


During the conference call, the Committee:

Adopted the revisions to the Model Regulation Permitting the Recognition of Preferred Mortality Tables for Use in

Determining Minimum Reserve Liabilities (#815), which is before the Executive (EX) Committee/Plenary today:

o Revisions to Model Regulation Permitting the Recognition of Preferred Mortality Tables for Use in
Determining Minimum Reserve Liabilities (#815): the revisions incorporate the recommendation of the
Capital and Surplus Relief Working Group to allow the 2001 Commissioners Standard Ordinary (CSO)
Preferred Mortality tables to be used for contracts prior to Jan. 1, 2207, the official start date of the original
model regulation. The revisions also include restrictive language to say that the use of the 2001 CSO Preferred
Mortality tables should not be allowed for contracts prior to Jan. 1, 2007, if those contracts utilized questionable
reinsurance accounting practices to offset the overly conservative reserves required.

The Life Insurance and Annuities (A) Committee met by conference call Sept. 9, 2009.

During the conference call, the Committee:

Adopted the revisions to the Standard Valuation Law (#815), which is before the Executive (EX)

Committee/Plenary today, with two conditions: (1) the Valuation Manual be completed by the end of 2009; and (2)

the Valuation Manual include safeguards for minimum prescribed formulaic reserves:

o Revisions to Standard Valuation Law (#820): the revisions modify the Standard Valuation Law to enable a
principle-based valuation methodology.

The Life Insurance and Annuities (A) Committee met Sept. 22, 2009.

During this meeting, the Committee:

Adopted its joint July 28 conference call minutes with the Principle-Based Reserving (EX) Working Group and the
Solvency Modernization Initiative (EX) Task Force.

Adopted its July 28 and Sept. 9 conference call minutes.
Heard a legislative update of bills of interest to the Committee.

Adopted the Annuity Disclosure Working Group report, which included adopting its Aug. 14 and Sept. 11
conference call minutes. The Working Group agreed to recommend that the Life Insurance and Annuities
Committee send two versions of the Sept. 16 draft Guaranty Association Disclosure document—one that includes a
paragraph regarding the free-look period and one without the paragraph—to the Receivership and Insolvency (E)
Task Force for their consideration. The Working Group also agreed to distribute the three buyer’s guides for
comment: 30 days for comments on the Fixed Indexed Annuities Guide; 45 days for comments on the Fixed
Deferred Annuities Guide; and 60 days for comments on the Variable Annuities Guide. The Working Group plans
to distribute the American Academy of Actuaries’ revised draft of the ACLI proposed draft Annuity Illustration
Guidelines for comment within the next 45 days. The Working Group hopes to have an interim conference call at
the beginning of November to discuss a new draft Annuity Illustration Guidelines for comment.

Adopted the Suitability of Annuity Sales Working Group report, which included approving a request by the
Working Group of a one-year extension to complete its work on the revisions to the Suitability in Annuity
Transactions Model Regulation. The Working Group voted to replace the Working Group’s July 2 exposure draft
with the subgroup’s Sept. 4 draft. This draft will be open for additional comments until Oct. 15. The Working Group
also voted, consistent with its charge, to affirmatively pursue revising the Suitability in Annuity Sales Transactions
Model Regulation rather than continuing to discuss the issue of developing a model bulletin.

Adopted the Life and Health Actuarial Task Force report, which included continuing the Task Force’s 2009 charges
for 2010 and a new charge to review some aspects of the Standard Nonforfeiture Law for Individual Deferred
Annuities (#805). The Task Force discussed the appropriate experience mortality tables and the margins on those
mortality tables for the principle-based reserving system and for a net premium reserve system. It also discussed
several issues related to the development of a new valuation mortality table for payout annuities. The Task Force
heard a presentation by the American Council of Life Insurers regarding an additional net premium reserve
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methodology for VM-20, the section of the Valuation Manual for life insurance products. The Task Force received
reports from subgroups on various portions of the Valuation Manual. VM-00 was amended and released for
comment. The Task Force adopted amendments to Actuarial Guideline XXXIII—Determining CARVM Reserves
for Annuity Contracts with Elective Benefits.

Action Items:

1.

2.
3.
4

Adopted its joint July 28 conference call minutes.

Adopted its July 28 and Sept. 9 conference call minutes.

Adopted its 2010 proposed charges.

Adopted the Annuity Disclosure Working Group report, which included adopting its Aug. 14 and Sept. 11
conference call minutes.

Adopted the Suitability of Annuity Sales Working Group report, which included approving a one-year extension to
complete its work to revise the Suitability in Annuity Transactions Model Regulation.

Adopted the Life and Health Actuarial Task Force report, which included continuing its 2009 charges for 2010 and a
new charge to review some aspects of the Standard Nonforfeiture Law for Individual Deferred Annuities (#805) and
adopting the amendments to the Actuarial Guideline XXXIII-Determining CARVM Reserves for Annuity Contracts
with Elective Benefits.

w:\Sep09\Cmte\A\Written Report A Cmte.doc
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Committee Report of the
Health Insurance and Managed Care (B) Committee

The Health Insurance and Managed Care (B) Committee met June 15, 2009.

During this meeting, the Committee:

Heard a presentation from Jennifer Libster from the Georgetown University Health Policy Institute. She discussed the
findings from the report “Coverage When It Counts: What Does Health Insurance Cover and How Can Consumers
Know?” in the California and Massachusetts markets.

Discussed pandemic influenza preparedness.

Heard a legislative update on federal issues, which included a discussion of recent health care insurance reform
proposals, including the bill recently introduced by the Senate Health, Education, Labor and Pensions Committee.

Adopted the Regulatory Framework Task Force report, which including releasing for comment drafts of revisions to
three NAIC models impacted by GINA and the special enrollment provisions in SCHIP. The Task Force reviewed
revised drafts of external review model notices and forms. The recently adopted Uniform Health Carrier External
Review Model Act includes several model notices and other forms to be developed by the Task Force. After review and
discussion of the comments, the Task Force requested NAIC staff to develop new drafts for comment that incorporate
the suggested revisions. The Task Force continued its discussion of the draft survey to companies concerning the issue of
policy rescissions and preexisting condition exclusion decisions and made several revisions to the draft survey. The Task
Force intends to send the survey out in July with the hope of receiving responses from the companies prior to the Fall
National Meeting. The Task Force received the report of the ERISA Subgroup.

Adopted the Senior Issues Task Force report, which included the adoption of the revisions to the Long-Term Care
Insurance Model Act and Regulation to include an independent review process for benefit trigger decisions and prompt
payment of claims. These revisions are before Executive (EX) Committee/Plenary for adoption today. The Task Force
appointed a small subgroup to revise Appendix E of the Long-Term Care Insurance Model Regulation to standardize
claims reporting definitions. Related to the work of this subgroup, the Task Force agreed to seek approval from the
Committee to revise the initial model law development request for the Long-Term Care Insurance Model Regulation to
include the work to revise Appendix E. The Task Force reported on its implementation activities with respect to the
recent changes made to the Model Regulation to Implement the NAIC Medicare Supplement Insurance Minimum
Standards Model Act. States must comply with the Genetic Information Nondiscrimination Act of 2008 (GINA) by July
1. States must also implement changes to the model regulation pursuant to the Medicare Improvements for Patients and
Providers Act (MIPPA) by Sept. 24. Based on responses to a survey sent out to the states regarding implementation
states, most states will meet the deadlines. The Task Force received a report from the Accident and Health Working
Group on their work on Medicare supplement and long-term care issues. As part of that report, the Task Force voted to
accept and forward the revisions to the NAIC Medicare Supplement Insurance Model Regulation Compliance Manual
with a recommendation that the Committee adopt the revisions. The Task Force discussed a concern that SERFF is not
currently prepared to accept filings for new 2010 Medicare supplement plans. It was reported that new codes have been
created for the 2010 plans, but that SERFF was not on track to accept filings until mid-2010. This is a concern, as states
will need to accept numerous filings for 2010 Medicare supplement plans as early as possible. The Task Force received a
federal update on issues of importance to the Task Force, including new changes to Medicare supplement plans being
considered by the Senate, potential Medicare reforms, and new long-term care legislation.



Adopted the Accident and Health Working Group report, which included approving a one-year extension for the
Working Group to complete its project to update the refund calculation in Appendix A of the Model Regulation to
Implement the NAIC Medicare Supplement Minimum Standards Model Act and adopting the revisions to the NAIC
Medicare Supplement Insurance Model Regulation Compliance Manual that added a new section on innovative benefits
and updated information on the new Medicare supplement plans to be issued in 2010.

The Health Insurance and Managed Care (B) Committee met Sept. 23, 2009.

During this meeting, the Committee:

Adopted its proposed 2010 charges.

Heard a presentation from the National Association of State Comprehensive Health Insurance Plans (NASCHIP)
concerning its health reform transition proposal. This proposal recommends that there be new annual federal funding to
state high risk pools to provide health insurance coverage to hundreds of thousands of vulnerable Americans during the
transition period between the enactment of any federal health care reform legislation and its implementation.

Heard a legislative update on federal issues, which included a discussion of recent health care insurance reform
proposals.

Received a briefing from Commissioner Sean Dilweg (WI) concerning his state’s autism law.

Adopted the report of the Senior Issues Task Force, which included adopting its 2010 proposed charges. The Task Force
also received the report of its Appendix E Subgroup on revisions to Appendix E of the Long-Term Care Insurance Model
Regulation. The Task Force adopted the Subgroup’s report and approved exposing the draft of proposed revisions for
comment. The Task Force anticipates holding a joint conference call with the Committee prior to the Winter National
Meeting to adopt the revisions.

Adopted the Accident and Health Working Group report, which included adopting its 2010 proposed charges.
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Committee Report of the
Property and Casualty Insurance (C) Committee

The Property and Casualty Insurance (C) Committee met on June 15, 2009. During this meeting the Committee:

Adopted the white paper, Natural Catastrophic Risk: Creating a Comprehensive National Plan. The white paper
notes there is no consensus among NAIC members as to a single optimal approach to address natural disasters. The
white paper documents the perspectives of various states that submitted written comments and discusses a variety of
options for policymakers to consider.

Heard a presentation on the potential for a federal guarantee of post event debt following a catastrophe loss and how
the concept is embodied in Senate Bill 886.

Discussed the need to appoint a working group to consider changes to the Risk Retention Group Handbook to
include corporate governance standards and to update the handbook with regard t recent court decisions affecting
risk retention and purchasing groups and decided a working group would be appointed at a later time period.

Discuss a referral from Receivership and Insolvency (E) Task Force regarding contract language limiting coverage
for state guaranty funds in Directors and Officers insurance policies.

Received an update on credit-based insurance scoring activity.

Received an update on the catastrophe model feasibility study.

Received an update on conversion of two model rating laws to guidelines.

Adopted Minutes of the Committee’s April 16, 2009 Conference Call

Adopted reports of the Property and Casualty Insurance (C) Committee Task Forces, and Working Groups:

Casualty Actuarial and Statistical Task Force

Surplus Lines Task Force

Workers’ Compensation Task Force

Advisory Organization Exam. Oversight Working Group

Catastrophe Insurance Working Group

Catastrophe Reserve Working Group

Consumer Guides Working Group

Crop Insurance Working Group

Earthquake Study Group

Terrorism Insurance Implementation Working Group

Title Insurance Issues Working Group

The Committee will meet from 3:00 to 5:00 a.m. Wednesday, Sept. 23, 2009 at the Gaylord Convention Center. During this
meeting the Committee will:

Receive a presentation on cost saving auto safety devices from Randy Anderson (Legislative Strategies) and Peter
Goelz (Former Managing Director of the National Transportation Safety Board).

Receive a presentation from Larry Mirel (Wiley & Rein), Craig Barrington (Wiley and Rein) and Craig Zimpher
(Nationwide) on the Nationwide Enhanced Homeowner Insurance Policy proposal.

Receive an update on the catastrophe model feasibility study.

Consider a recommendation to change the Title Insurance Issues Working Group to the Title Insurance Issues Task
Force.

Receive an update on the catastrophe model feasibility study.
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e Consider a motion to adopt the Consumer Guides Working Group’s guide for homeowners called 4 Consumer’s
Guide to Homeowners Insurance.

e Receive information on insurer’s exposure to losses from the installation of certain Chinese-made drywall products
in American homes from 2004 to 2007.

e Consider proposed 2010 charges.

e Hear reports from its three task forces and eight working groups.
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PROJECT HISTORY

WHITE PAPER
NATURAL CATASTROPHE RISK:
CREATING A COMPREHENSIVE NATIONAL PLAN

1. Description of the Project, Issues Addressed, etc.

Natural disasters take a heavy toll on Americans each year. Recent events demonstrate that the United States is not well
prepared to deal with the aftermath of large natural disasters, either from an emergency-response perspective or in how we
manage the financial aspects of these devastating events. It is clear that Americans need to become better prepared for natural
disasters and that the way in which these events are financed needs to be changed.

The NAIC membership has been studying how to best respond to the devastation caused by natural disasters for many years.
The NAIC has actively examined approaches to insuring against natural disasters for the past four decades. The result of the
study is this white paper, which provides several perspectives for public policymakers to consider when deciding the optimal
solution for the United States to address natural catastrophe risk.

2. Name of Group Responsible for Drafting the Model and States Participating.

The white paper was initially drafted and debated by the Catastrophe Insurance (C) Working Group and later extensively
edited by the Property and Casualty Insurance (C) Committee.

During the five-year drafting period, the Catastrophe Insurance Working Group was chaired by Florida and, at various times,
was comprised of representatives of the following jurisdictions: Alabama, Alaska, California, Connecticut, District of
Columbia, Hawaii, Illinois, Kentucky, Louisiana, Maryland, Massachusetts, Mississippi, Nebraska, New Jersey, New York,
Ohio, Oklahoma, Pennsylvania, South Carolina, Tennessee, Texas, and Virginia.

During the five-year drafting period, the following jurisdictions served on the Property and Casualty Insurance Committee:
Alaska, California, Connecticut, Florida, Hawaii, Illinois, Louisiana, Maine, Maryland, Massachusetts, Mississippi, Missouri,
Nebraska, New Mexico, New York, Ohio, Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Vermont,
Washington, and West Virginia. In 2005, Director Tim Wagner (NE) chaired the Committee and Commissioner Kevin
McCarty (FL) served as vice chair. In 2006, Commissioner McCarty chaired the Committee and Superintendent Al Tuppa
(ME) served as vice chair. In 2007 and 2008, Commissioner McCarty chaired the Committee and Director Michael McRaith
(IL) served as vice chair. In 2009, Director McRaith chaired the Committee and Director Scott Richardson (SC) served as
vice chair.

3. Project Authorized by What Charge and Date First Given to the Group.

2005 Charge

® Appoint a Catastrophe Insurance Working Group to report progress on the following catastrophe insurance issues on

a quarterly basis.—Important

a.  Monitor and recommend measures to improve the availability and cost of catastrophe insurance and
reinsurance for personal and commercial lines.

b.  Evaluate potential state, regional and national programs to increase capacity for catastrophe insurance and
reinsurance.

c.  Monitor and assess proposals that address disaster insurance issues, both at the federal and state levels; assess
concentration-of-risk issues and whether a regulatory solution is needed.

d. Provide a forum for discussing various issues related to catastrophe modeling and monitor issues that will
result in changes to the Catastrophe Computer Simulation Modeling Handbook.

e. Provide a forum for discussing issues and recommending solutions related to insuring for catastrophic risk,
including terrorism, war and natural disasters.
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2006 Charge

® Appoint a Catastrophe Insurance Working Group to report progress on the following catastrophe insurance issues on
a quarterly basis.—FEssential

a.  Monitor and recommend measures to improve the availability and cost of insurance and reinsurance related to
catastrophe perils for personal and commercial lines.

b. Evaluate potential state, regional and national programs to increase capacity for insurance and reinsurance
related to catastrophe perils.

c.  Monitor and assess proposals that address disaster insurance issues, both at the federal and state levels; assess
concentration-of-risk issues and whether a regulatory solution is needed.

d. Provide a forum for discussing various issues related to catastrophe modeling and monitor issues that will result
in changes to the Catastrophe Computer Simulation Modeling Handbook.

e. Provide a forum for discussing issues and recommending solutions related to insuring for catastrophic risk,
including terrorism, war, and natural disasters.

2007 Charge

e Appoint a Catastrophe Insurance Working Group to report progress on the following catastrophe insurance issues on
a quarterly basis.—Essential

a. Monitor and recommend measures to improve the availability and cost of insurance and reinsurance related to
catastrophe perils for personal and commercial lines.

b. Evaluate potential state, regional and national programs to increase capacity for insurance and reinsurance
related to catastrophe perils.

c. Monitor and assess proposals that address disaster insurance issues, both at the federal and state levels; assess
concentration-of-risk issues and whether a regulatory solution is needed.

d. Provide a forum for discussing various issues related to catastrophe modeling and monitor issues that will result
in changes to the Catastrophe Computer Simulation Modeling Handbook.

e. Provide a forum for discussing issues and recommending solutions related to insuring for catastrophic risk,
including terrorism, war, and natural disasters.

f.  Update the State Disaster Response Plan, as needed, so that it provides a blueprint for action by the states to
respond to catastrophic events.

g. Finish work on the NAIC Natural Catastrophe Risk Plan by June 2007.

2008 Charge

e Appoint a Catastrophe Insurance Working Group to report progress on the following catastrophe insurance issues on
a quarterly basis.—FEssential

a.

b.

Monitor and recommend measures to improve the availability and cost of insurance and reinsurance related to
catastrophe perils for personal and commercial lines.

Evaluate potential state, regional and national programs to increase capacity for insurance and reinsurance
related to catastrophe perils.

Monitor and assess proposals that address disaster insurance issues, both at the federal and state levels; assess
concentration-of-risk issues and whether a regulatory solution is needed.

Provide a forum for discussing issues and recommending solutions related to insuring for catastrophic risk,
including terrorism, war and natural disasters.

Update the State Disaster Response Plan, as needed, so that it provides a blueprint for action by the states to
respond to catastrophic events.

Finish work on the NAIC Natural Catastrophe Risk Plan by the 2008 Summer National Meeting.
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2009 Charge
e Appoint a Catastrophe Insurance Working Group to report progress on the following catastrophe insurance issues on

a quarterly basis.—Ongoing

a.  Monitor and recommend measures to improve the availability and cost of insurance and reinsurance related to
catastrophe perils for personal and commercial lines.

b. Evaluate potential state, regional and national programs to increase capacity for insurance and reinsurance
related to catastrophe perils.

c.  Monitor and assess proposals that address disaster insurance issues, both at the federal and state levels; assess
concentration-of-risk issues and whether a regulatory solution is needed.

d. Provide a forum for discussing issues and recommending solutions related to insuring for catastrophic risk,
including terrorism, war and natural disasters.

e. Update the State Disaster Response Plan, as needed, so that it provides a blueprint for action by the states to
respond to catastrophic events.

f.  Finish work on the NAIC Natural Catastrophe Risk Plan by the 2009 Summer National Meeting.

4. A General Description of the Drafting Process (e.g., drafted by a subgroup, interested parties, the full group, etc.).
Include any parties outside the members that participated.

The initial draft of the white paper was a collaborative effort by Commissioner McCarty, Ray Spudeck (FL) and Eric
Nordman (NAIC). The first draft (Dec. 1, 2005) was exposed for comment and discussed at a Dec. 3, 2005, public hearing.
Testifying at the hearing were representatives from Allstate Insurance Companies, American Insurance Association,
Association of Bermuda Insurers and Reinsurers, Center for Economic Justice, Cincinnati Insurance Companies, Property
and Casualty Insurers Association of America and Reinsurance Association of America. Open meetings were held on
numerous occasions. The white paper underwent 16 drafts before the Committee adopted it. The final paper includes specific
sections drafted by Connecticut, Louisiana, Mississippi and South Carolina mentioning their perspectives on the topic.

5. A General Description of the Due Process (e.g., exposure periods, public hearings, or any other means by which
widespread input from industry, consumers and legislators was solicited).

See item #4.

6. A Discussion of the Significant Issues (items of some controversy raised during the due process and the group’s
response).

There is not consensus among the NAIC membership regarding a single optimal solution to address catastrophic risk. Thus,
the paper is a collection of viewpoints regarding potential solutions that should be considered when public policymakers
decide to take up the matter. The following areas are known to be controversial:

e The creation of a tax-deferred catastrophe reserve is generally supported by regulators, but is viewed with caution by
the insurance industry who fear what type of tax will be imposed upon them to make up for the revenue shortfall to
the federal government.

e Policyholders, consumer advocates and some regulators favor enhancing the homeowners policy by adding the flood
peril to eliminate wind vs. water disputes. Many in the industry and some regulators are opposed to the concept.

e  There is support for and opposition to the creation of state and/or regional catastrophe funds.

e There is support for and opposition to the creation of a national catastrophe fund or backstop.

There are also some areas where NAIC members are in general agreement:
e  There is potential for the United States to experience a mega-disaster.
A national plan should promote personal responsibility among policyholders.
A national plan should support reasonable building codes, land-use development plans and other mitigation tools.
A national plan should maximize the risk-bearing capacity of the private markets.
A national plan should provide quantifiable risk management by the federal government.

7. Any Other Important Information (e.g., amending an accreditation standard).

None.

w:\drafts\project history\template.doc
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Committee Report of the
Market Regulation & Consumer Affairs (D) Committee

The Market Regulation & Consumer Affairs (D) Committee met June 16, 2009. During this meeting, the Committee:

9/23/09

e Discussed the current activities of the Market Conduct Annual Statement (MCAS), which includes a survey
regarding state use of the data collected and ratios collected. It was reported at this meeting that states would begin

submitting the MCAS data to the NAIC on a confidential basis June 18 for review and analysis.

e Received a report from NAIC staff on the Market Information Systems. This report included an overview of the
state input and usage of the Market Analysis Review System, Market Initiatives Tracking System, Market Analysis
Priorities Tool, Complaint Database System, Regulatory Information Retrieval System, Complaint Database System
and Exam Tracking System. NAIC staff also provided their recommendations regarding ways to improve the future

development and use of these systems.

e Received a report from NAIC staff on the April 2009 Government Accountability Office (GAO) Report, Insurance

Reciprocity and Uniformity.

e Adopted the Complaint Database System Manual, which sets forth the codes and definitions for the NAIC’s

Complaint Database System and state reporting of complaints to the system.

e Adopted the revisions to Chapter 25 of the Market Regulation Handbook—Conducting the Advisory Organization

Examination—as adopted by the Property and Casualty Insurance (C) Committee.

e Received an updated on the Federal Model Privacy Form and discussed the need for the NAIC to submit additional
suggested changes to the form by the middle of July. The Committee also discussed the impact of industry use of the

form and state implementation issues.

e Discussed the scheduling of a joint public hearing with the Health Insurance and Managed Care (B) Committee on

third-party vendors and usual & customary reimbursement rates.

The Market Regulation and Consumer Affairs (D) Committee will meet from 9:30 — 11:30 a.m. Thursday, Sept. 24,

the Gaylord Convention Center. During this meeting the Committee will consider adoption of:

e The committee’s 2010 charges.
e Technical revisions to examination standards of the Market Regulation Handbook.

The Committee will give a high priority to the following items:
¢ Update on the findings of the D Committee Strategic Planning Session held in July.
e Current activities regarding the Market Conduct Annual Statement.
¢ Joint activities of the C and D Committees regarding credit-based insurance scores.
e Testimony of the joint public hearing of the B and D Committees regarding UCR.
e Market regulation accreditation issues.

The Committee will receive reports from the following working groups and task force:
Special Accreditation Standards Working Group.

Market Actions Working Group.

Market Analysis Procedures Working Group.

Consumer Connections Working Group.

Market Conduct Examinations Standards Working Group.

Antifraud (D) Task Force.

© 2009 National Association of Insurance Commissioners 1

2009 at



NAIC

National Association of . Handout Seven
Insurance Commissioners Jt. Executive (EX) Committee/Plenary

9/23/09

2009 Fall National Meeting
Washington, DC

Jt. Executive (EX) Committee/Plenary
September 23, 2009
10 am. — 12 p.m.
Gaylord Convention Center—Potomac Ballroom A & B—Ballroom Level

Committee Report of the
Financial Condition (E) Committee

The Financial Condition (E) Committee met June 16, 2009. During this meeting, the Committee:

Adopted or received the reports of its task forces and working groups. Many of these groups are technical
in nature and involve ongoing work necessary to maintain and keep current the NAIC solvency framework.
The details of those activities have not been provided in this report; rather, the details of items that were of
a non-routine and/or significant nature are included in this report.

Adopted revisions to the Health Risk-Based Capital Model Act (#315), which incorporates a new trend
test for insurers under this act similar to how a trend test is included for life and property/casualty insurers
within the Risk-Based Capital Model Act. This item is a separate agenda item for this meeting.

Discussed a draft letter to the membership regarding a proposed new process for considering
technical items from the Committee. This proposed new process is a separate agenda item for this
meeting. The proposed new process is being suggested as a result of the need to have a process to get
technical changes to the industry and impacted parties as quickly as possible, so they can begin modifying
their systems and processes for such changes.

Adopted the short-term mortgage experience adjustment factor proposal for the year-end 2009 life
RBC formula only, which increased the minimum factor to 75% and reduced the maximum factor to
125%. These changes were adopted after considerable discussion.

Discussed the comment letters received on an exposed survey from the Premium Survey Subgroup of
the Blanks Working Group. The survey was prepared and accumulated by the Subgroup at the request of
the Committee following the NAIC’s adoption of a blanks proposal that codified the current methods of
allocation of premium between states on Schedule T of the annual statement. As a result of the discussion,
the Committee determined that it would report to the membership that no action was necessary at this time.

Subsequent to the Summer National Meeting the Committee conducted two e-mail votes and met via conference
call Sept. 17. During the interim, the Committee:

Adopted a letter to the membership on a new proposed process via an e-mail vote commencing July 22.
Adopted a model law development form prepared by the Group Solvency Issues (EX) Working Group
related to the Insurance Holding Company System Regulatory Act (#440) on an e-mail vote commencing
Aug. 19.

Adopted SSAP No. 43R—Loan Backed and Structured Securities, on a Sept. 17 conference call.

The Committee will meet Sept. 24. During this meeting, the Committee will:

Discuss the possible formation of a new working group to address an issue regarding risk charges for
individual separate account products.

Discuss its proposed charges for 2010.

Consider the reports of ongoing and maintenance work from its eight task forces and six working groups.

W:\Sep09\Plenary\Committee Reports\00 Report Template.doc
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Committee Report of the
International Insurance Relations (G) Committee

The International Insurance Relations (G) Committee met June 15, 2009.

During this meeting, the Committee:

Heard an update on the U.S. Financial Sector Assessment Program (FSAP) being undertaken this year. A key
component of FSAP is an evaluation by the International Monetary Fund (IMF) regarding the extent to which
the U.S. insurance regulatory system is consistent with international standards embodied in the Insurance Core
Principles of the International Association of Insurance Supervisors (IAIS).

Discussed updates to the International Guiding Principles.

Received a report on the International Regulatory Cooperation Working Group’s spring class of regulators
participating in the International Internship Program. The Committee discussed whether to continue funding the
scholarship program for the internship program.

Heard an update on the U.S. Department of Transportation (DOT) Notice of Proposed Rulemaking related to
the North American Free Trade Agreement (NAFTA) and its potential impact on the states.

Received a report on the Solvency Modernization Initiative (EX) Task Force and discussed the importance of
the Task Force coordinating with this Committee in providing any necessary technical support.

Received a report on the Joint Forum and various Joint Forum work streams and draft papers being developed.

Action Items:

1. The Committee agreed to continue funding the scholarship program for the International Internship Program.

The International Insurance Relations (G) Committee will meet on Sept. 23, 2009:

During this meeting, the Committee will:

Receive an update on the U.S. Financial Sector Assessment Program (FSAP) and the Self-Assessment
document that was submitted by the NAIC in August. The Committee will also discuss additional components
of the FSAP, including stress testing and site visits by the IMF assessor team to several states and the NAIC.

Finalize the International Guiding Principles and discuss updates to the International Strategy and Action Plans.

Receive a report from the NAFTA (G) Working Group, including a preview of the NAFTA Trilateral Insurance
Working Group meeting taking place on Thursday, Sept. 24, in Washington, DC, chaired by Director Christina
Urias (AZ). The agenda includes discussion of the NAIC’s comment letter submitted in response to the U.S.
DOT Notice of Proposed Rulemaking and its potential impact on the states.

Receive a report on the Solvency Modernization Initiative (EX) Task Force and the work being undertaken to
analyze and propose incorporation of relevant features of solvency systems proposed or in place in other
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jurisdictions and financial sectors. The discussion will also touch on enhancements to the NAIC’s participation
in the work of relevant IAIS committees.

Receive a report from the International Regulatory Cooperation (G) Working Group on preparations for the Fall

NAIC International Internship Program, and the participation by an NAIC delegation in trade discussions with
insurance regulators in China.
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Written Summary Report on the
State Implementation Efforts of NAIC Adopted Model Laws and Regulations

Amendments to Viatical Settlements Model Act (#697)—to date, 26 states have enacted legislation related to viatical/life
settlements. Legislation is still pending in a few states. NAIC staff will continue to track state legislative activity for the
remainder of the year. For additional information or updates, please contact Jolie Matthews, NAIC Sr. Health and Life
Policy Advisor and Counsel, jmatthew(@naic.org.

Use of Senior Specific Certifications and Professional Designations in the Sale of Life Insurance and Annuities
Model Regulation (#278)—to date, 17 states have adopted legislation or regulations that are substantially similar to the
NAIC model regulation. NAIC staff will continue to track legislative and regulatory activities for this model for the
remainder of the year. For additional information and updates, please contact Jolie Matthews, NAIC Sr. Health and Life
Policy Advisor and Counsel, jmatthew(@naic.org.

Amendments to Model Regulation to Implement the NAIC Medicare Supplement Insurance Minimum Standards
Model Act (#651)—revisions to the Medicare Supplement Insurance Model Regulation were adopted during the Jt.
Executive (EX) Committee/Plenary session on Sept. 24, 2008. These revisions implemented major changes to Medicare
supplement plans and benefits first approved by the NAIC in March 2007, and also made changes in compliance with the
Medicare Improvements for Patients and Providers Act of 2008 (MIPPA) and the Genetic Information Nondiscrimination
Act of 2008 (GINA). States were required to adopt the GINA revisions by July 1, 2009, in order to enforce the GINA
requirements. States must adopt the remainder of the revisions as required by MIPPA by Sept. 24, 2009, in order to
continue to regulate the Medicare supplement market.

The NAIC and the Centers for Medicare and Medicaid Services (CMS) will be surveying the states for the second time as
to their implementation status shortly after the Sept. 24, 2009 deadline. All states have either completed, or are working
rapidly towards, final adoption of the model revisions. The vast majority of states have reported that they expect to have
their revised rules in place by the Sept. 24, 2009 deadline set by MIPPA. Specific numbers for the states that met the
deadline will be provided for the next update for the Winter National Meeting.

It is anticipated that CMS will work closely with states that do not adopt by Sept. 24, 2009 to monitor the timeline for their
final adoption. The majority of states do not require approval by their state legislature to adopt the required changes and
can adopt the revisions through their state regulatory process.

NAIC staff will continue to track state legislative and regulatory activity concerning implementation of these changes until
all states have completed implementation. Questions or requests for additional information may be sent to Jane Sung, Sr.
Health Policy Analyst and Counsel, jsung@naic.org.

Uniform Health Carrier External Review Model Act (#76)—to date, 1 state has enacted legislation substantially similar
to the NAIC model law. NAIC staff will continue to track legislative activity for this model for the remainder of the year.
For additional information and updates, please contact Jolie Matthews, NAIC Sr. Health and Life Policy Advisor and
Counsel, jmatthew(@naic.org.

Medical Professional Liability Closed Claim Reporting Model Law (#77)—The Medical Professional Liability Closed
Claim Reporting Model Law was adopted during the Jt. Executive (EX) Committee/Plenary session on Sept. 24, 2008. As
of July, 26 States have adopted the Model or some variation thereof.
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For additional information and updates, please contact Eric Nordman, NAIC Regulatory Services Director,
enordman(@naic.org.

Amendments to Derivatives Instrument Model Regulation (#282)—Since the adoption of the revised Model Act at the
Summer National Meeting, no states have had an opportunity to approach their legislatures regarding these proposed
revisions.

For additional information and updates, please contact Dan Daveline, NAIC Financial Regulatory Services Department
Assistant Director, ddavelin@naic.org .

Amendments to Model Regulation to Define Standards and Commissioner’s Authority for Companies Deemed to be
in Hazardous Financial Condition (#385)—NAIC staff surveyed the states in August 2009 to gather information from
each state on plans to adopt the model revisions. Alabama and Mississippi have finalized orders to adopt these model
revisions. Based on the survey results, 31 states plan to adopt the revisions, 8 states plan to adopt the revisions with minor
changes, 2 states do not plan to adopt the revisions, 5 states are undecided and 4 states have not yet provided a response to
the survey. Of the states who plan to adopt the revisions or adopt with minor changes, 12 states plan to complete the
adoption in 2009; 8 in 2010; 4 in 2011; and 15 do not yet have a timeline for adoption. No states have indicated that
problems are anticipated in adopting the model revisions. An update will be provided at the 2009 Winter National Meeting.

For additional information and updates, please contact Bruce Jenson, NAIC Manager II-Financial Examination,
bjenson@naic.org.

Life and Health Insurance Guaranty Association Model Act (#520)—Since the adoption of the revised Model Act
during the 2009 Spring National Meeting, five states (e.g. DE, LA, RI, TX and VT) have approached their legislatures
regarding the proposed increases to coverage limits for specific lines of business and/or other amendments suggested in the
Model. Of those states, three states have passed the proposed changes and two states have the changes still pending.
Overall, as the adoption of the Model Act occurred in March 2009, most states have not had an opportunity to approach
their legislatures regarding the proposed revisions.

NAIC staff will continue to track state legislative activity and provide updates at each NAIC quarterly meeting. For
additional information and updates, please contact David Vacca, Assistant Director, Financial Analysis, dvacca@naic.org.

Property and Casualty Insurance Guaranty Association Model Act (#540)—Since the adoption of the revised Model
Act at the 2009 Spring National Meeting, most states have not had an opportunity to approach their legislatures regarding
the proposed revisions.

NAIC staff will continue to track state legislative activity and provide updates at each NAIC quarterly meeting. For
additional information and updates, please contact David Vacca, Assistant Director, Financial Analysis, dvacca@naic.org.

Model Audit Rule—this model is not being tracked since it was adopted prior to the new model law process. It is being
included here to provide an update on its current status. The Model Audit Rule revisions were adopted June 11, 2006 by
the NAIC and represent best practices for companies to follow related to corporate governance in three areas: auditor
independence, corporate governance and internal control over financial reporting.

A uniform effective date of Jan. 1, 2010, gives states and companies sufficient time to prepare. The following states, 31 in
all, have finalized orders to adopt these revisions into their amended regulations: Alabama, Arizona, Connecticut,
Delaware, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, Maryland, Massachusetts, Michigan, Minnesota, Mississippi,
Missouri, Nebraska, New Hampshire, North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Island, South
Carolina, South Dakota, Utah, Virginia, West Virginia, Wisconsin and Wyoming. Four states (Arkansas, California,
Nevada and Tennessee) have publicly released proposed revisions to their regulations/statutes, but have not yet finalized
the revisions. All states have indicated plans to adopt the revisions prior to the Jan. 1, 2010, effective date.

For additional information and updates, please contact Bruce Jenson, NAIC Manager II-Financial Examination,
bjenson@naic.org.
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