility for analysts to have any dedicated 
time off the phones.  This time is important to allow staff to do research, complete training, conduct more 
thorough follow-up on calls, monitor their calls more effectively, and to document information for 
inclusion in the HEAT knowledgebase.   

 
Integrated Voice Response (IVR) System Administration 
In addition to this proposal’s request for additional staff, there is also a need to staff project hours to the 
configuration and administration of an Integrated Voice Response (IVR) system scheduled for 
implementation later in 2006.  The IVR is an additional component of the Voice over IP infrastructure, a 
combination of hardware and software that provides a robust set of functionality used to provide priority 
call handling and routing, skills-based routing (routing calls to the most qualified staff to handle that type 
of inquiry), and self-service responses (providing automated solution responses to existing known issues).  
With an IVR, there is no expected additional impact, for 2007, to the Office Services or Technical 
Services areas already handling the Voice over IP project.  However, for the NAIC Help Desk, there will 
be a need to dedicate staff project hours to the administration and day-to-day operation of this system.  
Ultimately, the IVR system will allow calls to be handled automatically without help desk analyst 
intervention, which will position the Help Desk to handle future growth in support needs more effectively 
without continuing to add staff at an equivalent pace.  In addition, we expect a modest decrease in overall 
call volumes as a result of the implementation of the IVR system. 
 
There is funding included for education and training for the Voice over IP project, as part of the 
professional services for initial implementation and configuration.  In addition, it is estimated that an 
additional 150 hours will be needed in 2007 to customize procedures, systems, and reporting associated 
with ongoing day-to-day administration of the IVR system after the installation. 
 
II.  Benefits of Project/Initiative to NAIC Members: 
• Improve the overall customer service satisfaction to NAIC Help Desk callers. 
• Reduce the NAIC Help Desk call abandon rate to at least industry standard levels. 
• Adequately service the increasing call volume for current and new NAIC products and services. 
• Proactively respond to frustrated customers who are currently not receiving adequate or timely 

answers to their questions about NAIC products and services. 
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• Address the need to provide Help Desk Analysts with the ability to spend time off the phones for other 
customer service related projects and training, to help reduce stress associated with first line customer 
support positions, reduce the likelihood of burnout, and help to minimize turnover.   

• Enhance and improve the HEAT system that will in turn improve the overall NAIC Help Desk 
customer experience. 
 

III.  Stakeholders: 
The primary stakeholders related to this request are the NAIC members and their staff, insurance 
companies, producers, consumers and NAIC/NIPR support staff.   
 
IV.  Business and Operational Impact: 
The Human Resource Department will have an impact associated with recruiting for new staff.  The 
manager responsible for supervising the staff and the Help Desk team members will have time involved 
with supervision and training and mentoring for the new staff.  In addition, there will be a small 
incremental increase in other support areas with the addition of a new staff.   
 
V.  Financial Impact: 
The 2007 budgeted expense for this proposal is $49,332 and $2,813 in capital expenditures (See 
Attachment I). 

VI.  Alternatives or Partnerships: 
Several alternatives have been considered as options that might be used in lieu of requesting additional 
staff.  These alternatives and the challenges associated with each are outlined in this section. 

Alternatives to additional full-time headcount for this request would be to increase the number of interns 
currently being used in this area.  Reliance on increased intern staffing levels as opposed to increasing 
full-time permanent staff will result in an overall lower level of service to our customers and greater 
potential for diminished perception of our ability to address our customers’ questions and inquiries and 
our efficiency and effectiveness at providing quality customer service.   In evaluating the efficacy of 
interns, there is an overwhelming advantage to the NAIC in the quality of support that we can provide to 
our customers, both external and internal, by utilizing permanent full-time staff.  Use of additional interns 
does not address the issues associated with intern coverage and the challenges with training and hiring 
due to continuous turnover with interns, as well as significant learning curves.  In addition, reliance on 
additional interns will increase the workload associated with recruiting and hiring staff due to the constant 
turnover associated with interns and will also potentially diminish the productivity of full-time Help Desk 
staff involved in training and assisting interns and providing coverage for interns due to the part-time 
nature of their work schedules. 

Do nothing is also an alternative.  By ignoring the current trends and not taking any action at this time, 
the situation will continue to deteriorate.  This will result in additional stress for current staff and a 
continued decline in the quality and continued impact to the number and level of services and types of 
support that can be provided.  Without action to address the current situation, additional turnover for 
existing full-time staff due to stress and burnout should be anticipated, which will result in lower levels of 
experience and knowledge on the team and a reduced ability to adequately support our customers.  In 
addition to impacting support for planned future applications and enhancements, the level of support that 
is needed to support the applications we currently have will continue to be something that remains beyond 
our reach.  The exposure of a “do nothing” approach is the risk of delivering applications that cannot be 
adequately supported.  A related decline in customer satisfaction levels from our members, industry 
customers, and consumers can be expected to follow.  At some point, this can easily translate into loss of 
competitive advantage and loss of revenues.   



82 

Partnerships or other alternatives, such as temporary staff support were not considered workable options 
to address the current needs.  The use of temporary staff would provide only a short-term solution and 
would not address the long-term continuous need for supplemental staffing on the Help Desk.  In 
addition, existing partnerships with business areas that are already providing additional support will 
continue.  The majority (86.7%) of SERFF support requests are handled by the Insurance Products and 
Services Division staff because of the complex and time consuming nature of these requests.  The state 
regulatory users of State Based Systems primarily contact the SBS business area directly for support.  
However, the NAIC Help Desk provides full support for external users of SBS products and applications.  
NIPR handles second-level support as needed after initial analysis and troubleshooting by NAIC Help 
Desk, currently 5% of the NIPR support request volume based on May 2005 – May 2006 Help Desk 
metrics. 

The use of total out-sourcing to handle incoming Help Desk requests would pose significant challenges 
associated with the lengthy learning curve associated with our applications and systems and the difficulty 
of training new staff on the business nuances associated with handling NAIC/NIPR customer support 
requests.  NAIC’s applications, products and services are, for the most part, not “off the shelf” or 
commercially developed.  Based on researching a number of outsourcing case studies and based on 
Gartner research, outsourcing under these circumstances is generally considered inappropriate and has not 
proven to be cost effective.  Partial outsourcing would prove more challenging to implement due to the 
physical fragmentation of the support team and the difficulty in achieving timely communications and 
knowledge transfer among team members.   

Another alternative that could be considered would be to outsource or displace support for commercial 
software such as Microsoft Office and associated products; however, these types of calls do not represent 
a significant percentage of the Help Desk calls (3.1%).  That percentage also includes all e-mail related 
questions such as Spam, Virus, and Content Filtering, and installation requests, which are calls that could 
not be outsourced. While at least a portion of these calls could be outsourced effectively, those calls 
requiring referral to Desktop Support to work on the caller’s PC would still need to be handled by NAIC 
staff.   

Outsourcing only a portion of these calls would not reduce the call count enough to help support 
absorption of the anticipated increase in calls. One of the key concerns with this approach is added 
challenges associated with distributed Help Desk areas related to consistency in call handling, difficulty 
ensuring statistics are being captured, measured, and monitored effectively, and ensuring focus on 
consistent quality customer service.  In addition, it would be more costly as portions of the overhead 
associated with the support of the Help Desk would need to be replicated in multiple areas.  As a final 
challenge, customers would need to be able independently identify what type of problem they have in 
order to contact the appropriate help desk area.  Based on these considerations, this option has not been 
pursued. 

VII.  Risk Management: 
From a Help Desk perspective, the primary risk of not adding additional Help Desk resources is to the 
NAIC’s ability to provide quality customer support and assistance for the tools delivered and supported.  
Based on current trends, call volumes are continuing a consistent upward trend that overwhelms our staff 
capability to handle the calls.  Customer service levels will continue to decline and customer satisfaction 
with the NAIC’s ability to support systems will be impacted.   

Moving more Help Desk support out to the various business areas could be considered but these groups 
do not have the capacity to support a Help Desk functions with current staffing levels.  In addition, those 
business areas that currently provide supplemental support would like to be able to again rely on the Help 
Desk to provide first level support to their customers.   
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NAIC generates a considerable amount of revenue from customers paying for products and services.  
While difficult to quantify, dissatisfaction with the support provided, the inability to even reach an analyst 
to get support on the question or issue and ultimately abandoning the effort altogether, is clearly a 
significant risk that could have a considerable negative impact to the revenue being generated and future 
revenue projections.   

The overall risk, when ability to support systems is impacted, is that members and customers will turn to 
other providers or create their own solutions that will compete with NAIC systems and erode the NAIC’s 
reputation and position as the premier regulatory solution provider. 

The risk of approving this funding request is diminished ability to fund other priority requests. 

Exhibit A 
 

Help Desk Request Volume 5-Year Trend 
 

 2002 2003 2004 2005 2006 

Help Desk 
Headcount** 

4 (3 FTE, 2 
PT interns) 

4 (3 FTE, 2 
PT interns) 

5.5 (4 FTE, 3 
PT interns) 

5.5 (4 FTE, 3 
PT interns) 

7.5 (6 FTE, 3 
PT interns) 

Average Number of 
Years of Help Desk 
Experience 

2.33 3 2.5 2.2 2.6 

Total number of Help 
Desk Support Requests 
(All types phone, e-
mail, walk-ins, 
abandons) 

34,130 
 

45,611 89,040 137,531 175,423 
(projected) 

Average # of Help 
Desk Calls Handled Per 
Day 

139 181 251 493 711 
(YTD 
through May 
2006) 

Abandon Rate* 11.81% 22% 19.4% 40% 50.6 
(YTD 
through May 
2006) 

Voice Mail Volume 2,113 5,724 6,683 16,247 20,579 

E-Mail Volume 9,741 11,253 14,085 20,598 23,711 
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* % of calls where users called the Help Desk but hung up before a Help Desk Analyst could answer the 
call. 
 
** Headcount figures count interns as .5 head count and do not include the Team Lead/Supervisor, who is 
not dedicated to handling incident requests.  Below is additional information regarding the history of the 
help desk headcount: 
 
A fourth FTE was added in December 2004 (and filled in December 2004) as a headcount transfer from 
another ISD department.  In addition, a third intern was added in the latter part of 2004. 
 
In 2006, two additional FTEs were approved, one as a result of the 2005 Help Desk Business and Fiscal 
Impact Statement, and one as a transfer from another division.  One of the positions was filled in March 
and one in May.  As a result of these staffing additions the intern headcount was reduced from three 
interns to two interns at the beginning of 2006, but a third intern was approved in April and hired in May.   
g:\acct\data\2007 budget\fiscal impact statements\fiscal 09 help desk fte bfis.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 
 

Current Date: July 5, 2006 
 
Name of Project/Initiative: 
 

 National Portal Framework – Phase III  

Business Sponsor 

Jim Long Commissioner 
North Carolina Department of Insurance 
 

Technology Sponsor 

 
James Winningham, Deputy Commissioner Arkansas 
Insurance Department ,  Information Resources 
Management (H) Committee 
 
 

Staff Support Dan Oas, Advanced Business Systems Analyst 
816-783-8708 doas@naic.org 

Requested Project Start Date January 1, 2007 

Anticipated Completion Date December 8, 2007 

New Project or Existing Project Existing 
 

I. Executive Summary 
The NAIC has envisioned a national portal since June 2003. With the approval of this project request, the 
portal can deliver on the promise of a single place to get all insurance-related regulatory information. 

 
There no longer seems to be a question whether the NAIC should pursue portal technology, only when and 
how. Phases I and II of the NAIC National Portal project have successfully shown how it can enable 
collaboration, connectivity among the states, single sign on (ability to have just one ID and password to access 
information), and a way of delivering the wealth of NAIC and state-based systems to members, industry and 
the public in a way that provides what they want, how they want it, and when they want it. 

 
In June 2003 several regulators formulated the portal’s vision. NAIC staff delivered Phase I, a search engine 
targeted to insurance regulation, in March 2005. A working prototype will be delivered at the NAIC 2006 
Winter National Meeting. This 2007 funding request is for the components necessary to take the portal from a 
working laboratory model to the real world: 

• Acquire production-level hardware and software 
• Make prototype applications “commercial-grade” 
• Expand the depth and breadth of regulator products, services and data 
• Expand the depth and breadth of consumer products, services and data 
• Market and further brand the portal 
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Production-level hardware and software 
Phase II provided enough hardware and software to demonstrate the portal concept. That meant a single small 
server and its equivalent software. The advantage of that approach was that development was possible on 
exactly the same hardware/software platform that it would be deployed on.  
 
The Phase II Business and Fiscal Impact Statement anticipated requiring new hardware in 2007. This request 
is for a second server and associated licenses to ensure that the portal meets NAIC standards for production 
availability and backup. 
 
Make prototype applications commercial-grade 
The prototype objective was to show the power of a portal framework. Generally, that meant a window of 
information that allows access to an existing application, which is  a back-and-forth process. The portal 
retrieves data from the application, and then allows entry to the application. Phase III would provide resources 
to connect real NAIC applications, such as joining market conduct applications and financial data via the 
portal. 
 
Expand the depth and breadth of regulator products, services and data 
Regulators perform many different functions in different roles. The Phase II prototype provides limited access 
to three of these roles: Commissioners, Financial Analysts, and Financial Examiners. Adding functionality to 
these roles and expanding to other roles will be important to the usefulness of the portal and are part of the 
Phase III deliverables. 
 
Expand the depth and breadth of consumer products, services and data 
Phase II provides consumers a wealth of information tailored to their needs. But it is a difficult on-going task 
to  provide consumers with the information they need.  Phase III provides for collaborating with the Consumer 
Protections (EX) Working Group and the NAIC Consumer Liaison Committee to provide relevant consumer 
insurance data to the portal. 
 
Market and further brand the portal 
The NAIC has already purchased the URL www.InsureInfo.org. The URLs insuranceinfo.org, 
insuranceinfo.com, and insureinfo.com are all available for sale. There isn’t a price tag, but this assumes that 
the NAIC would attempt to purchase some or all of these URLs. Any money not used for purchasing would be 
used for promoting the portal through marketing materials. The NAIC Communications staff suggests staffing 
a booth at the four NAIC National meetings, NAIC E-Regulation Conference 2007, and the Financial Summit. 
They also suggested promotional items. 
 
Two additional phases for the full portal’s vision are anticipated, expansion to the insurer and consumer 
communities, but these are not considered in Phase III. 
 
II. Benefits of Project/Initiative to NAIC Members: 
Tangible Benefits 
1. Save state staff time – user self-service would allow customers to help themselves, saving state regulators 

times. For example, in 2006, the Texas Department of Insurance was able to reduce their call center load 
by making information available on the web. This would be available to all states. Example: consumers 
could download consumer information pamphlets tailored to their state. 

2. Reduced state staff effort – States face common issues. Seeing how another state addressed an issue will 
make it easier and faster for state staff. Examples: presentations, consumer education materials, model 
regulations, checklists, procedures, and data structures – any work material produced at the states. 
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3. Faster delivery of regulator/user functionality – There will be less user interface design and no effort spent 
on rebuilding common functionality. Example: Online Fraud and ClaimNet applications each had to build 
their own security and user interfaces. 

4. Reduced NAIC staff resources - Connections to services, databases, and systems; programming effort to 
connect to data sources in the states and at the NAIC. Example: currently any connections such as State 
Based Systems to I-SITE require one-to-one connections. The connection of five  states to four services 
would be 20 connections. The number of connections increases exponentially as you add states and 
services. With the portal, connecting each state and service would only require nine connections. 

5. Increased product sales – better visibility and electronic commerce would help increase sales. Example: If 
there is a community of Statutory Accounting Principles users, an easier to find link to the publication 
should make it more likely to be purchased. 

Intangible benefits  
1. Ease of Use – people can’t find things because they are organized on where the data comes from, not how 

people use it. The portal will allow different people to access what they want. 
2. Better target information to audience – there are as many structures appropriate for the NAIC website as 

there are reasons and perspectives of the people accessing it. A portal framework would allow us to tailor 
the right message to the right audience quickly, efficiently and accurately. 

3. Better security –States may be reluctant to share information due to the necessity for tight security over 
who has access to the materials. This can be addressed through integration with authentication services. 
Example: Financial Examination Notes. 

4. Easier Security – there are currently over 30 different NAIC security mechanisms. The portal, integrated 
with security functionality, will allow a single point of access to all secured data and systems. 

5. Improved quality of information and decision-support capabilities the portal allows for targeted access to 
information important by the portal user. Example: A Commissioner would be able to retrieve data for 
state-specific companies. 

6. Improved communications – the portal communities will make it easier for regulators to communicate 
with their peers in other states. Example: Real-time integration with the master contact database. 

7. Improved customer satisfaction – Many people prefer working with the web rather than having to make a 
phone call. The internet provides 24x7 access, no travel expense, and online forms filing. Example: filing 
a complaint or retrieving consumer information. 

8. Increased use of existing NAIC applications and systems – NAIC staff often hear “You should create a 
tool that…” followed by the description of an NAIC system that already exists. The portal will provide 
tools, applications, and data targeted to the functions of state insurance departments. Example: Regulators 
wouldn’t need to know whether a service was on I-Site, StateNet, or the website. 

 
III. Stakeholders 
This became more sharply defined in 2006. Since the portal affects everyone using NAIC applications and 
data, the affected stakeholders are many. 
 
• Regulatory Direction 
Information Resources Management (H) Committee is the business sponsor of this initiative. The Strategic 
Systems Planning Working Group (SSPWG) assists with functionality requirements and priorities. The 
National Technical Architecture provides technical oversight. The Consumer Protections Working Group 
provides direction on consumer issues. It’s likely that other NAIC committees will provide direction as the 
portal begins to deliver functionality impacting their areas of responsibility.  
 
• Portal Users – Consumers and regulators are initial users for the National Portal. Over time, industry and 

NAIC staff could also be a major user. 
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• NAIC Departments – numerous NAIC and NIPR staff are involved throughout every stage of the portal’s 
implementation to make sure that it properly supports and enhances their customer service and asset 
protection needs. 

 
IV. Business and Operational Impact: 
Resources for implementing and maintaining this project will be provided by existing NAIC Information 
Systems and Communications technical staff, along with limited consulting expertise to install the portal 
technology.  
 
To date, the project sponsors have not considered potential revenue opportunities for this project. However, the 
potential exists for several revenue opportunities related to the portal.  These areas could be pursued further at 
the request of the Internal Administration (EX1) Subcommittee. 
 
There are many ways to implement the portal framework project. This timeline assumes a mix of reprioritized 
application developers and consulting resources. 

 
  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
Upgrade Prototype             

Create Portal Cookbook             
Migration Requirements             
Training/Mentoring             
Development             
Q/A             

Expand Regulator Apps             
Business Requirements             
Development             
Q/A              

Expand Consumer Apps             
Business Requirements             
Development             
Q/A             

Promotion             
 
 
V. Financial Impact: 
The 2007 budgeted expense for this proposal is $317,220 and $63,964 in capital purchases (See Attachment I). 
  
VI. Risk Management: 

 
The risks of approving this proposal is the ability of the production hardware contemplated to support the 
additional load of the portal usage. This is not considered likely, but might require additional hardware and 
software expenditures to remedy. 

The risk of not approving this proposal include a lack of resources necessary for the NAIC to move forward 
with the overall strategic direction for technical architecture (App Server, Security, Web Services)  
 
g:\acct\data\2007 budget\fiscal impact statements\fiscal 10 national portal phase iii.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 
 

Current Date: June 16, 2006 
 
Name of Project/Initiative: 
 

NAIC Association Records Management Initiative – Proof 
of Concept 

Business Sponsor NAIC Internal Administration (EX1) Subcommittee  

Staff Support 

 
Trish Schoettger, Director Member Services and Intiatives 
Susan Huffman, Sr. Manager, Facilities/Office Services  
Gail Sciacchetano, Deputy General Counsel 
 

Requested Project Start Date January 2007  

Anticipated Completion Date December 2007 

New Project or Existing Project New 
 
I.  Executive Summary: 
NAIC has long recognized the critical importance of maintaining the association’s vital documents and 
records. Over the past 18 months, NAIC senior staff has scrutinized the association’s records retention 
schedule and processes to identify areas for improvement. Based on these findings, this proposal seeks to 
recommend modernization initiatives that would both strengthen and expand the association’s current 
records management program.   

NAIC has identified five (5) essential components for records management best practices: 

1. A written and communicated records management policy. 

2. A written and communicated records management retention/destruction schedule. 

3. Ability to automate, monitor and enforce records management compliance association-wide, 
regardless of job level or physical office location. 

4. Ability to automate, monitor and enforce records management compliance for all record types 
(paper, electronic, e-mail, microfilm, etc.) 

5. Provide employee encouragement for compliance, and consequences for non-compliance, of 
NAIC records management policy and procedures. 

During the past year NAIC senior staff met with directors and managers across the association to enhance 
and communicate a revised records management policy and retention/destruction schedule. In addition, 
both the policy and schedule were validated with an outside records management consulting expert to 
insure use of best practices.  (Components 1 & 2) 
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However, during the course of this evaluation, it became evident that achieving association-wide 
compliance of the policy and procedures, for all employees and all record types, were areas for 
improvement. (Components 3 thru 5)   

The findings revealed that due to the significant growth of the association’s electronic records, it has 
become increasingly difficult for staff to comply with the policy without some type of uniform, automated 
records management tracking and storage tool. In recent years a proliferation of duplicate records have 
been stored, both electronic and paper, resulting in a significant increase in electronic based storage and 
physical square footage storage space. In addition, a variety of tracking software tools are being used by 
departments throughout the Kansas City, New York and Washington DC offices, making it difficult and 
time-consuming to globally search and locate vital documents. Lastly, the software tool currently in 
operation for tracking paper records is over a decade old. Therefore, it would appear that a substantial 
cost-savings could be made by eliminating these expenses, once an association-wide records management 
solution were implemented. 
 
This funding proposal contemplates implementing a proof-of-concept, whereby NAIC purchases and 
installs Enterprise Content Management (ECM) software for a core group of staff, and conducts a pilot of 
our policy and procedures using the software to evaluate and document lessons learned, before requesting 
approval or funding to implement a solution to the full association.  The pilot would involve a subset of 
the IS Technical, Legal, Publications, Market Regulation and Office Services Departments and would 
include the following tasks:  
 

NAIC Records Management Proof-of-Concept Timeline 
 
  2007 
  Mar Apr May Jun Jul Aug Sep 
Install, Configure & Train        

Conduct orientation to all NAIC employees 
on records management policy & procedures        
Complete staff training for technical, records 
management and trainers on records 
management software        
Install and configure software        
Evaluate and convert subset paper records 
to electronic records        

Proof of Concept        
Conduct proof of concept pilot for all media 
types        
Perform records management audit        
Impose test legal hold on pilot depts        
Test destruction cycle        

Recommendation        
Document pilot results        
Evaluate records mgmt software        
Draft recommendation for association-wide 
rollout based on proof of concept        

In recent years, there have been several high profile cases where stiff civil and criminal sanctions were 
assessed to corporations that were unable to retrieve/produce vital documents. It therefore is a high 
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priority to implement an updated solution that can help the NAIC control costs, improve record 
accessibility and reduce legal risks. 
 
II.  Benefits of Project/Initiative to NAIC Members: 

Tangible Benefits 
• Control Costs. Reduce number of off-site paper and on-line electronic records and their associated 

storage costs. 
• Encourage Compliance. Providing an automated solution that integrates with employees existing 

desktop tools such as Microsoft Word and Outlook, increases the likelihood of association-wide 
compliance for this mission critical responsibility. 

 
Intangible Benefits 

• Reduce Lost Employee Productivity.  Reduce lost staff time costs due to inability to efficiently 
retrieve necessary records across all media types. 

 
Cost Avoidance Benefits  

• Reduce Legal Risks 
o Improve ability to assure members that the association is enforcing a legally defensible records 

management program. 
o Improve ability to assure members various regulations for specific records retention requirements 

are being met. 
o Improve ability to enforce a reliable, consistent records management policy amongst employees. 

 
III.  Stakeholders: 
 
Primary stakeholders of this request are NAIC Members and State Insurance Departments, as well as 
NAIC employees, who all benefit from a legally defensible association records management program.  

IV.  Business and Operational Impact: 

It is important to note that potentially every NAIC division, department and employee will be impacted if 
this fiscal is approved and implemented.  Staffing resources will be needed from the IS Division to 
implement any approved technology solution. Legal Division staff will have the primary responsibility 
for updating and maintaining the records management policy. Offices Services staff will have primary 
responsibility for updating and maintaining the records management retention/destruction schedule.  
Every NAIC employee will eventually be required to complete training, which could be provided by the 
NAIC IS Training staff, on how to use the records management software and Human Resources staff will 
be needed to assist in providing employee performance evaluation accountability for complying with all 
records management policy and procedures.  Lastly, all designated Records Management Coordinators 
will be involved in monitoring and ensuring compliance of the records management policies for their 
department. 
 
V.  Financial Impact: 
The 2007 projected expenses are $178,395, with capital expenditures projected as $163,675.  (See 
Attachment 1)   
 
VI.  Alternatives or Partnerships: 
NAIC did consider a no-cost/low-cost alternative of using the current Novell network directory structure 
as a tool for automating electronic records within our records management program.  However, it was 
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determined early on that this alternative lacked several necessary solution requirements.  For example 
Novell could not: 

1. Provide the facility to store documents in a certifiable product format that would comply with 
U.S. DoD 5015.2 regulations.   

2. Search across all media types (paper, electronic, e-mail), within a record, to globally locate 
records for subpoenas or other vital records requests. 

3. Provide functionality to maintain an audit trail of records access history. 

4. Offer a reporting tool.  Resources would have to be expended to program a reporting tool, in 
order to monitor compliance and conduct audits. 

5. Provide functionality to perform a legal hold on a collection of documents. 

6. Retain the original creation date of a record in order to create accurate destruction cycle reports 
for processing. 

7. Provide ability to set rules or filters to automate the classification of numerous documents and e-
mails staff encounter daily, to help NAIC motivate employees to comply with the records 
management policy. 

In May 2006, NAIC staff conducted research and evaluations on the top three Enterprise Content 
Management (ECM) software vendors, as ranked by Gartner Group. A recommendation is available 
regarding the software product that appeared best able to fulfill all the established functional requirements 
for this initiative. 
 
VII.  Risk Management: 
Risks in funding the project include: 1) not meeting the project’s implementation deadlines within the 
budgeted resources and 2) a change in software prices between the preparation of this document and 
approval of the project.   

The biggest risks in not funding this project and continuing with the existing records management 
program include1) lost employee productivity when searching for a group of vital documents across the 
association; 2) increased inefficiencies and costs in records storage and retrieval; 3) increased risk of 
holding or destroying corporate records that do not meet NAIC record retention guidelines; and 4) 
increased legal risks in the records management area, including penalties and fines. 

g:\acct\data\2007 budget\fiscal impact statements\fiscal 11 records management project.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 
Date: June 20, 2006 

Name of Project/Initiative: Digital Rights Management (DRM) Deployment 

Business Sponsor  Internal Administration (EX1) Subcommittee 
Staff Support  

Julie Fritz Insurance Products & Services Division Director, 
(816) 783-8709, jfritz@naic.org 

Requested Start Date: January 1, 2007 

Anticipated Completion Date:  July 1, 2007 

New Project or Existing Project:  New Project 
 

I.  Executive Summary: 
In 2006, the NAIC’s Insurance Products & Services Division will contribute $14.5 million, or 24%, to the 
NAIC’s overall revenue stream for publications and data products. That revenue is of vital importance to 
the NAIC in allowing the membership to move forward with important initiatives such as Speed to 
Market, Financial Solvency, Market Regulation, International Insurance issues, and Catastrophe planning. 

Over time technology emerges and evolves, resulting in changing customer expectations and new 
opportunities. These typically yield new business needs. One such change has been the emergence of the 
World Wide Web and the conveniences it provides in making documents available quickly and easily. 
Expanding our delivery platform for publications to the Web would allow the NAIC to provide immediate 
access to documents to those customers that prefer an electronic media. Additionally, it would 
significantly reduce production costs, and virtually eliminate shipping and delivery backlogs and 
obstacles. NAIC customers frequently request the ability to purchase publications online. In addition to 
the tangible benefits in reduced production, shipping, and printing costs for the IPS Division the Office 
Services Department would also have reduced costs for ink and paper. Furthermore, the NAIC would 
benefit from the reduction in resource hours needed to copy the publications, which can be devoted to 
other projects.  

Today, the NAIC offers online distribution of many publication products, none of which are top sellers. 
The reason for this is that the current delivery system does not provide intellectual property protections to 
the degree necessary to preserve NAIC revenue streams. Without software that protects the rights of the 
document when emailed, printed, or saved to a personal PC, it is impossible for the NAIC to prevent 
customers from purchasing and downloading a copy of a document, then re-distributing it to others within 
the same company or outside the company. This funding request is targeted at enhancing online delivery 
to prevent distribution of NAIC products to non-paying customers. 

It is important to note that the Federal Government has recognized the importance of electronic property 
protection. The Digital Millennium Copyright Act of 1998 was passed to protect all copyrighted material 
in digital or electronic format. The downloading and trading of pirated, copyrighted material was 
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reviewed by the Supreme Court and banned yet the issue remains pivotal for companies providing 
electronic materials. This very issue was discussed in February 2005 at the Commissioners Conference 
and again in July 2005 during an Executive Committee Retreat. 

Due to customer demand and the desire to reduce expenses and distribution bottlenecks associated with 
supporting the hard-copy publication environment, the NAIC would like to move forward in selling 
digital (PDF) versions of the most popular paper publications.  To protect copyrighted materials and 
subsequently the revenue stream, the need exists to limit exposure to copyright infringements through the 
use of software that can be applied to electronic publications that will prevent customers from saving the 
documents onto their personal PCs, emailing to others, manipulating the information, and otherwise re-
distributing the documents illegally. This software is known as Digital Rights Management (DRM) 
software, and through its use allows customers to “temporarily” decrypt NAIC proprietary intellectual 
rights and if necessary, can revoke or suspend rights or even permanently remove this capability.  

Currently, the production of a publication requires an NAIC committee to author, review, and approve the 
final copy. Following that, there is a production process that involves replication of the product either 
within the NAIC or using an outside vendor. Oftentimes, there are delays in approvals and the production 
process is backlogged. This results in delays in making publications available to customers. With the 
incorporation of digital rights technology, the NAIC can eliminate the production process for those 
customers that want or need the publication as soon as possible. In addition, providing protection of 
intellectual property in a way not currently possible. In 2005, the Accounting Practices and Procedures 
Manual encountered approval delays and then production delays. Due to this situation, a decision was 
made to provide a copy of the new publication in PDF format on CD-Rom to customers that had renewed 
their subscription to the product. While this provided more immediate access to the material, thus 
ensuring a higher level of customer satisfaction, it ultimately resulted in a loss of revenue; it was 
discovered that customers that had previously purchased multiple hard copies from the NAIC suddenly 
cancelled several orders because they could share the PDF. This was an unintended consequence of trying 
to meet customer needs. If digital rights management had been available, this situation would not have 
resulted. 
 
The proposal for digital rights implementation will initially be used in conjunction with current NAIC e-
commerce applications (i.e., XX and XX). While the NAIC currently has the ability to protect PDF files 
from being modified, there are still portability issues that lend themselves to a propensity for document 
sharing, which detracts from the ability of the NAIC to sell the appropriate copies of a given NAIC 
publication. 
 
Extensive research of various options available in the digital rights software industry was conducted. 
After outlining business needs, the NAIC issued a Request for Information (RFI) to vendors in the DRM 
industry. Four responses were received, which were analyzed carefully by production, marketing, and 
technical staff for reasonability and feasibility. Based on this research, the best value for the NAIC is to 
outsource the digital rights management control to a firm with proven experience in DRM and utilization 
of software that can meet NAIC digital rights needs.  
 
 Vendor services supported by the recommended proposal include:  
 
1. Real-time reporting and management of inventory 
2. Seamless integration with NAIC Web sites and other online portals for providing authorized users or 

commercial customers and others with immediate access to rights-protected digital materials 24x7  
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3. A Web page that can have the look and feel of an NAIC Web page so as to provide transparency to 
our customers 

4. Robust infrastructure to support high performing download fulfillment for all products with digital 
rights 

5. Expert support for managing the secure delivery of NAIC intellectual property 
6. The NAIC will determine the digital rights applicable for each type of document sold through the e-

commerce application and will work with the selected vendor to develop and implement policies and 
procedures to manage the NAIC’s DRM inventory  

7. NAIC personnel will maintain the policies through the vendor’s systems as well as adding additional 
documents to the inventory 

 
It is important to note that the NAIC would retain responsibility for providing the technical handshake 
between the customer and the outsourced application. This means that the NAIC’s existing e-commerce 
application will be modified to process orders using digitally protected products. 
 
II.  Benefits of Project/Initiative: 

• Protection of NAIC intellectual property 
• Data encryption providing a high level of data security 
• Preservation of NAIC revenue streams that support NAIC member initiatives 
• More accurate product delivery 
• Faster product delivery 
• Reduced production, printing, and shipping costs 
• Payment for products when product is ordered 
• Reduced receivables 
• Improved monitoring of product usage, including auditing and flagging of mishandled documents 
• Continued protection of NAIC property (document content) after leaving NAIC control 

  
A significant cost avoidance benefit would be derived by the exposure of more NAIC publications in 
electronic format. For every publication that is downloaded electronically NAIC would save on average 
$2.81 in UPS freight costs and $3.06 in printing expense (internal and external).  This would result in a 
total projected savings of $108,875 over 30 months, assuming customers will leverage this functionality 
at the rates of 5% in 2007, 10% in 2008, and 20% in 2009.  
 
III.  Stakeholders: 
The primary stakeholders related to this request are the NAIC membership and external customers, 
beneficiaries of the online access to relevant publications. The NAIC membership has an additional 
benefit in that protected revenue is used to fund mission critical projects. 
 
IV.  Business and Operational Impact: 
This project would be managed by existing Insurance Products & Services Division staff.  There would 
also be some impact to Information Systems Division staff, primarily to include the assistance of an 
Application Architect, a Database Administrator, and Quality Assurance staff as changes are made to the 
NAIC e-commerce application. Coordination between the teams involved, as well availability of these 
resources, will be critical to the success of the project. 

V.  Financial Impact: 
The 2007 projected expenses total $65,440.  No capital expenditures are anticipated.  (See Attachment 1)  
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A combination of price modifications for hard-copy publications, cost savings on printing and shipping, 
and a subscription charge for the online products could be implemented to cover the cost of this proposed 
project.  Specifics changes include:  
 

• Increase the cost of the top selling hard-copy products to existing customers by 5% thereby 
covering the software and implementation cost. 

• Offer discounted pricing for online products to encourage online sales. 
• Charge a subscriber fee of $5 to cover the cost of establishing and maintaining a customer for the 

e-commerce system. This small fee would cover the cost of the ongoing maintenance fee required 
to maintain the DRM licenses. The subscriber fee would allow each customer to purchase as 
many publications as he or she wants at the discounted pricing option. This fee will ultimately be 
less than the shipping costs normally charged when purchasing the hard copy publication. 

• Cost savings of $108,875 in shipping and printing over 30 months.   
 
VI.  Alternatives or Partnerships: 
Although outsourcing the digital right management provided the best value for the NAIC, other solutions 
were considered. The primary alternative approaches to outsourcing the protection of our publications 
using digital rights is to purchase and maintain digital rights software licenses and apply the digital rights 
using NAIC e-commerce applications. 

The purchase of the licenses and the necessary hardware, software, and consulting made this alternative 
less attractive from a financial standpoint. Server and User Licenses start at $414,000, with training and 
consulting being an additional $135,000, for a total of $549,000. In order to fund the purchase of the 
licenses, hardware, software, and consulting, the NAIC would need to double the percentage increase in 
the price of products over that planned with the outsourced solution.  

However the alternative solution does offer certain benefits worth consideration. One such benefit would 
be the ability to offer customers other document formats besides PDF files. Although most of the NAIC 
publications are in PDF, there are a select number that utilize an alternate platform, such as FOLIO. The 
FOLIO products are offered on CD-Rom and provide customers with enhanced search capabilities not 
available in PDF. Utilizing a more robust DRM software license would allow the delivery of these 
products on-line. 

Another benefit would be the ability for the NAIC to have greater control over the contingency planning 
and risk management of the application, with all hardware, software, and support being located at the 
NAIC. 
 
The license of DRM software would allow the NAIC to move beyond the application of digital rights to 
publications to provide benefits to NAIC members that do not necessarily produce revenue. The 
following represent several of these added benefits that are not available with the outsourced solution. 
 

• Collaboration within Working Groups – this option would enable NAIC working group members 
to collaborate on sensitive, confidential documents prior to exposure. Digital rights could be 
applied to these, granting certain members privileges to review and print without modifying while 
others would have the ability to update and approve. These modifications to the documents would 
be tracked with the members’ name and the date and time of the update. The documents can also 
be protected to prevent distribution outside of the group.     
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• Publication of Working Group documents – should the working groups want to provide these 
documents to the public, digital rights could be applied to protect the content but enable the 
public to view and print. 

• Retention of Corporate Records – the NAIC would be able to use the flexible security features 
within the DRM software for document retention purposes, thereby maintaining a single 
production file that could also be used for printing, e-commerce applications, and the corporate 
electronic record of that publication. (the NAIC corporate asset).   

• Privacy Protection – the NAIC would be able to secure sensitive files or folders such as employee 
salaries and social security information to select individuals and can change access to the 
documents instantly upon termination or transfer of employees. Any unauthorized (unsuccessful) 
attempt by other parties to access this sensitive data would be logged in the audit file for 
corporate review and action.  

VII.  Risk Management: 
Overall, there are several risks to approving this project that need to be considered, including: 
 

• Restrictions on delivery and use of security may deter some existing users of PDF documents that 
do not have this level of restriction.  

• Customers may not have an interest in electronic PDF format.  
• Resources needed at the NAIC to ensure the success of the implementation, such as Database 

Administrators and Application Architect may not be available or availability may be limited. 
 
The risks of not approving this request will limit the ability, of the NAIC, to meet customerrequests for 
faster delivery while at the same time reducing production costs.  
 
g:\acct\data\2007 budget\fiscal impact statements\fiscal 12 ipsd digital rights mgmt.doc 
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BUSINESS AND FISCAL IMPACT STATEMENT 

 

Current Date: June 16, 2006  

Name of Project/Initiative: System for Electronic Rate & Form Filing (SERFF) v5 
Redesign Phase II  
 

Business Sponsor 
Commissioner Walter Bell, NAIC President-Elect 
Chair Speed to Market (EX) Task Force 
 

Technology Sponsor 
Commissioner Roger Sevigny, NAIC Secretary-Treasurer 
SERFF Board of Directors 
 

Staff Support  
Julie Fritz, Director Insurance Products & Services Division
(816) 783-8709, jfritz@naic.org 

Requested Project Start Date January 1, 2007                  

Anticipated Completion Date June 1, 2007 

New Project or Existing Project Existing 
 

I.  Executive Summary: 
This request is to provide continued support of initiatives adopted by the NAIC membership via the 
Speed to Market (EX) Task Force and the SERFF Board of Directors, in order to further streamline 
the state insurance regulatory rate and form filing process.  

 
In 2006 the NAIC members approved Phase I of a redesign of the SERFF system. This initial phase 
of the project is scheduled for release in October 2006.  

 
Funding for the SERFF Redesign Phase II would augment SERFF staff and allow for both the 
development and implementation of SERFF Phase II functionality and to support SERFF’s 
continued exponential filing volume growth.  Phase II SERFF system functionality contemplates 
implementing: 

• Expanded State Reviewer Tools 
• Expanded Reporting for both state and industry 
• Expanded Messages/Reminders for both state and industry 
• Expanded Filing Validation 

 
SERFF Full Time Employees (FTE’s): 

 1 – Sr. Software Engineer II 
 1 – Sales Account Executive 
 1 – Customer Support Analyst II 

 
This request assumes the Product Steering Committee will continue to detail those major areas of 
enhancement focus as defined in the original SERFF Redesign Business and Fiscal Impact 
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Statement (BFIS) approved in March 2005 and further refined as the development of Phase I has 
progressed. Phase II functionality can be delivered by June 1, 2007.  The FTE request for the Sr. 
Software Engineer II reflects the need to expand existing programming staff, to build and support 
the significantly more complex application that has been designed by the users. The Sales Account 
Executive and Customer Support Analyst positions are specifically targeted at the need to support 
an expanded user and product base. 

  
II.  Benefits of Project/Initiative to NAIC Members: 

Tangible Benefits 

Improved Performance. The SERFF end user for both the state and industry analysts will 
experience productivity gains. These gains will come as a direct result of enhancements to the user 
interface to make filing submission and the review process faster, easier and more accurate, 
resulting in the replacement of low value staff activities with high value work. 

While it is difficult to accurately gauge the savings from business process improvements in the rate 
and form filing area, there will be time savings related to the expanded reviewer tools and 
additional filing validation objectives of Phase II. 

Expanded Functionality. The move to Oracle (Phase I) will make the rate and form data easier to 
manipulate for the purposes of NAIC reporting such as the Operational Efficiencies (EX) Working 
Group’s  Rate and Form Metrics. The report functionality will be expanded in Phase II to include 
more canned reports and expanded ad hoc reporting.  

Speed to Market/Interstate Compact. The redesigned SERFF system is designed to effectively 
support Speed to Market activity, such as Operational Efficiencies (uniform transmittals, uniform 
product coding, metrics, etc.) and the Interstate Compact. Phase II reporting enhancements and state 
reviewer tools will assist compact reviewers and the Compact Commission in efforts toward a 
successful launch of the Interstate Compact. (It is important to note that through the Compact 
Commission additional functionality may be desired and that is not included in this funding request 
since those requirements are unknown at this time.) 

Improvement in Regulatory Processes. The main thrust of this funding request is the 
improvement of the regulatory processes for the rate and form filing area. Regulatory compliance 
will improve with additional validation in the system and Speed to Market objectives will be 
achieved more quickly and efficiently with the enhancements to filing review.  

Cost Savings. There will be cost savings from the structural changes, however, most of those will 
come over time. Initially, costs for infrastructure increased and will the expenses will remain high 
for three to five years due to the capitalizization of the consulting costs for the project. However, 
hardware and software maintenance costs have dropped in 2007 and will drop again in 2008 with 
the reduction in Intel servers to support as well as the removal of Louts Notes support from 
SERFF’s budget. It is anticipated that SERFF will continue to benefit from the economies of scale 
the standard NAIC infrastructure can offer in terms of purchases of disk space, Oracle licenses and 
upgrades, and hardware costs.  

Elimination of Systems with Duplicate Functionality. While SERFF may never become the only 
system used for electronic rate and form filings by all states, there is strong evidence that many of 
the states could move away from their legacy systems, thus eliminating the need to support 
duplicate IT applications to satisfy the business need. Phase II enhancements to reporting will bring 
many states a step closer to using only SERFF for rate and form filings. 

If the need for duplicate IT applications is eliminated for some states, then the errors that can occur 
when moving data between the two applications should also decrease. This will certainly be the 
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case for those state systems that rely on manual entry from SERFF to a state legacy system or vice 
versa. 

Intangible Benefits  

Support of Standard NAIC Technical Architecture. The SERFF team has already benefited 
from the adherence to NAIC standards for technology. There is more support for the developers 
from an architectural and infrastructure perspective and the SERFF resources have increased their 
skill in Oracle and Java tremendously. This increase in the breadth of knowledge among team 
members will benefit the NAIC as these skills will now be more in line with other projects at the 
NAIC.   

Once SERFF has been migrated to the new system, it will be easier and faster to adopt newly 
approved NAIC technology choices. It will also make technology decisions easier for NAIC 
Architects because a major NAIC system, SERFF, will no longer be outside the norm. 

Cost Avoidance Benefits  

The cost avoidance involved in this project is stated in terms of consulting versus. full time 
employees. This request suggests using consultants for the shorter term, development that has a 
clear end date. The additional NAIC staff requested are for the development and implementation of 
Phase II and also the long-term support of this product as the additional functionality brings new 
customers to SERFF. Trying to complete development, support the released application, and handle 
marketing tasks with consulting would cost $497,403 in 2007, with capital purchases (consulting 
services) of $320,075. In 2008 and 2009, there would be no capital purchases and the expenses 
would be $538,440. Total expenses over three years would be $1,574,283. 

Using the combination of consulting services and FTE’s proposed in this fiscal, 2007 expenses are 
$235,419, with capital purchases (consulting services) of $320,075. In 2008 and 2009 there would 
be no capital purchases and the expenses would be $303,742 in 2008 and $309,730 in 2009. Total 
expenses over three years--$848,891, a cost avoidance of approximately $725,000. 

 
III.  Stakeholders: 
State SERFF Users. As they rely on SERFF more and more, they will require enhancements to the 
systems. States want an easy to use system that is accessible to all of the companies filing within 
their state, and need ample assistance in implementing NAIC initiatives. 

Industry SERFF Users. Industry users want a system they can effectively use to submit rate and 
form filings to all states, with efficiencies maximized by having all states accepting all lines and 
filing types in SERFF and the use of the Product Coding Matrix. This means making sure the states 
find value in SERFF and are committed to using it. Existing SERFF users have a vested interest in 
the continued success of SERFF. Some companies have invested large sums of money modifying 
backend processes in order to enable SERFF success. In addition, these insurers enjoy significant 
cost savings by using SERFF. 

Industry New/Prospective SERFF Licensees. New users are sensitive to the comments of state 
and other industry users regarding SERFF. A strategic goal for the SERFF staff has been to shorten 
the gap between the time a company signs a license and when they begin sending SERFF filings. 
The addition of a no-host option makes the decision to use SERFF easier for small to medium sized 
companies. Completing features that will enhance SERFF’s ease of use is also critical to getting 
customers in production faster and increasing satisfaction of existing customers. 

SERFF Board of Directors, Speed to Market Task Force, Operational Efficiencies Working Group, 
and NAIC Members. These groups are heavily invested in the idea of SERFF, as its success is 
crucial to the NAIC’s Speed to Market goals. SERFF is fully capable of handling Interstate 
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Compact requirements as they exist today, but will need to grow quickly to meet changing needs as 
the initiative expands. These groups are concerned with making sure SERFF adapts to meet the 
needs of a changing regulatory market. 

NAIC Staff. NAIC staff is currently working to meet the demands of the SERFF Redesign Phase I, 
the State API, SPI, and a surging number of new customers. At the same time, the team is learning 
a new technology. Soon the staff will have to turn their attention to Phase II. The redesign and 
migration project has been very challenging to the team as they try to transition the application at 
the same time they are transitioning their own skill. From a support perspective, Phase I’s release in 
October 2006 will substantially increase the volume of SERFF Help Desk calls as NAIC Staff 
assume responsibility for all industry requests for IDs/passwords and other setup instead of 
supporting only states in these activities as has been done in the past. 

SERFF Vendors-Training Providers and Remote Hosting Providers. These vendors benefit 
from improvements to the system in terms of revenue and customer satisfaction. An application that 
is stable and effective promotes customer acceptance and makes the hosting provider’s job easier. 
The remote hosting providers have an opportunity to increase the services offered to their 
customers.  Phase II will not require platform changes for the hosting providers. 

SERFF Third Party Filing System Vendors. These industry SPI users are impacted by SERFF 
enhancements that require them to retool their integrating applications. Vendors want to provide all 
of SERFF’s functionality to their users. Timing SERFF enhancements to allow vendors the 
opportunity to code their applications to meet new features is critical to the success of the vendor 
products and, ultimately, to the revenue that SERFF can receive from leveraging this distribution 
channel. 

 
IV.  Business and Operational Impact: 
Technical Support. The impact on the business operations of the NAIC will be significant in the 
technical area, both programming and database/network/systems support. Not only will staff have 
to support the existing system as well as regulatory and industry customers, but also there will be an 
entirely separate effort devoted to the development of Phase II. In order to address these needs, this 
request proposes using a combination of consulting and additional staffing. Consulting is being 
used for the shorter-term needs of developing and implementing Phase II, while existing staff and 
proposed staff will be focused on this project as well as the longer-term support and maintenance of 
SERFF. In approaching the project in this manner, stakeholders are assured of extending the 
existing SERFF knowledge base in the new project and ensuring a solid knowledge base for Phase 
II as it is developed, implemented and maintained over the longer term. Specifically, three 
headcount are being requested: 1) one Senior Software Engineer II, 2) one Customer Support 
Analyst II, and 3) one Sales Account Executive.  

To avoid relying on consulting leadership for the next several years, SERFF needs a Senior 
Software Engineer II who can provide the leadership and guidance to the collection of system and 
business knowledge already existing on the team. Currently all four of the full time developer 
employees are being mentored to varying degrees by the consultants hired to assist in the redesign 
of SERFF. However, aggressive project deadlines and a lack of high-end experience in the Java 
arena have combined to prevent the developers from getting as much mentoring as they need in 
order to be able to lead the project in terms of design and architecture. The addition of a Sr. 
Software Engineer II will allow the development team to move the project forward as Phase II is 
completed and further enhancements are considered. This additional resource will also ensure that 
the SERFF team has the depth and breadth it needs to respond to customer needs. 

It is anticipated that the release of SERFF v5 will bring new customers, in part, because of the 
change in architecture that will allow companies to use SERFF without the cost of a hosting 
provider. This change in architecture will also give the states further impetus to strongly encourage 
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the use of SERFF for filing submission. Several states have hesitated to push SERFF because of the 
hosting costs. With that barrier eliminated, they can now promote SERFF. Georgia has already 
mandated SERFF beginning in 2007; it is expected that other states will consider measures to 
encourage companies to use SERFF even if they do not resort to a mandate. 
 
A second source of increased support calls will also be caused by architecture changes. In the 
current version of SERFF, the SERFF Help Desk only creates IDs and sets up instances for the 
states. All industry setup is handled by the hosting providers. In SERFF v5, all ID requests are 
being funneled through the SERFF Help Desk.  This has the potential to more than triple the 
number of user IDs supported by the Customer Support Analysts. All questions related to setup, 
password resets and creation of new instances will be handled by the SERFF Help Desk in addition 
to the support calls the Help Desk already receives. Often the customer’s first impression of SERFF 
is derived from contact with a SERFF Customer Support Analyst. Keeping those initial experiences 
positive is very important to SERFF’s success. 

 
Marketing resources for SERFF have not expanded in the last few years to match the growth in the 
system. In fact, resources have been funneled away from marketing toward implementation and 
development in order to better serve the existing customers and to prepare for the development and 
implementation of Phase I of the SERFF redesign to be released in October of 2006. 
Communicating the changes in architecture and their benefit to the companies will be the main 
focus of marketing efforts for much of 2006 and 2007. Plans must be developed and implemented 
to reach the companies to explain the changes and encourage them to take a closer look at the new 
system. The increase in  filing volumes in 2006 is due, in part, to additional companies using the 
system. 

 
Beyond 2006, the architecture changes in Phase I will allow the states to encourage the use of 
SERFF. While state encouragement will go a long way to bringing more companies to SERFF, the 
states will require help organizing this effort. Many of these companies still have large 
misconceptions about SERFF, both in terms of its cost and its technical infrastructure requirements. 
Reaching this market is going to be key to SERFF v5’s success. But it will not be an easy market to 
reach. These smaller companies do not generally attend trade organization meetings and 
conferences, so the usual marketing tactics will not be effective. Additionally, there is only one 
Sales Account Executive position on the SERFF team at this time. A second resource will allow the 
team to continue its efforts in the large-company market and also pursue the small to medium-
company market that is now more viable for SERFF because of the removal of the cost barrier.  

 
Aside from the architectural changes that will sharply increase the support requests for SERFF, 
there is the general increase in filing volumes caused by more companies, and more business units 
within those companies, starting to submit filings via SERFF. This increase in volume causes 
pressure in all areas—development, implementation and support. The work done to assist states in 
opening up all lines and all filing types as well as implementing the Product Coding Matrix has 
increased the filing volumes considerably. 2006 filing revenue could easily climb $400,000 over the 
budgeted revenue of $1.4 million. Conservative estimates for 2007 anticipate growth $600,000-
$750,000 over 2006 budgeted revenue. This increase in filing volume also increases support 
requests and the need for timely, accurate response to these calls is great.  
 
V.  Financial Impact: 
The 2007 projected expenses are $235,419, with capital expenditures projected as $320,075.   
(See Attachment 1)  
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VI.  Alternatives or Partnerships: 
Do Nothing. This is the short term least cost solution, as it requires no additional resources or 
expenditures. However, given that the system is not complete, in terms of the functionality 
promised to the customers and members, and that additional customers are expected, this solution 
cannot support Speed to Market objectives over the longer term as it is currently designed. This 
solution would not allow Phase II to be delivered by June 1, 2007 and would not allow for adequate 
support and maintenance of the system or adequate support of new and proposed customers.  

Staffing. The alternative to hiring full time employees would be to outsource the development, 
marketing and customer support tasks needed to handle the transition. However, given that the need 
for these skills and tasks will continue past the completion of this project, this proposal 
recommends the addition of resources, which will result in lower overall costs over the course of 
time. Additionally, the business knowledge required to adequately handle SERFF support and 
development issues is not easily gained. Much of the knowledge within the team is gained through 
cooperative efforts that are sometimes difficult, if not impossible, to gain with consulting resources. 
The goal is to use consulting resources mainly for the maintenance of existing applications and 
reserve NAIC resources for full immersion in the new application development. 

VII.  Risk Management: 

The biggest risk in not funding this project is a loss of return on the money and momentum already 
invested in Phase I of the SERFF Redesign. Without adequate staffing to support and maintain both 
the customers and the software, filing revenue may decline and customers and prospects could look 
for other electronic alternatives to SERFF.  

Risks to funding the project include not meeting the development deadline with budgeted resources 
because Phase II functionality requirements are not completely detailed at this time. Additionally, 
consulting fees are based on current contract rates and could change between the time of this 
writing and when the project is approved.   

g:\acct\data\2007 budget\fiscal impact statements\fiscal 13 serff phase ii.doc 
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Total Allocated (1) (3) Unallocated

2000 Ending Balance 35,508,522$       33,874,564$         1,633,958$         

2001 Revenues Over/(Under) Expenses (580,273)            

2001 Ending Balance 34,928,249$       32,876,165$         2,052,084$         

2002 Revenues Over/(Under) Expenses 4,968,652           
Minimum Pension Liability Adjustment (2) (2,909,696)         

2002 Ending Balance 36,987,205$       32,134,538$         4,852,667$         

2003 Revenues Over/(Under) Expenses 4,129,526           
Minimum Pension Liability Adjustment (2) 709,133              

2003 Ending Balance 41,825,865$       36,943,205$         4,882,660$         

2004 Revenues Over/(Under) Expenses 6,157,565           
Minimum Pension Liability Adjustment (2) 2,200,563           

2004 Ending Balance 50,183,993$       49,375,106$         808,887$            

2005 Revenues Over/(Under) Expenses 4,453,238$         
Minimum Pension Liability Adjustment (2) (283,714)            

2005 Ending Balance 54,353,517$       53,554,085$         799,432$            

2006 Projected Revenues Over/(Under) Expenses 1,142,787           

2006 Projected Ending Balance 55,496,304$       54,653,276$         843,028$            

2007 Proposed Revenues Over/(Under) Expenses 705,591
 
2007 Proposed Ending Balance 56,201,895$       55,358,867$         843,028$            

(1) Allocated - On September 16, 1997,  the Internal Administration (EX1) Subcommittee designated 50% of budgeted
operating expenses as Allocated Unrestricted Net Assets.

(2) On December 31, 2002, the NAIC recorded a minimum pension liability in compliance with Statement of Financial
Accounting Standards No. 87, Employers’ Accounting for Pensions. As a result of the poor performance of financial markets
since late 2000, and a recommendation from the NAIC’s actuary, the NAIC reduced its discount rate assumption fifty basis
points resulting in a significant increase in the future benefit obligation from December 31, 2001, to December 31, 2002. The
reporting of this increase as a separate component of unrestricted net assets is required under Generally Accepted Accounting
Principles (GAAP). The minimum pension liability improved at December 31, 2003, due to the improvement in investment
performance in 2003; however, this improvement was offset by an additional fifty basis point reduction in the plan’s discount
rate (to 6.25%). The pension liability reduced to $0 at December 31, 2004, as a result of improved investment performance
of the plan's asset portfolio.

(3) On March 8, 2003, the Internal Administration (EX1) Subcommittee designated 60% of General Fund operating expenses
as allocated unrestricted net assets. In September 2004, the Subcommittee discussed the need to further increase the net asset
reserve, as discussed in the Executive Summary of the 2006 budget proposal. Therefore, the 2004, 2005 and 2006 projected 
allocated unrestricted net assets are based upon all net asset balances in the General Fund, the NAIC Zones, SERFF, SBS, the 
Education Fund, FDR, the International Education Fund and the NAIC Headquarters at 2301 McGee. The unallocated net asset 
balance is comprised of the Regulatory Modernization and Initiatives Fund, representing the remaining 1.5% of total net assets.

Unrestricted Net Assets
2007 Consolidated Budget
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Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues 60,410,002$         56,932,923$            6.11% 3.42%
Total Expenses 58,368,592           54,932,187              6.26% 3.79%

Revenues Over (Under) Expenses 2,041,410$          2,000,736$             

6/30/06 Actual 12/31/06 Projected

Total Revenues 40,167,166$         58,414,669$            
Total Expenses 26,913,210           56,237,613              

Revenues Over (Under) Expenses 13,253,956$        2,177,056$             

2005 Actual 2005 Budget

Total Revenues 57,397,021$         56,570,005$            
Total Expenses 51,719,806           51,975,998              

Revenues Over (Under) Expenses 5,677,215$          4,594,007$             

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
GENERAL FUND

2007 BUDGET SUMMARY
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Exhibit R1-One

Percent $7,725 Minimum$7,725 Minimum$7,725 Minimum$7,725 Minimum
State Total Premiums To Total Assessment 2007/08 Amount 2006/07 Amount 2005/06 Amount 2004/05 Amount

Alabama 16,378,922,152$        1.20% 23,873$           23,873$           22,314$           21,819$            21,206$           
Alaska 2,764,625,465            0.20% 4,030               7,725              7,725              7,725               7,725               
Arizona 25,299,845,022          1.86% 36,876             36,876            46,769            43,328             42,060             
Arkansas 8,636,004,987            0.63% 12,587             12,587            12,277            12,002             11,755             
California 124,303,448,771        9.12% 181,176           181,176          180,804          177,879           170,009            
Colorado 25,362,077,498          1.86% 36,967             36,967            34,950            36,121             33,364             
Connecticut 32,007,612,942          2.35% 46,652             46,652            46,742            40,763             39,198             
Delaware 23,301,730,582          1.71% 33,964             33,964            30,943            22,099             19,262             
District of Columbia 7,385,430,603            0.54% 10,764             10,764            10,585            11,002             10,409             
Florida 92,663,972,394          6.80% 135,062           135,062          125,712          122,282           115,624            
Georgia 32,204,822,455          2.36% 46,940             46,940            45,796            44,209             41,902             
Hawaii 7,391,692,223            0.54% 10,774             10,774            10,202            9,601               8,126               
Idaho 5,303,872,860            0.39% 7,731               7,731              7,725              7,725               7,725               
Illinois 56,876,890,488          4.17% 82,900             82,900            78,466            80,109             80,571             
Indiana 24,179,698,185          1.77% 35,243             35,243            34,601            32,915             32,457             
Iowa 15,523,344,311          1.14% 22,626             22,626            20,551            20,434             19,042             
Kansas 13,615,808,879          1.00% 19,845             19,845            17,394            17,454             17,930             
Kentucky 14,779,652,058          1.08% 21,541             21,541            20,986            20,528             20,306             
Louisiana 17,757,602,468          1.30% 25,881             25,881            25,094            24,408             23,538             
Maine 5,308,754,456            0.39% 7,739               7,739              7,725              7,725               7,725               
Maryland 28,282,346,418          2.08% 41,222             41,222            38,896            37,598             35,865             
Massachusetts 40,241,087,808          2.95% 58,653             58,653            59,844            64,451             64,564             
Michigan 49,620,382,246          3.64% 72,323             72,323            70,547            68,708             68,484             
Minnesota 26,281,440,542          1.93% 38,306             38,306            37,280            35,629             34,801             
Mississippi 8,350,942,838            0.61% 12,172             12,172            11,797            11,594             11,305             
Missouri 25,309,044,730          1.86% 36,889             36,889            36,426            35,383             34,601             
Montana 3,257,710,375            0.24% 4,747               7,725              7,725              7,725               7,725               
Nebraska 8,679,559,862            0.64% 12,651             12,651            12,423            12,705             11,913             
Nevada 10,278,976,872          0.75% 14,983             14,983            13,694            12,630             12,442             
New Hampshire 6,240,046,490            0.46% 9,095               9,095              8,998              8,954               8,857               
New Jersey 54,926,898,518          4.03% 80,058             80,058            80,095            75,642             75,807             
New Mexico 6,905,419,305            0.51% 10,065             10,065            9,744              9,253               8,875               
New York 116,568,629,445        8.55% 169,904           169,904          171,872          166,811           158,706            
North Carolina 32,288,849,421          2.37% 47,061             47,061            44,588            43,585             44,931             
North Dakota 3,039,072,727            0.22% 4,429               7,725              7,725              7,725               7,725               
Ohio 47,362,354,755          3.48% 69,032             69,032            68,418            67,558             66,556             
Oklahoma 12,135,846,566          0.89% 17,688             17,688            17,239            16,781             15,544             
Oregon 16,486,240,428          1.21% 24,030             24,030            23,312            22,567             22,769             
Pennsylvania 71,292,425,084          5.23% 103,911           103,911          100,345          98,325             97,033             
Rhode Island 6,222,066,974            0.46% 9,069               9,069              9,160              8,644               8,487               
South Carolina 14,173,126,132          1.04% 20,657             20,657            19,990            18,839             18,685             
South Dakota 3,394,858,020            0.25% 4,948               7,725              7,725              7,725               7,725               
Tennessee 21,330,673,040          1.57% 31,089             31,089            30,343            28,954             26,785             
Texas 82,320,436,452          6.04% 119,984           119,984          116,169          116,444           119,268            
Utah 8,877,009,577            0.65% 12,939             12,939            12,019            11,771             11,545             
Vermont 2,686,534,099            0.20% 3,915               7,725              7,725              7,725               7,725               
Virginia 31,398,055,472          2.30% 45,764             45,764            43,621            41,122             39,200             
Washington 26,978,652,841          1.98% 39,323             39,323            37,472            36,642             37,016             
West Virginia 5,787,910,698            0.42% 8,436               8,436              8,501              7,830               7,787               
Wisconsin 26,267,234,722          1.93% 38,286             38,286            37,481            36,743             36,968             
Wyoming 1,864,018,561            0.14% 2,717               7,725              7,725              7,725               7,725               
American Samoa 3,529,570                   0.00% 6                      7,725              7,725              7,725               7,725               
Guam 279,148,702               0.02% 407                  7,725              7,725              7,725               7,725               
Nothern Mariana Islands 5,581,188,564            0.41% 8,134               8,134              7,725              7,725               
Puerto Rico 6,776,043,566            0.50% 9,876               9,876              9,135              8,499               8,630               
U.S. Virgin Islands 241,241,263               0.02% 352                  7,725              7,725              7,725               7,725               

Total State Assessments 1,362,774,811,482$   100.00% 1,986,292$      2,030,266$      1,986,295$      1,933,315$      1,879,158$       

Four months of the May 2006-April 2007 assessment 662,098$         
Eight months of the May 2007-April 2008 assessment 1,353,511        

Total calendar year 2007 assessment 2,015,609$      

                      NAIC STATE ASSESSMENTS
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Exhibit R2-One

NAIC Database Filing Fee Structure
As of January 1, 2007
For 2006 Data Year Filings filed in March 2007

2007 2006 Change in
Fee Structure Fee Structure Fee Schedule

Premium Base Levels:
0 to 100,000 247 247 -                               

100,001 to 1,000,000 484 484 -                               
1,000,001 to 2,500,000 722 722 -                               
2,500,001 to 7,500,000 1,444 1,444 -                               
7,500,001 to 25,000,000 2,403 2,403 -                               

25,000,001 to 100,000,000 3,600 3,600 -                               
100,000,001 to 200,000,000 5,035 5,035 -                               
200,000,001 to 300,000,000 6,289 6,289 -                               
300,000,001 to 400,000,000 7,723 7,723 -                               
400,000,001 to 500,000,000 9,167 9,167 -                               
500,000,001 to 600,000,000 11,039 11,039 -                               
600,000,001 to 700,000,000 12,958 12,958 -                               
700,000,001 to 800,000,000 14,877 14,877 -                               
800,000,001 to 900,000,000 17,271 17,271 -                               
900,000,001 to 1,000,000,000 19,674 19,674 -                               

1,000,000,001 to 1,100,000,000 22,068 22,068 -                               
1,100,000,001 to 1,200,000,000 24,472 24,472 -                               
1,200,000,001 to 1,300,000,000 26,866 26,866 -                               
1,300,000,001 to 1,400,000,000 29,269 29,269 -                               
1,400,000,001 to 1,500,000,000 31,663 31,663 -                               
1,500,000,001 to 1,600,000,000 34,067 34,067 -                               
1,600,000,001 to 1,700,000,000 36,461 36,461 -                               
1,700,000,001 to 1,800,000,000 39,339 39,339 -                               
1,800,000,001 to 1,900,000,000 42,218 42,218 -                               
1,900,000,001 to 2,000,000,000 45,096 45,096 -                               
2,000,000,001 to 2,100,000,000 47,975 47,975 -                               
2,100,000,001 to 2,200,000,000 50,853 50,853 -                               
2,200,000,001 to 2,300,000,000 53,732 53,732 -                               
2,300,000,001 to 2,400,000,000 56,610 56,610 -                               
2,400,000,001 to 2,500,000,000 59,489 59,489 -                               
2,500,000,001 to 2,600,000,000 62,367 62,367 -                               
2,600,000,001 to 2,700,000,000 65,246 65,246 -                               
2,700,000,001 to 2,800,000,000 69,428 67,145 2,283                       
2,800,000,001 to 2,900,000,000 69,428 67,145 2,283                       
2,900,000,001 to 3,000,000,000 69,428 67,145 2,283                       
3,000,000,001 to 3,100,000,000 69,428 67,145 2,283                       
3,100,000,001 to 3,200,000,000 69,428 67,145 2,283                       
3,200,000,001 or greater 69,428 67,145 2,283                       

Combined Filing Fee 685 685 -                               
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INVESTMENT POLICY STATEMENT 

PURPOSE 
 

The purpose of this Investment Policy Statement (“Statement”) is to establish a clear understanding between the 
National Association of Insurance Commissioners’ Long Term Funds (“Client”), Prairie Capital Management Inc. (“PCM”) 
and the investment or mutual fund managers hired by the Client (“Managers”) of the investment policies and objectives of 
the Client.  This Statement outlines an overall philosophy that is specific enough for PCM and the Managers to know what is 
expected, but sufficiently flexible to allow for changing economic conditions and securities markets.  This Statement 
provides realistic risk policies to guide toward long-term rate of return objectives, which will serve as standards for 
evaluating investment performance.  This Statement also establishes the investment restrictions with respect to the Long 
Term Funds to be placed upon PCM and the Managers and will outline procedures for policy and performance review. 

 
Investments will be made for the sole interest and exclusive purpose of providing returns, both capital appreciation 

and income, for the Client.  All investments will be made within the guidelines of quality, marketability and diversification. 

OBJECTIVES 
 

The objectives of the accounts should be pursued as long-term, designed to provide capital appreciation and income 
without exposure to undue risk, as defined herein.   
 

PCM’s primary objectives are to: 
 

1. Assist Client in implementing these policies so as to achieve the Client’s objectives. 
 

2. Notify the Client should circumstances occur in which PCM believes the policies need to be modified to 
achieve the objectives. 
 

3. Assist Client in implementing these policies with the goal that the portfolio meets or outperforms the target 
asset mix, which is defined below. 
 

4. Monitor the Managers hired by the Client and keep the Client advised with respect to the performance of such 
Managers and recommend substitute Managers if the need arises. 

 
Knowing that the Client understands fluctuating rates of return are characteristic of the securities markets, PCM’s 

objective for the Long Term Funds should be to first provide required income, and second to obtain long-term appreciation 
of the assets and consistency of the total portfolio returns relative to comparable indices.  The portfolio will be formulated to 
achieve the following goal over a three-year moving time period:  the investments of the Long Term Funds’ portfolio will 
meet or exceed the Consumer Price Index plus five percent. 

 
Understanding that a long-term positive correlation exists between performance volatility (risk) and expected 

returns in the securities markets, the Client has established the following short-term objectives: 
 
1. The portfolio should be invested in the chosen asset classes by the Managers in order to generate favorable 

returns given the level of risk employed by the Managers. 
 
2. Following the initial funding period for the selected Managers, the Client expects PCM to promptly consult 

with the Client if the asset allocation is not in compliance with the minimum or maximum restrictions set forth 
herein so as to prevent the returns of the total account from significantly underperforming the target asset 
allocation. 

 
3. The portfolio should be invested to minimize the probability of low negative total returns, defined as a one-year 

return worse than negative eight percent.   
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POLICIES AND RESTRICTIONS 
 
           The Client intends to use the investment policies and restrictions presented in this Statement as a framework to help 
achieve the investment objectives at a level of risk deemed acceptable.  These policies and restrictions are designed to 
minimize interfering with efforts to attain overall objectives and to minimize excluding any appropriate investment 
opportunities.  The policy allows PCM discretion within specified parameters in the asset allocation and diversification of the 
assets for the purposes of increasing investment returns and/or reducing risk exposure.  The Managers will not purchase 
assets other than those approved herein without the written consent of the Client.  It is important for the Managers hired to be 
sensitive to the objectives and goals of the Client.  

ASSET ALLOCATION 
 

 The Client expects the asset allocation policies to reflect, and be consistent with, the investment objectives and risk 
tolerances expressed throughout this Statement.  These policies, developed after examining the historical and possible future 
relationships of risk and return among asset classes, are designed to provide the highest probability of meeting or exceeding 
the return objectives at the lowest possible risk. 
 
 The target equity asset allocation set forth in the following chart was developed through consultation with the 
Client.  The following chart represents the asset allocation targets, with minimum and maximum allocations applicable to 
each asset class.  Also, the comparative indices with which the results of the portfolio and the various Managers will be 
compared are defined.  
 

Although dynamic capital markets may cause fluctuating risk/return opportunities over a market cycle, the 
comparative indices set forth in the following chart will be used to evaluate the asset allocation (as measured at market value) 
over a three-year moving time period.  

 
 

ASSET CLASS 
 

TARGET 
ALLOCATION 

 
MINIMUM 

ALLOCATION 

 
MAXIMUM 

ALLOCATION 

 
COMPARATIVE INDEX 

U.S. EQUITIES 36.00% 30.00% 55.00%  
Large Cap Growth 8.67% 6.00% 15.00% Russell 1000 Growth 

Large Cap Value 9.00% 6.00% 15.00% Russell 1000 Value 
Small/Mid Cap 9.33% 4.00% 15.00% Russell 2500 

Small Cap Value 9.00% 4.00% 15.00% Russell 2000 Value 
     
FOREIGN EQUITIES 4.00% 0.00% 8.00% MSCI EAFE 
     
INCOME 60.00% 45.00% 70.00%  

Total Bond 20.00% 10.00% 30.00% Lehman Brothers Intermediate 
Government/Credit 

Intermediate Fixed Income 
Securities 

40.00% 30.00% 50.00% Lehman Brothers Intermediate 
Government/Credit 

GENERAL ASSET ALLOCATION RESTRICTIONS 
 

1. The investment returns of the asset allocation will be measured against those of both a target portfolio 
consisting of 8.67% large cap growth equities, 9.00% large cap value equities, 9.33% small/mid cap equities, 
9.00% small cap value equities, 4.00% international equities, and 60.00% domestic fixed income securities, and 
an actual weighted portfolio index blend.  Equity and income market performance will be compared to the 
returns of the indices specified above.  Other more appropriate indices may be used at the discretion of PCM.  

 
2. U.S. Publicly traded equities (including all convertible securities) will be represented in the portfolio up to 

55.00% with a minimum requirement of 30.00%. 
 
3. Foreign equities will not exceed 8.00% of the account’s market value, with no minimum requirement. 
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4. Income securities will not exceed 70.00% of the account’s market value with a minimum requirement of 
45.00%.  The principal subcomponent of income securities, U.S. publicly traded domestic fixed income 
securities, will not exceed 70% of the account’s market value, with a minimum requirement of 35.00%. 

 
5. Financial Sector allocation may be based on an individual manager’s discretionary allocation to sector, rather 

than pursuant to the stated target allocation. 
 

6. The Client foresees the possibility of using mutual funds and understands that it would not have any control 
over the management of such funds with regard to guidelines and restrictions, and would be subject to the 
investment provisions set forth in the mutual fund prospectus. 

 
 Because securities market conditions can vary greatly throughout a market cycle, it is expected that PCM shall from 
time to time recommend that the Client change the asset mix within the above ranges or make asset allocations outside the 
limits prescribed above, for the purpose of increasing investment returns and/or reducing risk.  However, the written consent 
of the Client is required to change the asset mix through reallocation beyond the minimum and maximum parameters set 
forth herein. 

U.S. PUBLICLY TRADED EQUITIES 
 
 In keeping with the general investment philosophy, the Client expects PCM to monitor the U.S. equity Managers to 
see that they maintain the publicly traded equity portfolio at a risk level similar to that of the benchmark equity indices as a 
whole, with the objective of meeting or exceeding its results as represented by the relevant equity indices over a three-year 
moving time period.  Equity holdings in individually managed accounts may be selected from the New York, American and 
Regional Stock Exchanges, or the NASDAQ markets.  U.S. equity Managers are generally prohibited from investing in 
private placements, letter stock, and options; or from engaging in short sales, margin transactions or other specialized 
investment activities unless the Client agrees in writing under the terms of the Equity Managers’ investment management 
agreements.  In addition, Managers are prohibited from investing in derivatives.   
 
 Within the above guidelines, the Client gives the Managers full responsibility for security selection and 
diversification.  However, Managers should carefully review any position exceeding a 10% commitment of the account’s 
market value for an individual security and the lesser of a 50% commitment or three times the normal sector weighting for a 
particular economic sector.  Such limits should not be exceeded on an ongoing basis, but may, from time to time be exceeded 
on a short-term basis.  Managers also will have full discretion over turnover and allocation of equity holdings among selected 
securities and industry groups, within the limits described above. 
 
 While it is understood that Managers will deviate from the representative indices, the Client wishes to limit the 
extent of potential underperformance.  Because of the inherent difficulty in defining specific restrictions, which would cover 
all possibilities, the Client instructs Managers to invest the equity component of the account to attempt to prevent the returns 
for that component from underperforming the relevant equity indices by more than 15% in any three consecutive quarters. 
 
 All equity securities and cash held in individually managed equity accounts will be custodied at First Clearing, LLC 
(“FCC”), a fully disclosed clearing broker-dealer for Prairie Brokerage Services/George K. Baum & Company (“PBS”), and 
a wholly owned subsidiary of Wachovia Corporation.  Alternatively, the Client may custody securities at a bank or other 
financial institution, although the Client will bear the additional costs of any such arrangements.  All Managers of 
individually managed accounts will be instructed to trade equity securities, whenever possible, through FCC.  The parties 
realize that this may not be possible in certain circumstances, for example when FCC does not inventory an over the counter 
security.  Securities in the FCC accounts will be protected up to the full value of the account for RMA and BSA accounts 
($500,000 provided by SIPC, not in excess of $100,000 for claims relating to cash, and the remainder provided by a leading 
U.S. insurance carrier). 

FOREIGN EQUITIES 
 
 In keeping with the general investment philosophy, the Client expects PCM to monitor the foreign equity 
Managers/Mutual Funds to see that they maintain the equity portfolio at a risk level similar to that of the benchmark equity 
indices as a whole, with the objective of meeting or exceeding its results as represented by the relevant equity indices over a 
three-year moving time period.  Foreign equity Managers are generally prohibited from investing in private placements, letter 
stock, and options; or from engaging in short sales, margin transactions or other specialized investment activities unless the 
Client agrees in writing under the terms of the equity Managers’ or Mutual Fund investment management agreements.  In 
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addition, Managers are prohibited from investing in derivatives.  Notwithstanding the foregoing, Mutual Funds may buy or 
sell option contracts and may hedge currencies. 
 
 Within the above guidelines, the Client gives the Managers full responsibility for security selection and 
diversification.  However, Managers should carefully review any position exceeding a 10 % commitment of the account’s 
market value for an individual security.  Such limits should not be exceeded on an ongoing basis, but may, from time to time 
be exceeded on a short-term basis.  Managers/Mutual Funds also will have full discretion over turnover and allocation of 
equity holdings among selected securities and countries, within the limits described above. 
 
 While it is understood that Managers/Mutual Funds will deviate from the representative indices, the Client wishes to 
limit the extent of potential underperformance.  Because of the inherent difficulty in defining specific restrictions, which 
would cover all possibilities, the Client instructs Manager/Mutual Funds to invest the equity component of the account to 
attempt to prevent the returns for that component from underperforming the relevant equity indices by more than 15% in any 
three consecutive quarters.  

DOMESTIC FIXED INCOME 
 
 Investments in fixed income securities will be managed actively by the Managers to pursue opportunities presented 
by changes in interest rates, credit ratings and maturity premiums.  Managers may select from appropriately liquid, corporate 
debt securities, and obligations of the U.S. Government and its agencies, and securities convertible to equities.  Investments 
in foreign securities other than Canadian issues and Yankee Bonds are not permitted.  Investments in securities such as 
Eurobonds are not permitted.  Investments in municipal or other federal tax-exempt securities are prohibited.  The Client 
gives the Managers full responsibility for security selection and diversification.  Notwithstanding the foregoing, the Client 
desires to create a portfolio that is consistent with the duration of the Lehman Brothers Government/Corporate Intermediate 
Bond Index.  The Managers shall follow the following guidelines. 
 

1. The investment managers shall invest in fixed-income obligations with maturities or expected life from zero to 
20 years.  The portfolio duration shall be no longer than that of the Lehman Brothers Government/Corporate 
Intermediate Bond Index plus six months. 

 
2. Securities of a single issuer, the security for which is the same source (with the exception of the U.S. 

Government and its agencies) should not exceed 5% of the market value of the fixed income portfolio. 
 

3. Corporate debt issues that are not investment grade quality (that do not have a credit rating of at least BBB or 
Baa or better from Standard & Poor’s or Moody’s, respectively); corporate debt issues with a BBB or Baa 
credit rating from Standard & Poor’s or Moody’s, respectively, should not constitute more than 5% of a 
Manager’s portfolio.  In the event of a split between Standard & Poor’s and Moody’s, the higher shall be the 
qualified determinant. 

 
Managers are specifically prohibited from investing in private placements, from speculating in fixed income or 

interest rate futures, and interest rate options.  In addition, the Managers will not engage in investment transactions involving 
stock options, short sales, purchases on margin, letter stocks, private placement securities or commodities. 

 
While it is understood that the Managers will deviate from the representative indices, the Client wishes to limit the 

extent of potential underperformance.  Because of the inherent difficulty in defining specific restrictions, which would cover 
all possibilities, the Client instructs the Managers to invest the domestic fixed income component of the account so as to 
attempt to prevent the returns for that component from underperforming the relevant fixed income indices by more than 15% 
in any three consecutive quarters. 

 
 Within the above restrictions, the Managers have complete discretion over timing and selection of fixed income 
securities. 

CASH AND EQUIVALENTS 
 
 The Managers may invest in commercial paper, repurchase agreements, Treasury Bills, certificates of deposit, and 
money market funds to provide income, liquidity for expense payments, and preservation of the account’s principal value.  
Commercial paper assets must be rated A-1 or P-1 by Standard & Poor’s or Moody’s, respectively.  The Managers may not 
purchase short-term financial instruments considered to contain speculative characteristics (uncertainty of principal and/or 
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interest).  Uninvested cash reserves should be kept to minimum levels.  Within the limitations mentioned above, the 
Managers have complete discretion to allocate and select short-term cash and equivalent securities. 

OTHER ASSETS 
 
 Managers will not purchase assets other than those mentioned above without the written consent of the Client.  
Investments not specifically addressed by this Statement are prohibited without the Client’s written consent. 

COMMUNICATIONS 
 
 PCM and the Managers shall provide the Client with a quarterly account review detailing investment performance, 
strategy, and account value, with the following provision to ensure that the management of the financial sector of the 
portfolio is performed with limited knowledge of Client.  The only Client members or employees authorized to receive 
investment reports, purchase or sale confirmations, or brokerage statements shall be Ron Goodwin.  No information 
regarding individual holdings in the financial sector shall be communicated to any member of Client’s Audit Committee, any 
member of Client or any employee of Client, other than Ron Goodwin.  Sale and purchase strategies with respect to the 
financial sector shall not be discussed with or otherwise communicated to any employee or member of Client. 
 
Investment reports provided to Client personnel other than Ron Goodwin, and to the Client Audit Committee and Client 
members shall not include information regarding any of the individual holdings in the financial sector.  
 
The above restrictions shall only be waived or modified in writing by Client’s Chief Financial Officer, who is currently 
Brady Kelley.  Also, the Client will receive information about changes in investment philosophy, management, ownership, 
and key personnel of the Managers in a timely fashion.  
 
 Meetings will be held quarterly or as requested by the Client to discuss: 
 

1. Managers’ investment performance and risk levels in light of the stated policies and objectives, in keeping with 
the above referenced provision, to ensure that the management of the financial sector of the portfolio is 
performed with limited knowledge of Client. 

2. Proposed amendments to the policies and objectives presented in this Statement. 
 
 The Client or PCM may call more frequent meetings if significant concerns arise about the performance, strategy, 
personnel and organizational structure of the Managers. 
 
 

MANAGER ALLOCATION  
 

 The following chart sets forth the allocation to the selected Managers in all equity and income asset classes. Note 
that specific descriptions of the styles of U.S. equity managers are provided herein.  Managers may be changed from time to 
time without any amendment of this document, with notice to and agreement of the Client. 
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ASSET CLASS TARGET 

ALLOCATION 
MANAGER COMPARATIVE INDEX 

U.S. EQUITIES    
Large Cap Growth 8.67% Mitchell Capital Management Russell 1000 Growth 

Large Cap Value 9.00% Eagle Capital Management Russell 1000 Value 
Small/Mid Cap 9.33% Private Capital Management Russell 2500 

Small Cap Value 9.00% Cardinal Capital Management Russell 2000 Value 
    
FOREIGN EQUITIES 4.00% Tweedy Browne Global 

Value Fund 
MSCI EAFE 

    
INCOME    

Total Bond 20.00% PIMCO Total Return Fund Lehman Brothers Intermediate 
Government/Credit 

Intermediate Fixed Income 
Securities 

40.00% Mitchell Capital Management Lehman Brothers Intermediate 
Government/Credit 

 
Past performance is no guarantee of future results 
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Education Program Attendance Levels And Tuition Exhibit R7-One

Attendance Tuition Attendance Tuition Vendors Fees
Commissioners Forum 20 1,100$ 
Insurance Department Staff Education 29 545$    
Financial Examiners 40 545$    
Commissioners Symposium 15 395$    60 695$   
Legal CLE Workshops 47 295$    58 595$   
Regulation For Solvency 25 545$    1 745$   
HMO Annual Statement 5 445$    33 745$   
P&C Annual Statement 5 495$    35 795$   
Advanced Fraud 35 345$    17 645$   
Onsite Programs 100 180$    120 450$   
Market Conduct Examiners Handbook 17 445$    27 745$   
Statutory Accounting Principles 10 295$    52 595$   
IMR/AVR Online 5 295$    16 595$   
Online Investment Schedules 12 295$    65 595$   
Online Introduction To Financial Regulation 30 595$    
Online ISQ Training 11 495$    
Online Schedule P 5 395$    10 695$   
Online Core Legal Issues 30 295$    
Online Reinsurance 30 295$    12 595$   
Online Health Annual Statement Preparation 22 795$   
Regional Market Conduct Training  25 745$    
Online Financial Regulation & Staff Education 15 595$    
Online Market Analysis Techniques 40 495$    
Regulation Of Insurance Products 23 495$    
NAIC Insurance Regulator Designation 30 200$    
Financial Summit 100 300$    85 600$   1 2,500$   
SAP Webinars 126 80$      154 200$   
Basic Insurance Self Study 5 95$      35 395$   
How to Analyze Insurer Portfolios 18 395$    2 595$   
How to File Securities with the SVO Online 30 595$   
Consumer Assistance Training Online 24 295$    
Model Laws Webinar 40 80$      
Bundles of Learning 40 125$    
Producer Licensing Online Training 30 295$    
Health Insurance Rate Filing Reviews 25 395$    
Management and Leadership Effectiveness 25 495$    
Regulatory Overview of a Principles-Based Valuation System 40 395$    40 695$   
What's Going on with Health Insurance? 30 395$    60 695$   
NAIC/NASSA Joint Conference 20 250$    40 350$   

5 525$   
15 325$    95 425$   1 1,695$   

 

Regulator Industry Exhibit Space

E-Regulation Conference
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     2007 CAPITAL EXPENDITURES Exhibit E12-One

FURNITURE AND EQUIPMENT

DESCRIPTION QUANTITY PRICE TOTAL DIVISION DEPARTMENT

LCD Projector 2 7,000$     14,000$      Operations Office Services
Spiral Binding Machine 1 20,650     20,650       Operations Office Services
Paper Folding Machine 1 4,700       4,700         Operations Office Services
Teleconference Units 1 16,506     16,506       Operations Office Services

   TOTAL FURNITURE AND EQUIPMENT 55,856$      

COMPUTER HARDWARE

DESCRIPTION QUANTITY PRICE TOTAL DIVISION DEPARTMENT

OP Scan IV Scanner 1 5,160$     5,160$        Operations Education and Training
64 Bit DL Servers for Exchange 1 36,000     36,000       Information Systems Technical Services
Remediation Server 1 4,800       4,800         Information Systems Technical Services
Biscom Fax Server Upgrade 1 28,744     28,744       Information Systems Technical Services
PeopleSoft Budget Server and Swing Box 1 4,800       4,800         Information Systems Technical Services
Cisco MDS Card 1 34,650     34,650       Information Systems Technical Services
Co-Location Array 1 180,874    180,874     Information Systems Technical Services
Co-Location Cisco 9216 1 56,138     56,138       Information Systems Technical Services
RP4440 Servers 2 71,613     143,226     Information Systems Technical Services
DASD Growth 1 86,241     86,241       Information Systems Technical Services
Desktop PC's 99 1,025       101,475     Information Systems Technical Services
Laptop PC's 9 2,161       19,450       Information Systems Technical Services
EMC Replacement/Upgrade 1 170,000    170,000     Information Systems Technical Services
HP DL Proliant Upgrade 13 4,800       62,400       Information Systems Technical Services
HP LTO3 Drives 1 15,600     15,600       Information Systems Technical Services
HP MFP Color Printer 1 5,500       5,500         Information Systems Technical Services
HP MFP Printer 1 3,800       3,800         Information Systems Technical Services
HP Network Printers 1 8,700       8,700         Information Systems Technical Services
MoveIt DMZ Cluster (DL Server) 1 4,800       4,800         Information Systems Technical Services
NIPR DASD Growth 1 115,760    115,760     Information Systems Technical Services
PeopleSoft Application and Database Upgrade 1 116,000    116,000     Information Systems Technical Services
PeopleSoft Co-Location Servers 2 27,075     54,150       Information Systems Technical Services
Redundant VMS Server 1 5,600       5,600         Information Systems Technical Services
Unity Server Upgrade 1 8,120       8,120         Information Systems Technical Services
Web/iApp Servers 2 25,535     51,070       Information Systems Technical Services
Websense Remote Filtering Server 1 4,800       4,800         Information Systems Technical Services
Voice Over IP Hardware (Fiscal 6) 1 37,242     37,242       Information Systems Technical Services
RX2620 Server (Fiscal 9) 1 20,383     20,383       Information Systems Technical Services
RX2620 Server (Fiscal 10) 1 18,520     18,520       Information Systems Technical Services
Storage Area Network (Fiscal 10) 1 35,500     35,500       Information Systems Technical Services
IronMail Secure (Fiscal 10) 1 21,246     21,246       Information Systems Technical Services

   TOTAL COMPUTER HARDWARE 1,460,749$ 

COMPUTER SOFTWARE

DESCRIPTION QUANTITY PRICE TOTAL DIVISION DEPARTMENT

Co-Location Array 1 88,700$    88,700$      Information Systems Technical Services
RP4440 Servers 2 7,135       14,270       Information Systems Technical Services
DASD Growth 1 47,763     47,763       Information Systems Technical Services
EMC Replacement/Upgrade 1 30,000     30,000       Information Systems Technical Services
GoExchange 1 5,995       5,995         Information Systems Technical Services
MoveIt DMZ Cluster (DL Server) 1 13,750     13,750       Information Systems Technical Services
NIPR DASD Growth 1 64,112     64,112       Information Systems Technical Services
PeopleSoft Servers 1 64,924     64,924       Information Systems Technical Services
PeopleSoft Co-Location Servers 2 9,230       18,460       Information Systems Technical Services
PeopleSoft HA Clustering 1 63,556     63,556       Information Systems Technical Services
Universal Coder License 1 21,000     21,000       Information Systems Technical Services
User Productivity Kit-Developer 1 4,000       4,000         Information Systems Technical Services
User Productivity Kit-Expense Module 1 15,000     15,000       Information Systems Technical Services
Web and iAPP Servers 2 14,177     28,354       Information Systems Technical Services
Web Services Testing Module 1 41,250     41,250       Information Systems Technical Services
Voice Over IP Software (Fiscal 6) 1 70,875     70,875       Information Systems Technical Services
Heat Software License (Fiscal 8) 1 1,788       1,788         Information Systems Data Services
RX2620 Server (Fiscal 9) 1 10,581     10,581       Information Systems Technical Services
Oracle License (Fiscal 9) 1 33,000     33,000       Information Systems Technical Services
RX2620 Server (Fiscal 10) 1 8,200       8,200         Information Systems Technical Services
Storage Area Network (Fiscal 10) 1 23,500     23,500       Information Systems Technical Services
Oracle Enterprise License (Fiscal 10) 1 52,000     52,000       Information Systems Technical Services
Veritas Software (Fiscal 10) 1 4,709       4,709         Information Systems Technical Services

   TOTAL COMPUTER SOFTWARE 725,787$    

  GRAND TOTAL 2,242,392$ 
    

G:Data/2007 Budget/NAIC/ Exhibit E12-One
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2007 Proposed Capital Expenditures 
 

 
 
Maintaining the technical infrastructure falls into four primary categories (cost or labor saving, 
technology trend, useful life, and high availability or disaster recovery).  A technology trend is not as 
obvious as the other three areas.  A technology trend is a project that would increase the usability of 
NAIC data to business partners (e.g., separation of business rules from code) or that addresses a current 
issue (e.g., security).  Frequently the definition of whether an asset has reached its useful life or needs to 
be replaced due to cost or labor savings is subjective.  In many cases a useful life decision results in a 
cost savings in the technology arena. 
 
Cost/Labor Saving  
 
• HP MFP Color Printer ($5,500)/HP MFP Black and White Printer ($3,800) – A project was 

undertaken in 2006 to upgrade certain copiers with an MFP device.  This line represents an 
upgrade of the SVO copiers. 

 
• GoExchange ($5,995) – This software automates the defragmentation of the Exchange databases 

saving technician time and eliminating after hours work.  The defragmentation of the Exchange 
databases improves performance and decreases the size of the mailbox stores. 

 
• User Productivity Kit - Developer ($4,000) – The User Productivity Kit (UPK) will allow for 

the creation of critical documentation and training materials customized to the NAIC.  The UPK 
training component provides instructor led training materials and web-based training.  The User 
Productivity Kit provides:  

• Business process documentation that will save time on implementations or upgrades 
• User acceptance test scripts to help test PeopleSoft enterprise applications prior to go-live 
• Tools to rapidly build and tailor documentation, instructor-led training materials and 

web-based training materials to fit the organization 
• Live-application help with transactional and procedural information to maximize user 

efficiency. 
 

• User Productivity Kit – Expense Module ($15,000) – Base user information developed by 
Peoplesoft on the expense module.  From this foundation the developer’s User Productivity Kit 
will allow the NAIC to customize the material to the organization. 

 
• Web Services Testing Module ($41,250) - The ISQA team will be charged with testing of Web 

Services as the organization moves to this type of application development. Mercury offers a 
module for testing of Web Services with virtual users. This product would enhance ability to do 
load testing of Web Service applications by performing the following functions: 

• Mimic a true production test by testing the Sun web services in a test where parameters 
are placed in a spreadsheet and emulate multiple users hitting the web service with 
different parameters for the different client requests 

• The capability to submit a request to a web service, receive the response, and save some 
data elements from that response for the next request to the Web Service 

• The ability to write the reports created by the web service out to a location where the 
business representative is able to verify the data returned in the reports. 
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High Availability or Disaster Recovery 
 
• Peoplesoft Budget Server and Swing Box ($4,800) – This line item represents the cost of a new 

HP DL360 server that will be used by the Peoplesoft team as a test/swing box for future 
upgrades.  This strategy was used in the 8.8 SP1 upgrade with an obsolete server.  However, 
benchmarking the upgrade was impossible due to slow performance.  It will also be used for hot 
backup if one of the Peoplesoft schedulers goes down. 

 
• Cisco MDS 14+2 Card ($34,650) – Currently the NAIC extends the SAN fabric between the 

primary Data Center and co-location with an FCIP link.  The conversion from fiber channel (FC) 
to FCIP and back to fiber channel is achieved with CNT edge devices.  These devices are a 
separate chassis outside the existing SAN switches and were part of the original deployment of 
co-location in 2003.  The Cisco MDS 14+2 card would replace the CNT edge device and is a 
modular line card that can be inserted directly into the core MDS switches.  This allows for 
greater flexibility for extending multiple SANs to the co-location facility and the modular design 
allows for technology upgrades such as 4Gbs fabrics and higher port density cards.  CNT does 
not have their own hardware support (i.e. subcontract with IBM) and since the NAIC only has  
two CNT devices internal expertise is limited.  Cisco did not have an equivalent device in 2003. 

 
• Co-Lo Array ($180,874) – The original deployment of co-location utilized an XP-128 storage 

array to allow for the replication of production Oracle environments.  That XP-128 has reached 
its maximum capacity and cannot be expanded to support the additional growth of the production 
Oracle environments in 2007.  To address this need the XP-128 that is currently in production at 
the primary Data Center will be re-located to co-location to provide additional storage.  This line 
item covers the cost of the additional storage needed on the XP-12000 in the primary Data 
Center to allow the XP-128 to be re-located to co-location.  The second XP-128 being relocated 
to co-location is fully populated, which is estimated to accommodate growth for the next three 
years.  

 
• Cisco 9216i ($56,138) - In 2005 the NAIC purchased two Cisco MDS switches to displace the 

seven Brocade switches required to support the SAN fabric in the primary Data Center.  Two of 
the displaced Brocade switches were moved to the NAIC’s co-location facility to expand the 
SAN requirements at the disaster recovery site.  The Brocade switches are a fixed configuration 
and currently not covered under a maintenance contract.  The Cisco 9216i is a 3-slot modular 
MDS switch (i.e. smaller version of the primary Data Center).  Deploying this switch would 
provide a supported solution at co-location that has the same management interface and 
configuration as the devices at the primary Data Center.  The 9216i also ships with an FCIP 
license and network interfaces allowing it to displace the current CNT device at co-location.  The 
modular design allows for technology upgrades such as 4Gbs fabrics and higher port density 
cards. 

 
• HP LTO3 drives ($15,600) – These tape drives are the latest technology.  LTO3 drives hold 

twice as much data as an LTO2 drive (400GB vs. 200GB).  In addition, the LTO3 transfer rate is 
faster than LTO2 drives as is data access time and rewind speed.   Part of the original co-location 
plan called for copying all daily backups to the off-site tape library.  Currently this cannot be 
accomplished because the LTO2 library at co-location cannot support the volume of data.  This 
upgrade will allow the NAIC to realize this goal and ultimately reduce or maintain the off-site 
warehouse costs.  In addition, tape copies will be taken off-site 12 hours sooner.  The displaced 
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LTO2 drives will be added to the headquarters Veritas library thereby speeding up nightly and 
weekly backups. 

 
• MOVEit DMZ Cluster (DL Server) ($4,800) – In 2006 the NAIC moved away from FTP for 

transferring files to and from its network.  In place of FTP the NAIC deployed MOVEit DMZ, 
which provides encryption for the authentication, data transfer and for files at rest on the server.  
The original deployment was a single server, which exposes NAIC to a minimum of eight hours 
downtime due to a simple hardware failure or considerably longer if the server would have to be 
recovered from a backup and rebuilt.  This line item provides a second server to support the 
MOVEit DMZ application in a highly available configuration.   

 
• PeopleSoft Servers for ($54,150) – Production PeopleSoft data is already replicated to co-

location for disaster recovery purposes.  However, no hardware has been allocated to run the 
PeopleSoft environments. Since the PeopleSoft servers will be upgraded to Itanium based servers 
there are no older generation boxes that can be allocated for this function (i.e. code 
incompatibilities between PARISC and Itanium). To deploy Itanium servers at co-location new 
servers must be purchased. This request would buy two Itanium servers to support the financial, 
budgeting, and expense reporting modules for PeopleSoft at co-location.  If these servers are not 
purchased, in the event of a disaster, PeopleSoft would be unavailable for several weeks while 
servers are purchased, configured and installed at co-location. 

 
• Redundant VMS Server ($5,600) – This cost represents the amount needed to purchase a 

second HP DL360 that will act as a redundant VMS server.   This device is used to manage the 
CSA clients installed on NAIC computers, which communicate with the policy and remediation 
servers used for Network Admission Control.  In the event of a hardware failure on the primary 
VMS server, the backup server will still be available for CSA client management.  This server 
will be deployed at co-location to also provide high avaliability. 

 
• Web & iApp Servers (Front End Code Staging Environment) ($51,070) - There are currently 

two production web servers and two production iApp servers supporting the NAIC’s front end 
applications.  Using server load balancing devices these servers are blocked one at a time to 
allow the promotion of code from a QA environment to the production environment during 
business hours.  This has been a working practice for five years.  Over time the increased number 
of applications as well as an increase in use of these applications has created higher volumes of 
traffic to these servers.  Due to an expanding application base, code pushes have become more 
frequent to fully support all areas.  During a code push a single production server receives all 
web-based traffic and is a single point of failure until the code push is completed and both 
servers are made available to external users.  This line item is for the purchase of two additional 
servers (one web and one iApp) to ensure there are always at least two servers available for 
accessing NAIC front-end applications and web services.  This would also alleviate any 
performance issues that may result from having a single server for all NAIC front-end 
applications.  Finally, this would also prevent complex code role-backs when a code push breaks 
another production application and needs to be rolled-back to the previous version.   
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• Array ($88,700) – To achieve adequate storage capacity at co-location the XP-128 from the 

headquarters Data Center moves to co-location.  Therefore, additional software must be 
purchased to support the space that will be added to the remaining XP-12000.  Specifically 
additional tier based licenses for Secure LUN Manager, Business Copy (BC), and Continuous 
Access (CA).  This line will buy a one-terabyte license for both BC and CA and a nine-terabyte 
license for use with Secure LUN Manager. 

 
• MOVEit DMZ Cluster ($13,750) – Currently the MOVEit DMZ server is a single point of 

failure requiring manual restores in the event of a hardware failure.  This software will provide a 
highly available clustered solution for MOVEit DMZ allowing for a complete server failure 
without compromising the accessibility of files critical to the functions of the NAIC (e.g., FTP). 

 
• PeopleSoft Servers ($18,460) – This software will support the co-location database and 

application servers for PeopleSoft.  It includes the necessary license for four CPUs of HP’s 
enterprise operating system which provides software based mirroring of the boot partition as well 
as tools for in-depth analysis of server resources.  Since the existing servers are over five years 
old they are not an option for co-location backup. 

 
• PeopleSoft HA Clustering ($63,556) – The technology refresh of the PeopleSoft servers in the 

2007 budget makes it possible to cluster the servers for high availability.  Currently the 
production application and database servers are a single point of failure.  A hardware failure 
would mean at least eight hours of downtime or longer if software had to be re-loaded or a failed 
part had to be flown into Kansas City.  This software would provide a highly available cluster for 
the PeopleSoft servers allowing them to survive a complete server failure without losing data or 
productivity. 

 
• Universal Coder License ($21,000) – Universal coder is already in place and running 

successfully for NAIC applications that need to verify mailing address information.  To-date 
utilization of Universal Coder has been in small batches staying within the one million query 
limit.  As more applications begin using this system it is important to make it both highly 
available and load balanced to ensure it can handle the additional load and survive a single server 
failure.  This line item will purchase an additional license for the Universal Coder product 
allowing the NAIC to deploy it on existing hardware that is already designed for load balancing 
and fail over. 

 
• Web & iApp Servers ($28,354) – This software will support the staging web and iApp servers 

for production front-end code.  It includes the necessary license for six CPUs of HP’s enterprise 
operating system which provides software based mirroring of the boot partition as well as tools 
for in-depth analysis of server resources. 
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Technology Trend 
 
• 802.1x Remediation Server ($4,800) – This line item represents the cost of a new HP DL360 

server that will be used for Network Admission Control.  If a computer or laptop is plugged into 
the NAIC network that does not meet the required specifications, it will be moved into an 
isolated VLAN that contains the remediation server.  Its primary responsibility is to apply any 
updates and/or patches to get the computer or laptop within specification.  Once this has been 
completed and verified, the device will then be allowed to access NAIC resources.  Remediation 
is only done with devices that have a CSA client installed on them.  If the device does not have a 
CSA client installed, it will remain in the isolated VLAN indefinitely. 

 
• Websense Remote Filtering Server ($4,800) – This is the cost for a new HP DL360 server that 

will be used for remote URL filtering.  This will allow loaner pool laptops to be subjected to the 
same URL filtering policy as internal NAIC staff.  In the past, there was no way to control 
Internet access for loaner laptop users because they connected to the Internet from an 
unprotected ISP that didn’t do URL filtering. 

 
Business and Fiscal Impact Statements 
 
• Upgrade NAIC Telecommunications – Voice Over IP ($109,142) – Fiscal Impact 6     

provides information on the purchase of hardware and software to upgrade the NAIC’s existing 
telecom system.   The manufacturer of the Avaya G3si PBX telephone system and Avaya 
Definity Audix voicemail system has announced end of sale for these systems effective 
December 15, 2005 and support termination effective December 15, 2008.  NAIC has an existing 
maintenance agreement and maintenance coverage on the PBX and voicemail system that 
expires June 2007.  Phase I of this project is scheduled for completion in 2006.  The original 
Phase I proposal, approved for 2006, called for an Avaya upgrade to convert the existing voice 
mail (Audix) to Unified Messaging.  However, a more cost-effective solution, Voice Over IP, 
was chosen. This request is for Phase II of the project which includes upgrading the NAIC’s 
Washington, DC and New York offices, as well as in-house conference calling. 

 
• National Portal Framework ($63,964) – Fiscal Impact 9 continues the national portal project 

into Phase III, which will ensure the portal meets NAIC standards for production availability and 
backup.  Phase I of this project, a search engine targeted to insurance regulation, was delivered in 
March 2005.  Phase II, a working prototype, will be delivered at the NAIC 2006 Winter National 
Meeting.  Phase III provides for collaborating with the Consumer Protections (EX) Working 
Group and the NAIC Consumer Liaison Committee to provide relevant consumer insurance data 
to the portal. 

 
• NAIC Association Records Management Initiative ($163,675) – Fiscal Impact 10 details the 

modernization initiatives that will both strengthen and expand the NAIC’s current records 
management program.  This proposal will implement a pilot study of the Enterprise Content 
Management (ECM) software, as it relates to the NAIC policies and procedures, to be used as a 
foundation for further proposals to continue with a full implementation. 
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Useful Life 
 
• 64 bit DL Servers for Exchange ($36,000) – The existing Exchange server hardware will be 

over four years old and disk activity is peaked out due to large mailbox sizes.  More memory and 
faster processors will help with this issue.  The next release of Exchange requires 64 bit servers 
utilizing new 64 bit processors and larger memory modules.  This upgrade will improve current 
performance and position the NAIC to upgrade to Exchange 2007 server. 

 
• Biscom Fax Server Upgrade ($28,744) – This hardware device has not been upgraded since 

1999.  It cannot run the current Microsoft platform (Windows 2003 Server) and is therefore 
susceptible to hacker attacks.  Upgrading to new hardware will ensure the NAIC’s current on 
operating system patches and avoid the problems of end of life support for the hardware and 
operating system. 

 
• DVLP/QA Application and Database Servers (rp4440’s) ($143,226) - Currently the NAIC’s 

develop and QA databases and backend application server reside on a leased HP rp7410.  The 
lease on this equipment will be up for renewal in November of 2006.  The leased equipment is a 
partitioned sever fully populated with four CPUs for the application server and four CPUs for the 
database server.  As part of the SERFF Business and Fiscal Impact Statement, approved in 2005, 
the database environment will require additional CPUs to meet the demands of the redesigned 
SERFF application.  In order to utilize the additional CPUs new hardware needs to be purchased.  
This budget item is for the purchase of two rp4440s.  The rp4440s will scale to eight CPUs each 
ensuring available growth over the 36-month lifetime of these servers.  There is a maintenance 
savings with the new servers estimated at a cost $12,798 annually versus the leased server 
costing $14,328 annually.  The develop/QA servers backup the production servers in a highly 
available cluster.  Without this upgrade the NAIC will experience degraded production 
performance in the event of a failover 

 
• DASD Growth (596GB) ($86,241) – This provides for the annual growth of NAIC databases, 

applications, messaging, and file sharing, which is all hosted on a Hewlett Packard array.  Listed 
below are the breakouts for this growth for both production and non-production environments. 

   
• Desktop PC’s for staff ($89,175) - Beginning in 2002, the NAIC’s PC obsolesce plan was 

revised to be a four versus a three year life cycle.  The proposed 99 desktop units and nine 
laptops are consistent with the revised plan.  Additional desktops and laptops, based upon a four-
year life cycle, are contained in the NIPR and SERFF budgets.  The annual new machine rollout 
is performed over two months because of manpower constraints and storage space.  The amount 
per PC is slightly more this year due to the purchase of LCD monitors with the units. 

 
• Desktop PC’s upgrades for consultant and intern PC’s ($12,300) – The NAIC’s PC obsolesce 

plan does not include secondary machines (i.e. machines for interns or consultants). This causes 
interns and consultants to use machines that are more than four years old, which impacts their 
productivity.  Adding these upgrades as a regular line item will allow Tech Services to upgrade 
the intern/consultant pool of PC’s on a four-year rotation so that productivity of these resources 
can increase. 

 
• EMC Replacement or Upgrade ($170,000) – This provides for an upgrade to the existing 

CX400 arrays that support Intel based servers and the enterprise NAS solution at both the 
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primary Data Center and the co-location facility.  The existing arrays have been discontinued by 
EMC and will no longer be eligible for support beyond 2008.  By upgrading this array to a 
CX700 the NAIC can take advantage of additional paths into the arrays to better spread I/O 
across more fiber channel interfaces.  There is the added benefit of software licensing no longer 
being tier based and instead being based on the full capacity of the array.  This cost includes 
additional storage to support 2007 needs, which is the reason for proposing the upgrade next year 
versus delaying until 2008 and end-of-support. 

 
• HP Proliant Upgrades ($62,400) – Similar to the PC rollout and printer obsolesce policies, 

Hewlett Packard Proliant servers require an upgrade schedule to stay current with technology 
and keep maintenance costs down.  Tech Services currently follows a four-year upgrade plan for 
production-based servers.  This purchase of 13 new DL360 servers will lower the hardware 
maintenance line item (Compaq Server & Rack for SSO, DC, and NY).  Other added benefits of 
upgrading technology (e.g. faster processor, faster RAM, bigger hard drivers, etc) reduce 
support/troubleshooting issues and increases productivity of the applications. 

 
• HP Network Printer ($8,700) – This is the three-year printer obsolesce plan, which calls for the 

upgrade of all remaining Hewlett Packard 8150 series printers.  Laser printers experience shorter 
mean time between failures because of their high volume usage.  New printers come with a one-
year warranty.  With the addition of MFP devices to the enterprise, the total number of network 
printers has decreased. 

 
• Laptops Loaner ($10,250) - See “Desktop PC’s for staff above. 

 
• Laptops Staff ($9,200) - See “Desktop PC’s for staff above. 

 
• NIPR DASD Growth (800GB) ($115,760) – This provides for the annual growth of NIPR 

database and application environments that are shared with the NAIC.   
 
• PeopleSoft Application and Database upgrade (rx2620X4) ($116,000) – The hardware 

currently deployed for the PeopleSoft database and applications servers is from the original 
installation in 2001.  The existing hardware can no longer support the processing requirements of 
the PeopleSoft application.  To keep a functional environment older generation servers that had 
been rolled off other initiatives had to be added to the PeopleSoft environment to spread the 
processing load and keep the environments available.  This line will replace the existing 
hardware and get back to a four server configuration to support the PeopleSoft application and 
database environments.  The plan is to deploy two rx2620’s with four CPUs as application 
servers and one two-way and one four-way rx2620s database servers.   These servers will have 
more memory and 1.6 GHz Itanium processors versus the 500 MHz PARISC processors in the 
current servers.  The Itanium processors are Hewlett Packard’s future direction and no new 
PARISC chips are being manufactured. 

 
• DVLP/QA Application and Database Server (rp4440) ($14,270) - This software is required 

for the new NAIC develop and QA database and application servers.  The cost is to license two 
CPUs of HP’s enterprise operating system, which provides software based mirroring of the boot 
partition as well as tools for in-depth analysis of server resources.  The other six licenses 
required to legally license this eight-way server will be transferred from the leased server that is 
being displaced. 
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• DASD Growth (596GB) ($47,763) – Storage on the XP-12000 requires tier-based licensing for 
Secure LUN Manager.  This software allows the storage to be managed via the arrays web 
interface and also allows for access lists at the array level masking what LUNs can be seen by 
what hosts.  This additional storage does not require any additional Business Copy (BC) or 
Continuous Access (CA) as these are also tier based licenses and the added storage will not 
extend us beyond our current license. 

 
• EMC Replacement or Upgrade ($30,000) – The upgrade of the CX400 to a CX700 requires a 

migration of the software licenses from tier based to array based.  This is a one-time cost to fully 
license the array for MirrorView and SnapView.  MirrorView is used for full replication of 
production LUNS to co-location while SnapView is used for change only copies for point in time 
snap shots.  Snap technology is used to generating test copies that will be changed and restored 
multiple times. 

 
• NIPR DASD Growth (30%) ($64,112) – This software will add additional Business Copy (BC) 

and Continuous Access (CA) one-terabyte licenses to the XP-12000 for the creation of DSS 
databases locally and the replication of production LUNs to co-location.  This software will also 
purchase the required Secure LUN Manager licenses needed to manage this additional storage.   

 
• PeopleSoft Servers (qty 4 3x4 1x2) ($64,924) - This software will support the new develop, 

QA, and production database and application servers for PeopleSoft.  It includes the necessary 
license for 14 CPUs of HP’s enterprise operating system which provides software based 
mirroring of the boot partition as well as tools for in-depth analysis of server resources.  The 
existing servers are over five years old and no longer capable of supporting our workload. 

 
• Unity Server Upgrade ($8,120) – This server will displace the current Unified messaging server 

(Unity).  The Unity server works with Exchange and stores all voice messages in the Exchange 
message store.  This allows all voice messages to be included in normal e-mail backups and 
follow the same record retention policy.  Unity voice messages are stored as a .wav file and can 
be listened to over any type of phone or listened to like any other .wav file on your PC – even 
connected through Citrix.   The new server supports RAID and provides a level of redundancy 
that the NAIC currently does not have.  The NAIC currently has eighteen users of Unity Unified 
messaging.  Those users are predominantly telecommuters.  The new server platform is capable 
of providing Unified Messaging to the entire Kansas City office.  The current Unity server will 
reach end of support in April 2008.      
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Total Allocated (1) (7) Unallocated

2000 Ending Balance 25,492,380$            23,858,422$           1,633,958$              

2001 Revenues Over/(Under) Expenses 2,491,885
Allocation for SERFF (2) (1,029,085)

2001 Ending Balance 26,955,180$            24,903,096$           2,052,084$              

2002 Revenues Over/(Under) Expenses 7,757,801
Allocation for SERFF (3) (285,723)
Allocation for Amounts Due from SERFF (4) (1,477,774)
Minimum Pension Liability Adjustment (5) (2,909,696)
FDR, 2301 McGee and JIR Fund Balances Closed (6) (242,332)

2002 Ending Balance 29,797,456$            24,944,789$           4,852,667$              

2003 Revenues Over/(Under) Expenses 6,899,528
Minimum Pension Liability Adjustment (5) 709,133
Allocation for 2301 McGee (674,051)
Allocation for Amounts Due from SERFF (4) (528,341)

2003 Ending Balance 36,203,725$            29,120,502$           7,083,223$              

2004 Revenues Over/Under Expenses 8,060,452
Allocation for International Education Fund (100,000)
Allocation for 2301 McGee (15,899)
Minimum Pension Liability Adjustment (5) 2,200,563

2004 Ending Balance 46,348,841$            45,539,954$           808,887$                 

2005 Revenues Over/Under Expenses 5,677,215                
Allocation for 2301 McGee (26,563)                   

2005 Ending Balance 51,999,493$            51,200,061$           799,432$                 

2006 Projected Revenues Over/Under Expenses 2,177,056                
Allocation for International Education Fund (100,000)                 

2006 Projected Ending Balance 54,076,550$            53,233,522$           843,028$                 

2007 Proposed Revenues Over/Under Expenses 2,041,410                
Allocation for International Education Fund (33,000)                   
Allocation for 2301 McGee (820,425)                 

2007 Proposed Ending Balance 55,264,535$            54,421,507$           843,028$                 

(1) On September 16, 1997, the Internal Administration (EX1) Subcommittee designated 50% of budgeted operating expenses as allocated unrestricted net assets.

(2) The 2001 allocation for SERFF was approved by the Internal Administration (EX1) Subcommittee in February 2001 for the nationwide implementation of
SERFF in the states, the Coordinated Advertising Rate and Form Review Authority (CARFRA) pilot, and increased resources for enhancements as defined by the
Speed to Market initiative. 

(3) The 2002 allocation for the SERFF was approved by the Internal Administration (EX1) Subcommittee in March 2002 to further the Speed to Market
initiatives.

(4) The 2002 and 2003 allocations to SERFF were approved by the Internal Administration (EX1) Subcommittee on September 10, 2002. The proposal called for
the allocation of NAIC General Fund net assets, equal to NAIC amounts due from SERFF at June 30, 2002, and prospectively on a monthly basis. The
projections are based on estimates of amounts to be paid on SERFF’s behalf for the last half of 2003. The allocation estimated herein may differ from actual
experience in 2003 and is included for informational purposes only.

(5) On December 31, 2002, the NAIC recorded a minimum pension liability in compliance with Statement of Financial Accounting Standards No. 87, Employers’
Accounting for Pensions. As a result of the poor performance of financial markets since late 2000, and a recommendation from the NAIC’s actuary, the NAIC
reduced its discount rate assumption fifty basis points resulting in a significant increase in the future benefit obligation from December 31, 2001, to December 31,
2002. The reporting of this increase as a separate component of unrestricted net assets is required under Generally Accepted Accounting Principles (GAAP). The
minimum pension liability improved at December 31, 2003, due to the improvement in investment performance in 2003; however, this improvement was offset 
by an additional fifty basis point reduction in the plan’s discount rate (to 6.25%).  The pension liability reduced to $0 at December 31, 2004, as a result of improved
investment performance of the plan's asset portfolio.

(6) This adjustment to net assets resulted from the closing of the cash accounts for completed projects, FDR and 2301 McGee and the consolidation of the Journal
of Insurance Regulation (JIR) into the NAIC General Fund.

(7) On March 8, 2003, the Internal Administration (EX1) Subcommittee designated 60% of General Fund operating expenses as allocated unrestricted net assets.
In September 2004, the Subcommittee discussed the need to further increase the net asset reserve, as discussed in the Executive Summary of the 2006 budget proposal.
Therefore, the 2004, 2005, and 2006 projected allocated unrestricted net assets are based upon net asset balances in the General Fund. The unallocated net asset balance
is comprised of the Regulatory Modernization and Initiatives Fund, representing the remaining 1.5% of consolidated net assets.

2007 General Fund Budget
Unrestricted Net Assets 
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Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues 225,480$           241,961$       (6.81%) 2.65%
Total Expenses 235,000 235,001 (0.00%) (5.16%)

Revenues Over (Under) Expenses (9,520)$              6,960$           

6/30/06 Actual 12/31/06 Projected

Total Revenues 114,398$           219,658$       
Total Expenses 111,564 247,773

Revenues Over (Under) Expenses 2,834$               (28,115)$        

2005 Actual 2005 Budget

Total Revenues 133,375$           194,509$       
Total Expenses 150,316 233,857

Revenues Over (Under) Expenses (16,941)$            (39,348)$        

2007 BUDGET SUMMARY
NAIC ZONES
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Total Allocated

1998 Ending Balance 816,481$             816,481$             

1999 Revenues Over/(Under) Expenses 8,114

1999 Ending Balance 824,595$             824,595$             

2000 Revenues Over/(Under) Expenses 6,723

2000 Ending Balance 831,318$             831,318$             

2001 Revenues Over/(Under) Expenses (41,588)

2001 Ending Balance 789,730$             789,730$             

2002 Revenues Over/(Under) Expenses (4,743)

2002 Ending Balance 784,987$             784,987$             

2003 Revenues Over/(Under) Expenses (46,723)

2003 Ending Balance 738,264$             738,264$             

2004 Revenues Over/Under Expenses (88,971)

2004 Ending Balance 649,293$             649,293$             

2005 Revenues Over/Under Expenses (16,941)

2005 Ending Balance 632,352$             632,352$             

2006 Projected Revenues Over/Under Expenses (28,115)                

2006 Projected Ending Balance 604,237$             604,237$             

2007 Proposed Revenues Over/Under Expenses (9,520)

2007 Proposed Ending Balance 594,717$             594,717$             

2007 NAIC Zones Budget
Unrestricted Net Assets
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2007 SERFF BUDGET 
EXECUTIVE SUMMARY 

 
 
Introduction 

State insurance commissioners have long recognized the need to improve the timeliness and quality of the 
reviews given to insurer filings of insurance products and their corresponding advertising and rating systems. In 
March of 2000, insurance regulators embarked on an ambitious plan, referenced in the original Statement of 
Intent, generally referred to as the “Speed-to-Market Initiative.” This initiative has broadened over the last few 
years, most recently documented in A Reinforced Commitment: A Regulatory Modernization Action Plan, and 
now covers the following four main areas: (1) integration of multi-state regulatory procedures with individual 
state regulatory requirements; (2) encouraging states to adopt regulatory environments that place greater reliance 
on competition for commercial lines insurance products; (3) full implementation of the System for Electronic 
Rate and Form Filing (SERFF) and integration with operational efficiencies developed for the achievement of 
speed to market goals; and (4) development and implementation of an interstate compact to develop uniform 
national product standards and provide a central point of filing. Through the efforts of state insurance 
commissioners, and with the support of state legislatures, the goal is to provide an efficient and responsive 
regulatory environment for both insurers and insurance consumers. SERFF is the automation tool identified for 
use as the backbone of the regulatory or policy direction set in the rate and form filing arena. 

Membership support for the use of SERFF is largely the result of SERFF’s success showing that it has been and 
will continue to be a viable option for electronic submission of rate and form filings. In fact, at least one state, 
Georgia, will be requiring filings be submitted via SERFF as of January 1, 2007.  

Over the last several years, SERFF has experienced rapid growth in the number of companies licensed, the 
volume of filings being sent and the lines of business and variation of products being accepted via SERFF. But 
the growth has been even more significant during the last 18 months, during which time SERFF established a 
new annual filing record (183,336 filings in 2005) and has repeatedly established new monthly filing records in 
nearly every month of 2006, through May. May filing submissions alone exceeded 25,000. As a result, 2006 
filing projections are expected to exceed the budgeted amount by tens of thousands and surpass revenue 
projections by more than $400,000! 

Approval of 2006 Business and Fiscal Impact Statement 

During the 2006 budget process, the membership approved a request to move forward on the SERFF 
Redesign that began in April 2005. The 2006 budget request included allocating funds for Phase I of the 
SERFF Redesign Project, which was originally due to release in July 2006. Due to the overwhelming 
support of the Product Steering Committee and more detailed business requirements the release was 
moved to October 2006. This project delay was approved and will ensure that the initial rollout of the 
brand new system will be more transparent and allow adequate preparation time on the part of the NAIC 
staff, business partners, regulator users, and SERFF industry customers.  

The 2006 approved fiscal request, to be delivered in Phase I of the SERFF Redesign Project, covers the 
following efforts: 

 
Making the system more user-friendly was at the top of the list followed closely by more features for both 
state and industry users including: 

• Reviewer Checklist 
• Improved Workflow 
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• ‘Tickler’ feature to let analysts know that deadlines are approaching 
• More filing validation 
• Initiating integration of company licensing information from state systems 
• Incorporating the concept of creating non-bypassable filing requirements 

 
In addition, the redesigned SERFF system included moving away from the Lotus Notes platform 
to the NAIC standard, Oracle. It is believed that moving to this platform will not only enable 
SERFF to leverage NAIC resources (both human and technical) more effectively, but would 
result in a system that would perform more efficiently and effectively for the users. 

 

2007 Budget 

The 2007 proposed budget projects revenues and expenses resulting from Phase I of the SERFF 
Redesign Project. Phase II was originally contemplated, but given the extensive growth of SERFF 
during 2006 and the continued expansion of business requirements, Phase II was proposed separately, 
via a Business and Fiscal Impact Statement. 

Key changes from 2006 to 2007 include: 

• Usage Fees (Transaction Fees): These fees indicate a substantial increase compared to the 
2006 budget – approximately $600,000. However, this is only about $250,000 more than the 
2006 current projections based on filing experience year to date. 

• Staff Travel: Reflects historical experience and has been adjusted downward. 

• Depreciation: This line item will increase due to the impact of capitalizing the Redesign 
project. The total impact for Phase 1 is approximately $131,000. 

There are other minor changes as compared to the 2006 budget and these are reflective of SERFF needs 
and experience. 

 

G:data/2007 Budget/SERFF/Executive Summary EX1 8-2006.doc 
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Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues 2,171,957$    1,472,322$           47.52% 12.34%
Total Expenses 2,365,934 2,180,110 8.52% 31.77%

Revenues Over (Under) Expenses (193,977)$      (707,788)$             

6/30/06 Actual 12/31/06 Projected

Total Revenues 1,045,819$    1,933,404$           
Total Expenses 878,693 1,795,442

Revenues Over (Under) Expenses 167,126$       137,962$              

2005 Actual 2005 Budget

Total Revenues 1,423,336$    1,595,225$           
Total Expenses 1,439,767 1,930,946

Revenues Over (Under) Expenses (16,431)$        (335,721)$             

SYSTEM FOR ELECTRONIC RATE AND FORM FILINGS (SERFF)
2007 BUDGET SUMMARY
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     2007 CAPITAL EXPENDITURES

COMPUTER HARDWARE

DESCRIPTION QUANTITY PRICE TOTAL

Dual CPU Upgrade QA/DVLP Databases 1 13,327$   13,327$       
4GB Memory QA/DVLP 1 1,964       1,964           
Laptop-Marketing 1 2,395       2,395           
XP128 324GB for Co-Location 1 46,883     46,883         
Desktop PC's (Fiscal 12) 3 1,025       3,075           

   TOTAL COMPUTER HARDWARE 67,644$      

COMPUTER SOFTWARE
 

DESCRIPTION QUANTITY PRICE TOTAL

Dual CPU Upgrade QA/DVLP Databases 1 12,711     12,711$       
XP128 324GB for Co-Location 1 25,965     25,965         
PDF Search Utility 1 264,000 264,000     
Oracle Partition License 1 11,000   11,000       
Oracle Enterprise License 1 44,000   44,000       

   TOTAL COMPUTER HARDWARE 357,676$    

CONSULTING

DESCRIPTION QUANTITY PRICE TOTAL

Phase II SERFF Redesign Project (Fiscal 12) 1 317,000$ 317,000$    

   TOTAL COMPUTER SOFTWARE 317,000$    

  GRAND TOTAL 742,320$    
   

G:Data/2007 Budget/SERFF/ Exhibit E9-One  

                     Exhibit E9-One
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Exhibit E9-Two 

Capital Expenditures 
Computer Hardware and Software 

Unit Cost $25,000 or greater 
 
 

• Dual CPU Upgrades for QA/Dev Databases Hardware and Software ($26,038) 
• XP128-850 GB for all environments Hardware and Software ($72,848) 
 

The number of concurrent users on the system has doubled as NAIC implementation 
efforts continue and states open up more lines of business through SERFF.  In addition, 
the SERFF application is being moved from a Lotus Notes to Oracle platform, utilizing 
the standard 3-tier architecture.  This effort requires the purchase of an additional server 
and DASD to support the state databases and improve performance for all states, in 
addition to creating a failover environment to ensure maximum availability of the SERFF 
system to state regulatory users. 

 
• PDF Search Utility ($264,000) 
 

Currently, the SERFF application has a utility provided by Lotus Notes that allows for 
any PDF attachments in the database to be searched.  This is a feature that will be lost in 
the migration to an Oracle platform.  SERFF users, particularly those in the states, need 
the ability to search the PDF attachments submitted with the filings and this enhancement 
is needed by SERFF for use with the new application. 
 

• Oracle Partition/Enterprise License ($55,000)  
 

SERFF currently runs in the Lotus Notes/Domino environment.  As the system is 
migrated to Oracle, the Oracle licenses necessary to support the databases are a required 
purchase. 
 
Business and Fiscal Impact Statement 
 

• Phase II SERFF Redesign Project ($317,000) 
 

Fiscal Impact #12 relates to Phase II of the SERFF Redesign Project, which has become 
larger than initially scoped.  This is primarily due to changes in requirements by the 
SERFF Board of Directors, via the SERFF Product Steering Committee.  The need for an 
interim release between Phase I and Phase II of the redesign, to handle Interstate 
Compact needs, pushes the development of Phase II back into 2007.  This funding 
request will allow sufficient consulting resources to begin Phase II development in 
January 2007 with a move to production by early June 2007. 
 

 
g:\acct\data\2007 budget\serff\exhibit e9-two.doc 
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Total 

1996 Ending Balance 488,793$                         

1997 Revenues Over/(Under) Expenses (40,009)

1997 Ending Balance 448,784$                         

1998 Revenues Over/(Under) Expenses (442,741)

1998 Ending Balance 6,043$                            

1999 Revenues Over/(Under) Expenses (455,857)

1999 Ending Balance (449,814)$                       

2000 Revenues Over/(Under) Expenses (608,163)

2000 Ending Balance (1,057,977)$                    

2001 Revenues Over/(Under) Expenses (1,280,501)
Allocation for Speed to Market (1) 1,029,085

2001 Ending Balance (1,309,393)$                    

2002 Revenues Over/(Under) Expenses (935,778)
Allocation for Speed to Market (2) 285,723
Allocation for Amounts Due to NAIC General Fund (3) 1,477,774

2002 Ending Balance (481,674)$                       

2003 Revenues Over/(Under) Expenses (680,937)
Allocation for Amounts Due to NAIC General Fund (3) 528,341

2003 Ending Balance (634,270)$                       

2004 Revenues Over/(Under) Expenses (16,431)

2004 Ending Balance (650,701)$                       

2005 Revenues Over/(Under) Expenses (16,431)                           

2005 Ending Balance (667,132)$                       

2006 Projected Revenues Over/(Under) Expenses 137,962                           

2006 Projected Ending Balance (529,170)$                       

2007 Proposed Revenues Over/(Under) Expenses (193,977)

2007 Proposed Ending Balance (723,147)$                       

(1) The 2001 allocation for the Speed to Market initiative was approved by the Internal Administration
(EX1) Subcommittee in February 2001 for the nationwide implementation of SERFF in the states, the
Coordinated Advertising Rate and Form Review Authority (CARFRA) pilot, and increased resources
for enhancements as defined by the Speed to Market initiative.

(2) The 2002 allocation for the Speed to Market initiative was approved by the Internal Administration
(EX1) Subcommittee in March 2002 to further support the Speed to Market initiatives.

(3) The 2002 and 2003 allocations to SERFF were approved by the Internal Administration (EX1) Subcommittee
on September 10, 2002. The projections are based on actual June 30, 2003, NAIC accounts receivable balances
from SERFF (equal to SERFF expenditures paid by the NAIC General Fund on SERFF's behalf) and projected
amounts to be paid on SERFF's behalf for the last half of 2003. The proposal also calls for the allocation of
NAIC General Fund net assets, equal to NAIC amounts due from SERFF, prospectively on a monthly basis. 

2007 SERFF Budget
Unrestricted Net Assets
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2007 STATE BASED SYSTEMS BUDGET 
EXECUTIVE SUMMARY 

 
Introduction 

State Based Systems (SBS) is a membership-supported project that is intended to provide a 
comprehensive Web-based application to be used by state regulators for more efficient and 
expeditious licensing processes of producers and companies, as well as facilitate market regulatory 
activities such as consumer complaints, enforcement, and fraud. Over the past several years the NAIC 
membership has championed initiatives that have necessitated states to devote resources to the 
initiative in order to leverage the benefits of the uniformity and efficiency objectives. Oftentimes, this 
creates an extra burden for states with limited budgetary resources. Further, these efforts and 
expenditures are then duplicated from one state to the next, which is not cost effective across states. 
SBS is the end result of many discussions and requests for NAIC assistance in building and 
supporting “back-office” insurance regulatory systems that would support ongoing NAIC initiatives. 
With the SBS initiative, each state must pay for their own system implementation and maintenance, 
but the overall cost to each state is reduced as a result of sharing common software and a common 
technical infrastructure. The system has been specifically designed to assist state insurance 
departments with their daily tasks, while complying with membership initiatives and leveraging the 
needs of multiple states in an effort to minimize the overall costs.   

SBS has tremendous potential for the states and the current SBS states are receiving many 
benefits. While there is recognition that it is not likely that all states will become SBS licensees, 
the system offers a viable option for those states subject to limited budgets or resources, or 
subject to another state agency’s technical support services. SBS guarantees a service level for 
the system and provides assurances that the states will be in a position to more easily adopt and 
implement NAIC member initiatives at a low cost. 
 
SBS currently provides producer licensing, company licensing, consumer inquiries and 
complaints, enforcement, revenue management, integration with NAIC’s I-Site application, and 
entity correspondence functions. Additional functionality, including expanded continuing 
education services and integration with other NAIC systems will be incorporated by year-end 
2006. In 2007 the system will include a fraud module. 
 
SBS and NIPR 

In the mid-1990s, the NAIC established its affiliate, the National Insurance Producer Registry 
(NIPR). NIPR is a public/private partnership between the states and insurance companies 
designed to support the membership in facilitating more efficient producer licensing processes 
for the benefit of the states, companies, producers, and consumers. Since its inception, NIPR has 
helped in developing numerous producer licensing tools, that are designed to achieve the mission 
of the NAIC and NIPR. SBS is simply another link in the producer licensing lifecycle. SBS does 
not replace any existing NIPR services or functionality. Rather, SBS is intended to serve as the 
state’s back-office application and database, while NIPR functionality is focused on front end 
user interfaces and applications that link to update each state’s back-office system. 
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SBS is positioned to effectively integrate with NIPR in a manner that provides for complete and 
timely updates to the state producer licensing database (SPLD) and facilitates the electronic 
appointment and termination process. In addition, SBS is positioned to promote electronic non-
resident licensing, non-resident renewals, and appointment renewals and continuing education in 
a manner that benefits the NAIC, NIPR, the states, producers, and consumers. 
 
SBS and Market Conduct 

The future vision for SBS is to support NAIC market regulation initiatives, including the market 
analysis efforts currently underway. Today, states using SBS are able to automatically provide 
updates to the NAIC’s Complaints Database System, which feeds the NAIC’s Consumer 
Information Source with very useful information. This linkage to NAIC databases has also 
extended to regulatory actions in 2006 and will integrate with fraud reporting with the 
incorporation of new functionality in 2007. From a market regulatory perspective, the SBS 
system can therefore facilitate enhanced information sharing among states.  
 
 

2006 Projected Revenue and Expense Results 
 
Year-end revenue projections for SBS, including implementation, maintenance and transaction 
fees, are projected to be $528,631 as compared to a budget of $691,984, a difference of  
$163,353. This is attributable to lower than estimated transaction fees due to delays in 
implementing online services. Year-end expense projections are $570,907 as compared to a 
budget of $577,080, resulting in a difference of $6,173. This differential is due to the decrease in 
expenses associated with the lower transaction volume, such as credit card fees and SBS 
licensing obligations. 
 
2007 Budget Proposal 
 
The 2007 budget proposal for SBS represents revenues and expenses related only to SBS state 
licensees as of July 2006. As in 2005 and 2006, when new states license SBS, a Business Fiscal 
Impact Statement will be submitted to the NAIC membership for review and approval of revenue 
and expenses expected for the newly licensed states. This approach will allow for the base 
budget to continue to represent all SBS licensed states and enable more accurate and reasonable 
revenue and expense projections. 
 
The resulting 2007 SBS budget proposal includes total revenues of $572,993 and total expenses 
of $569,262, yielding net revenues over expenses of $3,731 as compared to 2006 projected net 
expenses over revenues, of $157,180. Overall, there is a significant reduction in implementation 
fees as the state signed in 2005 was implemented in 2006 and therefore will not have 
implementation fees in 2007. 
 
The 2007 revenues include maintenance and transactions fees generated by the five existing SBS 
licensees. The 2007 expenses are comprised primarily of the professional services, license and 
maintenance fees, and depreciation and maintenance, and software licenses, which are directly 
tied to the implementation and maintenance fees assessed to the licensed SBS states.   
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With this proposed budget, SBS continues to support the original goals of providing states with a 
Web-based back office system that helps state regulators with their regulatory responsibilities, 
while enabling more rapid compliance with membership initiatives and minimizing costs for the 
states.  
 
G:/data/2007 Budget/SBS Executive Summary EX1 8_2006.doc 
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Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues 572,993$           691,984$                    (17.20%) 8.39%
Total Expenses 569,262 577,080 (1.35%) (0.29%)

Revenues Over (Under) Expenses 3,731$               114,904$                    

6/30/06 Actual 12/31/06 Projected

Total Revenues 315,021$           528,631$                    
Total Expenses 294,807 570,907

Revenues Over (Under) Expenses 20,214$             (42,276)$                    

2005 Actual 2005 Budget

Total Revenues 1,215,349$        862,827$                    
Total Expenses 1,149,769 977,009

Revenues Over (Under) Expenses 65,580$             (114,182)$                  

STATE BASED SYSTEMS (SBS)
2007 BUDGET SUMMARY
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Total Allocated 

2002 Ending Balance (404,590)$            (404,590)$            

2003 Revenues Over/(Under) Expenses (893,511)

2003 Ending Balance (1,298,101)$         (1,298,101)$         

2004 Revenues Over/(Under) Expenses (531,014)

2004 Ending Balance (1,829,115)$         (1,829,115)$         

2005 Revenues Over/(Under) Expenses 65,580                 

2005 Ending Balance (1,763,535)$         (1,763,535)$         

2006 Projected Revenues Over/(Under) Expenses (42,276)                

2006 Projected Ending Balance (1,805,811)$         (1,805,811)$         

2007 Proposed Revenues Over/(Under) Expenses 3,731

2007 Proposed Ending Balance (1,802,080)$         (1,802,080)$         

2007 SBS Budget
Unrestricted Net Assets
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Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues -$                     -$                             (100.00%) (100.00%)
Total Expenses -                       38,603                     (100.00%) (100.00%)

Revenues Over (Under) Expenses -$                    (38,603)$                 

6/30/06 Actual 12/31/06 Projected

Total Revenues 1,233$              1,233$                     
Total Expenses 82,162              82,570                     

Revenues Over (Under) Expenses (80,929)$         (81,337)$                 

2005 Actual 2005 Budget

Total Revenues 6,786$              9,000$                     
Total Expenses 209,605            149,360                   

Revenues Over (Under) Expenses (202,819)$       (140,360)$               

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
EDUCATION FUND

2007 BUDGET SUMMARY
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Total Allocated

Transfer NAIC Education & Research Foundation Net Assets 1,433,189$        1,433,189$        
2000 Revenues Over/(Under) Expenses (147,991)            

2000 Ending Balance 1,285,198$        1,285,198$        

2001 Revenues Over/(Under) Expenses (420,988)            

2001 Ending Balance 864,210$           864,210$           

2002 Revenues Over/(Under) Expenses (311,289)            

2002 Ending Balance 552,921$           552,921$           

2003 Revenues Over/(Under) Expenses (158,141)            

2003 Ending Balance 394,780$           394,780$           

2004 Revenues Over/(Under) Expenses (110,624)            

2004 Ending Balance 284,156$           284,156$           

2005 Revenues Over/(Under) Expenses (202,819)            

2005 Ending Balance 81,337$             81,337$             

2006 Projected Revenues Over/(Under) Expenses (81,337)              

2006 Projected Ending Balance -$                       -$                      

2006 Education Fund Budget
Unrestricted Net Assets 
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V

II. International 
 

E
ducation Fund 



Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues
Total Expenses 78,820$             90,925$             (13.31%) 3.82%

Revenues Over (Under) Expenses (78,820)$            (90,925)$            

6/30/06 Actual 12/31/06 Projected

Total Revenues
Total Expenses (424)$                 75,918$             

Revenues Over (Under) Expenses 424$                  (75,918)$            

2005 Actual 2005 Budget

Total Revenues
Total Expenses 77,441$             100,000$           

Revenues Over (Under) Expenses (77,441)$            (100,000)$          

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
INTERNATIONAL EDUCATION FUND

2007 BUDGET SUMMARY
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Total Allocated

Allocation of General Fund Net Assets for International Education Fund (1) 100,000$           100,000$           

2004 Revenues Over/Under Expenses (37,337)

2004 Ending Balance 62,663$             62,663$             

2005 Revenues Over/Under Expenses (77,441)              

2005 Ending Balance (14,778)$            (14,778)$            

Allocation of General Fund Net Assets for International Education Fund (2) 100,000             
2006 Projected Revenues Over/Under Expenses (75,918)              

2006 Projected Ending Balance 9,304$               9,304$               

2007 Proposed Revenues Over/Under Expenses (78,820)
Allocation of General Fund Net Assets for International Education Fund (2) 100,000             

2007 Proposed Ending Balance 30,484$             30,484$             

(1) The 2004 allocation for the International Education Fund was approved by the Internal Administration (EX1)
Subcommittee in December 2003 to create an internship program designed to reach a wide range of international regulators
through a shared information exchange, to develop and translate course curriculum used in formal international training
programs, and to logistically manage those programs.

(2) The 2006 and 2007 allocations for the International Education Fund are for the continuation of internship program funding.

2007 International Education Fund Budget
Unrestricted Net Assets
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   V
III. Financial D

ata 
 

 
R

epository (FD
R

) 



Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues
Total Expenses 598,471$            598,471$                    0.00% 0.00%

Revenues Over (Under) Expenses (598,471)$          (598,471)$                  

6/30/06 Actual 12/31/06 Projected

Total Revenues
Total Expenses 299,235$            598,471$                    

Revenues Over (Under) Expenses (299,235)$          (598,471)$                  

2005 Actual 2005 Budget

Total Revenues
Total Expenses 598,471$            598,471$                    

Revenues Over (Under) Expenses (598,471)$          (598,471)$                  

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
FINANCIAL DATA REPOSITORY (FDR)

2007 BUDGET SUMMARY
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Total Allocated

1998 Ending Balance 6,826,995$          6,826,995$          

1999 Revenues Over/(Under) Expenses (169,280)

1999 Ending Balance 6,657,715$          6,657,715$          

2000 Revenues Over/(Under) Expenses (757,253)

2000 Ending Balance 5,900,462$          5,900,462$          

2001 Revenues Over/(Under) Expenses (813,266)

2001 Ending Balance 5,087,196$          5,087,196$          

2002 Revenues Over/(Under) Expenses (679,215)
Allocation of Net Assets for FDR (1) (171,808)

2002 Ending Balance 4,236,173$          4,236,173$          

2003 Revenues Over/(Under) Expenses (598,472)

2003 Ending Balance 3,637,701$          3,637,701$          

2004 Revenues Over/Under Expenses (598,471)

2004 Ending Balance 3,039,230$          3,039,230$          

2005 Revenues Over/Under Expenses (598,471)$            

2005 Ending Balance 2,440,759$          2,440,759$          

2006 Projected Revenues Over/Under Expenses (598,471)              

2006 Projected Balance 1,842,288$          1,842,288$          

2007 Proposed Revenues Over/Under Expenses (598,471)

2007 Proposed Ending Balance 1,243,817$          1,243,817$          

(1) This adjustment to net assets resulted from the closing of the cash account for the completed FDR project 
into the NAIC General Fund.

2007 FDR Budget
Unrestricted Net Assets 
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IX

. 2301 M
cG

ee 



Increase Increase
(Decrease) (Decrease)
from 2006 from 2006

2007 Budget 2006 Budget Budget Projected

Total Revenues
Total Expenses 458,762$           342,904$                    33.79% 32.55%

Revenues Over (Under) Expenses (458,762)$          (342,904)$                  

6/30/06 Actual 12/31/06 Projected

Total Revenues
Total Expenses 174,488$           346,114$                    

Revenues Over (Under) Expenses (174,488)$          (346,114)$                  

2005 Actual 2005 Budget

Total Revenues
Total Expenses 377,454$           349,980$                    

Revenues Over (Under) Expenses (377,454)$          (349,980)$                  

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
NAIC 2301 MCGEE

2007 BUDGET SUMMARY
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Total Allocated

Allocation of General Fund Net Assets for 2301 McGee (1) 2,000,000$          2,000,000$          

1999 Revenues Over/(Under) Expenses (407)                     

1999 Ending Balance 1,999,593$          1,999,593$          

2000 Revenues Over/(Under) Expenses (961,147)              
Allocation of General Fund Net Assets for 2301 McGee (1) 1,800,000            

2000 Ending Balance 2,838,446$          2,838,446$          

2001 Revenues Over/(Under) Expenses (454,179)              

2001 Ending Balance 2,384,267$          2,384,267$          

2002 Revenues Over/(Under) Expenses (453,533)              
Allocation of Net Assets for 2301 McGee (2) 571,199               

2002 Ending Balance 2,501,933$          2,501,933$          

2003 Revenues Over/(Under) Expenses (392,218)              
Allocation of Net Assets for 2301 McGee (3) 674,051               

2003 Ending Balance 2,783,766$          2,783,766$          

2004 Revenues Over/Under Expenses (420,081)              
Allocation of Net Assets for 2301 McGee (4) 15,899                 

2004 Ending Balance 2,379,584$          2,379,584$          

2005 Revenues Over/Under Expenses (377,454)              

2005 Ending Balance 2,002,130$          2,002,130$          

2006 Projected Revenues Over/Under Expenses (346,114)              

2006 Projected Ending Balance 1,656,016$          1,656,016$          

2007 Proposed Revenues Over/Under Expenses (458,762)              

2007 Proposed Ending Balance 1,197,254$          1,197,254$          

(1) The allocations for the move to 2301 McGee were approved by the Internal Administration (EX1)
Subcommittee in September 1999 and March 2000.

(2) This adjustment to net assets resulted from the closing of the cash account for the completed 2301 McGee
project into the NAIC General Fund.

(3) This adjustment related to net assets allocated to 2301 McGee for the cost of the leasehold improvement
capitalized on July 1, 2003.

(4) This adjustment related to net assets allocated to 2301 McGee for the cost of the leasehold improvements
capitalized in 2004.

2007 2301 McGee Budget
Unrestricted Net Assets 
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