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August 13, 2024 

 
The Third-Party Data and Models (H) Task Force met in Chicago, IL, Aug. 13. The following Task Force members 
participated: Michael Conway, Chair (CO); Michael Yaworsky, Vice Chair (FL); Lori K. Wing-Heier represented by 
Chelsy Maller (AK); Barbara D. Richardson (AZ); Ricardo Lara represented by Esteban Mendoza and Ken Allen (CA); 
Andrew N. Mais represented by George Bradner and Wanchin Chou (CT); Gordon I. Ito (HI); Doug Ommen 
represented by Jordan Esbrook (IA); Dean L. Cameron represented by Weston Trexler (ID); Ann Gillespie 
represented by Erica Weyhenmeyer (IL); Vicki Schmidt represented by Julie Holmes (KS); Timothy J. Temple 
represented by Tom Travis (LA); Kevin P. Beagan represented by Jackie Horigan (MA); Joy Y. Hatchette represented 
by Nour Benchaaboun (MD); Robert L. Carey represented by Sandra Darby (ME); Grace Arnold represented by Phil 
Vigliaturo (MN); Chlora Lindley-Myers represented by Cynthia Amann (MO); Jon Godfread represented by Colton 
Schulz (ND); D.J. Bettencourt represented by Christian Citarella (NH); Scott Kipper represented by Brandon 
Rocchio and Gennady Stolyarov (NV); Adrienne A. Harris represented by Wayne Longmore (NY); Judith L. French 
represented by Tom Botsko and Matt Walsh (OH); Michael Humphreys represented by Jodi Frantz (PA); Elizabeth 
Kelleher Dwyer represented by Matt Gendron (RI); Michael Wise represented by Melissa Manning (SC); Cassie 
Brown represented by J’ne Byckovski, Rachel Hemphill, and Miriam Fisk (TX); Kevin Gaffney and Rosemary Raszka 
(VT); and Nathan Houdek represented by Andrea Davenport and Amy Malm (WI).  
 
1. Adopted its July 30, July 19, July 10, and Spring National Meeting Minutes 
 
Commissioner Conway said the Task Force met July 30 and July 10. The Task Force also conducted an e-vote that 
concluded July 19 to adopt its 2024–2025 work plan.   
 
Commissioner Richardson made a motion, seconded by Trexler, to adopt the Task Force’s July 30 (Attachment 
One); July 19 (Attachment Two); July 10 (Attachment Three); and Spring National Meeting (see NAIC Proceedings 
– Spring 2024, Casualty Actuarial and Statistical (C) Task Force) minutes. The motion passed unanimously. 
 
2. Heard Presentations on Regulatory Decision-Making and the Use of Experts 
 
Commissioner Conway stated the presentations are a continuation of the Task Force’s discussion about potential 
risk-based approaches. Conway expressed his desire to hear industry and consumer perspectives, in addition to 
the regulatory perspectives heard thus far, and invited those who want to present to the Task Force to contact 
him. 
 

A. Financial: Multistate Exams, Group Exams, and Audits 
 
Malm presented on financial multistate exams, group exams, and audits. She said state coordination includes 
exams that are led by the domestic state. A coordination framework is in place for group exams. She contrasted 
that to market conduct exams, which are typically led by each licensed state and some coordination, where 
deemed appropriate. 
 
She said in a financial group exam, a lead state is selected based on numerous parameters, such as premium 
volume or location. Other states participate if their legal entity is part of the group. The group exams are found to 
be efficient by state insurance regulators and insurers. She said regulators rely on experts to audit insurance 
companies. Insurers, with some exemptions for small companies, are required to have an independent audit. She 
said the auditor’s report is used in financial exams too. 
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B. Financial: P/C RBC CAT Approvals 

 
Botsko and Chou presented on property/casualty (P/C) risk-based capital (RBC) catastrophe (CAT) approvals. Chou 
said recent updates in P/C RBC includes earthquake and hurricane charges. Wildfire and severe connective storms 
models are evolving, and use of a flood model is being discussed. The Property and Casualty Risk-Based Capital (E) 
Working Group will evaluate third-party CAT models and decide which will be allowed for use for P/C RBC. Models 
allowed to be used are documented in the RBC instructions. An insurer can also use its own independent 
catastrophe model if approved by the domestic regulator. The RBC instructions provide some guidance for the 
domestic regulator in deciding whether to approve an insurer’s own model. Chou said each peril’s model is 
typically initially implemented in RBC for information only, analyzed, and then adopted for use in the RBC formula 
in a subsequent year. 
 
Amann said the Catastrophe Model Primer will be considered for adoption at the Fall National Meeting. It contains 
information for nontechnical readers on the development of CAT models and how CAT models are being used. 
 

C. Financial: Life and P/C Statements of Actuarial Opinion 
 
Citarella, Hemphill, and Fisk presented on life and P/C Statements of Actuarial Opinion (SAOs), specifically about 
the use of the insurers’ Appointed Actuaries as experts to aid state insurance regulators in their review of specific 
annual statement data. The definition of Appointed Actuary varies by line of business and is documented in the 
Valuation Manual for life and in the annual statement instructions for P/C. Actuarial task forces adopt required 
disclosures and statements. For life insurance, the state insurance commissioner has the power to require certain 
methods and assumptions or can require a company to use another actuary for its Appointed Actuary. For P/C, 
the commissioner can encourage the company to do so. 
 
The Appointed Actuary is subject to professional actuarial standards of practice. Credentialed actuaries are subject 
to the Actuarial Board for Counseling and Discipline (ABCD). An actuary reported to the ABCD for not complying 
with standards or a code of conduct can face counseling on appropriate practice or the suspension or revocation 
of the actuary’s credentials.  
 

D. Market Conduct: Advisory Organizations and Multistate Exams 
 
Weyhenmeyer presented on market conduct for P/C advisory organizations and multistate exams. She said the 
Advisory Organization (D) Working Group is focused on market conduct examination of licensed national advisory 
organizations. Exams are on a five-year schedule and are generally performed following the Advisory 
Organizations Chapter in the Market Regulation Handbook. 
 
The state of domicile typically takes on the role of the managing lead state. Other states have the ability to sign 
on as one of the lead states and help with the work. Remaining states can agree to participate, although the 
participating states do not take an active role in the examination process. At the end of the exam, the managing 
lead state and other lead states complete a report. The report is sent to all participating states, who can then 
voice comments or concerns. The participating states can then certify the final report, and they do tend to certify 
these reports in practice. Once all certifications are received, the managing lead state notifies the company, and 
each state posts the report to its website. 
 
Differences between advisory organization exams and multistate exams conducted through the Market Actions 
(D) Working Group include the following:  1) multistate exams are not scheduled periodically but rather arise when 
an issue is identified; 2) a state insurance regulator who believes an issue impacts multiple jurisdictions will submit 
a Request for Review (RFR) to the Working Group; 3) if the Working Group votes to examine an issue, then a 
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volunteer state will be the managing lead state that will communicate with the company and coordinate the exam. 
The managing lead state does not need to be the domiciliary state nor the state that produced the RFR. Other 
states can sign on as supporting lead states or as participating states.  
 
Commissioner Conway said the Task Force could decide to address the regulation of third-party models in a variety 
of different ways, predicated on the decisions to have a risk-based approach and the regulatory capacity for the 
departments, as well as the NAIC as a whole. He added that any decision should also be as efficient as possible for 
the third-party modeling companies and insurers using third-party models. He said following the decision about 
the general framework, the Task Force will build the regulatory framework.  
 
Having no further business, the Third-Party Data and Models (H) Task Force adjourned. 
 
SharePoint/NAIC Support Staff Hub/Committees/H CMTE/2024_Summer/TF-3rdParty/081324 Min 3rdParty.docx 
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Draft: 8/9/24 

Third-Party Data and Models (H) Task Force 
Virtual Meeting  

July 30, 2024 

The Third-Party Data and Models (H) Task Force met July 30, 2024. The following Task Force members participated: 
Michael Conway, Chair, and Jason Lapham (CO); Michael Yaworsky, Vice Chair, represented by Virginia Christy 
(FL); Mark Fowler represented by Charles Hale (AL); Lori K. Wing-Heier represented by Alex Romero (AK); Barbara 
D. Richardson (AZ); Ricardo Lara represented by Ken Allen (CA); Andrew N. Mais represented by Wanchin Chou
and Jack Broccoli (CT); Gordon I. Ito represented by Lance Hirano (HI); Doug Ommen represented by Travis Grassel
(IA); Dean L. Cameron (ID); Ann Gillespie represented by Erica Weyhenmeyer (IL); Vicki Schmidt represented by
Julie Holmes (KS); Timothy J. Temple represented by Tom Travis (LA); Kevin P. Beagan represented by Caleb
Huntington (MA); Joy Y. Hachette represented by Mary Kwei (MD); Robert L. Carey represented by Sandra Darby
(ME); Grace Arnold represented by Phil Vigliaturo (MN); Chlora Lindley-Myers, Cynthia Amann, and Jo DeLuc (MO);
Jon Godfread represented by Colton Schulz and Mike Andring (ND); D.J. Bettencourt represented by Christian
Citarella (NH); Scott Kipper represented by Gennady Stolyarov II (NV); Adrienne A. Harris represented by Katilin
Asrow (NY); Judith L. French represented by Matt Walsh (OH); Michael Humphreys represented by Shannen Logue
(PA); Elizabeth Kelleher Dwyer represented by Matt Gendron (RI); Michael Wise represented by Andreea Savu
(SC); Cassie Brown represented by J'ne Byckovski (TX); Kevin Gaffney represented by Rosemary Raszka (VT); and
Nathan Houdek represented by Monica Hale and Rebecca Rebholz (WI).

1. Heard Opening Comments

Commissioner Conway said the Task Force will ultimately decide whether to create a method to regulate third-
party data and models. If the decision is to move forward, the Task Force will then need to decide whether to use 
a risk-based approach and, if so, decide what type of risk-based approach to use. He said the Task Force will hear 
three presentations of different risk-based approaches, one implemented nationwide and two that are more 
state-specific.  

2. Heard a Presentation on the National Financial Solvency Approach with Deference to Domestic State

Broccoli presented an overview of the risk-focused surveillance approach to solvency monitoring, which is 
required for financial examinations given it is an accreditation standard. He said the approach is to identify and 
assess insurance risk profiles and develop a surveillance plan that focuses on the riskiest areas. He said the process 
is self-directed and customized as opposed to a checklist process. The approach requires a thorough 
understanding of the company’s business plan, governance, oversight, and risk profile.  

Regulatory resources are allocated based on a company priority rating that will impact the nature and scope of 
solvency monitoring. Priority One is considered a troubled insurer and would require more depth in regulatory 
oversight in monitoring than Priority Four. Broccoli said more depth could include more frequent on-site or off-
site analysis. 

Broccoli said the assessment includes evaluating the likelihood of a risk occurring (i.e., probability of the likelihood 
that a risk will occur or would prevent a process or activity). Risk is evaluated to be high moderate, high, moderate 
low, or low. With an objective to capture the likelihood of misstatement or a process failure, the regulator would 
consider transaction type, experience with the company, staff expertise, competency or experience, complexity 
of the transaction, exposure to fraud, and the current business environment. Additional risk assessment guidance 
involves consideration of the magnitude of a risk impact or materiality (e.g., dollar impact of risk in terms of 
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surplus, qualitative factors, reputation, share value, transaction volume) assessed as threatening, severe, 
moderate, or immaterial. Overall, the regulators want to make sure the insurer has an effective program where 
risk is identified and mitigated through controls. Chou added Connecticut regulators developed benchmarks by 
risk to compare companies. 
 
Broccoli said some larger companies are required to file their Own Risk and Solvency Assessment (ORSA) with 
their domestic regulator. The ORSA allows an understanding of an insurer’s risks, risk management, and solvency 
situation under stressed and expected conditions. The goal is to provide a group-level perspective on risk and 
capital. Typically, department or consulting actuaries assess the insurer’s economic capital model. 
 
Broccoli said that if a similar approach would be used for third-party models, modifications may need to be made 
to the assessment factors and levels to account for differences in area of focus. 
 
3. Heard a Presentation on the NAIC/State-Specific Market Conduct Approach 
  
LeDuc said the NAIC market conduct standardized framework aims to increase efficiency, effectiveness, 
uniformity, and collaboration among states. She said the NAIC market analysis work improves the ability of 
insurance departments to identify potential market conduct issues by small and large insurers that might impact 
consumers and consumer protection. Unlike the national regulatory solvency approach, domestic deference to 
another state does not generally get applied in the market conduct approach. Some states do not conduct market 
examinations. 
 
LeDuc said the market analysis process begins with the baseline analysis, then potentially moves to a level 1 
review, and then potentially moves to a level 2 review. Baseline analysis compares companies that comprise the 
market and prioritizes companies for more detailed reviews based on various factors; a level 1 review identifies 
potential reasons why a company may have risen to the top of the prioritization list; and a level 2 review involves 
a highly detailed examination of a company's operations and may lead to further regulatory action. In level 2, data 
includes more information than what is used in level 1. Examples of level 2 analysis include evaluating individual 
complaints; evaluating other states’ market conduct actions on the company; reviewing rate, form, rules, and 
underwriting manual filings; using third-party data sources, such as those produced by A.M. Best or Moody’s and 
litigation records; and conducting internet searches. She said she would recommend any review of third-party 
contracts take place in level 2. Following a level 2 review, the decision may be to: 1) take no immediate action, 
which might mean all issues and concerns were resolved or addressed and/or the regulator will evaluate more 
information and trends and review the insurer in the following year; or 2) move the identified issues found during 
the analysis process to the “continuum of market actions,” which is a broad array of potential actions. 
 
LeDuc said centralized market conduct tools are described in the NAIC Market Regulation Handbook. She said a 
general and common framework allows market analysts to rely on and learn from each other. She said analysis 
includes data from the financial annual statement, the complaint database system, the Regulatory Information 
Retrieval System (RIRS), the market actions tracking system, and the Market Conduct Annual Statement (MCAS). 
A market prioritization tool is used to identify companies that appear to need a more detailed review by ranking 
and using weights. The market analyst then decides whether to move a company to the level 1 review. 
 
Regarding regulatory resources, market analysis uses a risk-based approach that allows focus on key concerns 
and, therefore, lets states appropriately apply resources to higher-risk areas. In addition to lower costs, by 
identifying issues up front, there tends to be a lighter touch than what would have been employed via a 
comprehensive or targeted market conduct examination. 
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The market conduct approach relies on judgment decisions throughout the process, whether made by the analyst, 
supervisor, or other decision-maker. Market conduct regulators are encouraged to select the most appropriate, 
cost-efficient, timely, and least intrusive option. Consideration is given to the immediacy of concern, the likelihood 
or severity of potential harm to consumers, and the potential scope of the issue or issues. LeDuc said that Missouri 
market conduct regulators will, when the decision is leaning toward the examination side of the continuum, 
consider: 1) the company's history in being proactive and responsive; 2) compliance actions already taken; 3) 
actions in progress by other jurisdictions; and 4) the likelihood that the issues may be adversely affecting other 
jurisdictions’ actions or decisions. 
 
4. Heard a Presentation on Colorado’s ‘Trust but Verify’ Approach 
 
Lapham presented Colorado’s “trust but verify” approach used in Colorado Senate Bill 21-169 (“SB21-169”) and 
Colorado Insurance Regulation 10-1-1 addressing governance and risk management requirements for insurers 
using external consumer data and information sources and predictive models. He said that, broadly, SB21-169 is 
intended to protect Colorado consumers from insurance practices that result in unfairly discriminatory outcomes 
on the basis of a series of protected classes that are enumerated in SB21-169. He said the focus is on outcomes 
and is not primarily concerned with individual factors or model variables. SB21-169 is broadly applicable to most 
types of insurance including  life, auto, homeowners, and health. He said “insurance practices” include 
underwriting, pricing, utilization management, reimbursement methodologies, and claims management which 
has led to multiple work streams for implementing SB21-169 to address the differences across lines of insurance 
and insurance practices. Insurers are required to 1) establish a risk management framework around the use of 
external consumer data and the predictive models that leverage external consumer data and 2) conduct 
quantitative testing related to the outcomes resulting from the use of those external consumer data and models. 
Regulators will evaluate whether outcomes are leading to unfairly discriminatory impacts on consumers and 
appropriateness of any remediation carried out by insurers to address those unfairly discriminatory impacts. 
  
The Division’s initial focus beginning in early 2022 was on the life insurance industry. A survey was conducted to 
evaluate the status of the life insurance industry with respect to building governance or risk management 
frameworks. Survey results showed a wide range of insurer preparedness, sophistication, and maturity around 
the use of external consumer data and predictive models. Based on the responses by carriers with fairly robust 
risk management and governance frameworks as well as other sources of best practices regarding the use of AI 
and machine learning tool, Regulation 10-1-1 requirements include the following: 1) multidisciplinary cross-
functional teams on governance and to address risk management concerns; 2) clearly defined roles within the 
organization related to the use of the related tools; 3) establish senior management accountability and board 
oversight; 4) set a high level of importance on documentation and decisions made; 5) documentation includes the 
following: decisions that are made, data used, how models are used, what models are used, when models are 
decommissioned, roles and responsibilities for the life cycle of the tools, a process for selecting third-party 
predictive models and the vendors that supply data, plans for where any noncompliance is occurring, etc.; and 6) 
must have a documented means for assessing and prioritizing risk. 
  
Related to third-party products, the regulation makes clear that insurers are responsible for ensuring the 
requirements are met including the production of any documents or information the Division deems necessary to 
ensure compliance.   
 
The requirements are somewhat flexible, but the regulation includes some items that are required to be 
documented. Lapham referred to the approach with regular insurer submissions and attestations as “trust but 
verify.” 
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5. Heard the Task Force Chair’s Comments 
 
Commissioner Conway thanked the presenters and remarked that all three approaches show built-in flexibility.  
He said Colorado’s approach probably has the most flexibility. 
 
Commissioner Conway suggested members evaluate whether a blended approach might be useful, perhaps where 
domestic regulators work collectively at the NAIC to implement a nationwide and market-wide approach to 
identify risk. He added that he does not anticipate any accreditation standard arising out of the Task Force’s work. 
He said an approach for third parties may need to be more focused on individual state interests and the risks in 
those individual states. He said the focus on specific models (e.g., hurricane models) will vary by state.  
 
Having no further business, the Third-Party Data and Models (H) Task Force adjourned. 
 
SharePoint/NAIC Support Staff Hub/Committees/H CMTE/2024_Summer/TF-3rdParty/073024 Minutes 3rd Party.docx 
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Draft: 7/19/24 
 

Third-Party Data and Models (H) Task Force 
E-Vote 

July 19, 2024 
 
The Third-Party Data and Models (H) Task Force conducted an e-vote that concluded July 19, 2024. The following 
Task Force members participated: Michael Conway, Chair (CO); Mark Fowler (AL); Lori K. Wing-Heier (AK); Barbara 
D. Richardson (AZ); Ricardo Lara represented by Esteban Mendoza (CA); Andrew N. Mais (CT); Dean L. Cameron 
(ID); Ann Gillespie (IL); Vicki Schmidt represented by Julie Holmes (KS); Kevin P. Beagan represented by Jackie 
Horigan (MA); Joy Y. Hachette represented by Mary Kwei (MD);  Robert L. Carey represented by Sandra Darby 
(ME); Grace Arnold represented by Phil Vigliaturo (MN); Jon Godfread represented by Colton Schulz (ND); D.J. 
Bettencourt represented by Christian Citarella (NH); Adrienne A. Harris represented by Kaitlin Asrow (NY); Judith 
L. French represented by Matt Walsh (OH); Elizabeth Kelleher Dwyer (RI); and Kevin Gaffney (VT).  
 
1. Adopted its 2024-2025 Work Plan 
 
The Task Force conducted an e-vote to consider adoption of its 2024-2025 work plan. The motion passed 
unanimously. 
 
Having no further business, the Third-Party Data and Models (H) Task Force adjourned. 
 
SharePoint/NAIC Support Staff Hub/Member Meetings/H CMTE/2024_Summer/3rdTF/071924 evote min.docx 
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Draft: 7/24/2024 

Third-Party Data and Models (H) Task Force 
Virtual Meeting  

July 10, 2024 

The Third-Party Data and Models (H) Task Force met July 10, 2024. The following Task Force members participated: 
Michael Conway, Chair (CO); Michael Yaworsky, Vice Chair (FL); Mark Fowler and Charles Hale (AL); Lori K. Wing-
Heier represented by Chad Bennett (AK); Barbara D. Richardson (AZ); Ricardo Lara represented by Kara Voss (CA); 
Andrew N. Mais represented by Wanchin Chou (CT); Gordon I. Ito represented by Lance Hirano (HI); Doug Ommen 
(IA); Dean L. Cameron represented by Shannon Hohl (ID); Ann Gillespie represented by Shannon Whalen (IL); Vicki 
Schmidt represented by Craig VanAalst (KS); Timothy J. Temple represented by Tom Travis (LA); Kevin P. Beagan 
represented by Jackie Horigan (MA); Joy Y. Hachette represented by Kelli Dominique Hudson (MD);  Robert L. 
Carey represented by Sandra Darby (ME); Grace Arnold represented by Phil Vigliaturo (MN); Chlora Lindley-Myers 
and Cynthia Amann (MO); Jon Godfread represented by Tyler Erickson (ND); D.J. Bettencourt represented by 
Christian Citarella (NH); Scott Kipper represented by Gennady Stolyarov II (NV); Adrienne A. Harris represented by 
Sumit Sud (NY); Judith L. French represented by Matt Walsh (OH); Michael Humphreys (PA); Elizabeth Kelleher 
Dwyer (RI); Michael Wise represented by Melissa Manning (SC); Cassie Brown represented by J'ne Byckovski (TX); 
Kevin Gaffney (VT); and Nathan Houdek (WI). 

1. Discussed its 2024–2025 Work Plan and Charges

Commissioner Conway commented on the intent and importance of the Task Force’s work plan and charges. He 
discussed concerns about the impact of third-party models in the insurance market, emphasizing the need for fair 
usage, transparency, and addressing specific risks, while also considering innovation, operationalization, and 
resource constraints in developing models to promote regulatory consistency.   

Commissioner Conway stated there has been a growing concern among commissioners about the use of third-
party models. He said insurance regulators need to be able to tell consumers, bosses, and governors that data and 
models are being used fairly by insurers. He said insurance regulators cannot always do that when third parties 
are involved. In homeowners insurance, predictive models are being used for pricing and are having a large impact 
on affordability and availability. He said if one uses a method of trust, but verify, a problem is that regulators 
cannot verify that what third parties are saying is, in fact, the case. Third parties are having a growing impact on 
the insurance market which means this problem is a growing concern. He said this is why the Task Force was 
created.  

Commissioner Conway said the Task Force’s work plan was exposed for a 30-day comment period, which ended 
May 6. He said numerous comments were received (Attachment Three-A). He said the comments focused more 
on the work itself rather than on the work plan content.  

Commissioner Conway said three themes in the written comments were: 1) how broadly the ultimate framework 
is going to reach, 2) whether the Task Force will choose a risk-based approach, and 3) whether the Task Force will 
do work openly and transparently. He said, first, the Task Force is committed to having an open and transparent 
conversation about where the work is going. He said that, as is typical, there will be conversations that will need 
to be held in a regulator-to-regulator setting, and the Task Force will bring those issues to the forefront in open 
session and allow time for interested party feedback.  
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Commissioner Conway said the breadth of the framework and whether to apply a risk-based approach will be part 
of the conversations and are inherently built into the questions that are in the work plan. He added that these will 
be topics in the next two meetings, as the Task Force will hear presentations on risk-based frameworks and how 
these frameworks may include regulators working together and/or with experts to make decisions.  
 
Peter Kochenburger (Southern University Law Center) said significant changes have occurred over the last 30 
years, making it more difficult to keep stakeholders up to date. He said insurance regulators need jurisdiction over 
third parties or at least some way to evaluate data and models to guide insurers and third parties.  
 
J.P. Wieske (American InsurTech Council) noted that transparency is appreciated. He said there are scope and 
other issues that may end up attaching because of the basis of the third-party data. Wieske said data has been 
used throughout the life of the insurance industry and insurers have pulled external data for many years. He thinks 
there are frameworks that could continue to be used throughout this process.   
 
Bob Ridgeway (America's Health Insurance Plans—AHIP) commented that existing federal laws, particularly the 
Health Insurance Portability and Accountability Act of 1996 (HIPAA), need to be considered throughout this 
project. 
 
Lindsey Klarkowski (National Association of Mutual Insurance Companies—NAMIC) suggested that the Task Force: 
1) identify the challenge to be solved to avoid creating a solution disjointed from the needs of the market; 2) 
examine existing state law and any potential applicability to third-party vendors to know what existing law says 
and might cover; and 3) ensure consistency with other NAIC committees.  
 
Earnest Collins (Regulatory Compliance & Examinations Consultants—RCE) said there are two third-party models 
to test unfairness going into effect in 2024 . He expressed a desire to discuss these models at another time.  
 
David Heppen (Risk & Regulatory Consulting—RRC) suggested using a risk-based approach and weighing the cost 
and benefits of different approaches. He said the Task Force should discuss some states’ regulatory reviews of 
catastrophe models because those state insurance regulators could share insights on costs and benefits. He 
suggested creating a specific list of risks that this group is trying to mitigate and what aspects of those risks are 
being addressed. He recognized this might happen naturally.  
 
Brian Bayerle (American Council of Life Insurers—ACLI) said the Task Force has a difficult task of producing 
guidance on third-party vendors while maintaining innovation and not negatively impacting smaller entities. He 
said ACLI supports the work plan. 
 
Eric Ellsworth (Consumers' Checkbook/Center for the Study of Services) said when a model is built to attempt to 
make human decisions, accountability questions arise. He posed the question of who is responsible for the 
outcome of the model and said there are operational, managerial, and authority challenges. He suggested that 
when conceptualizing consumer outcomes, in addition to analyzing rating or underwriting decisions, the Task 
Force should analyze the operational experience of the consumer in trying to interact with the insurer or the third 
party.  
 
Amann mentioned that the Catastrophe Insurance (C) Working Group is writing a catastrophe primer (formerly 
known as the Catastrophe Modeling Handbook). She said it could be useful to expand the catastrophe framework 
to cover third-party vendors.  
 
Commissioner Fowler and Hale raised the following situations, asking if Section B of the work plan is broad enough 
to encompass them: 1) Third parties may be new to the regulator and not have a known reputation. 2) Output 
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provided by a third-party model is used as input into an insurer’s model. 3) One third-party vendor files rate 
models directly in the System for Electronic Rates & Forms Filing (SERFF) while another third party never submits 
a filing directly, rather, the insurer submits the third-party’s model for approval for use by that individual insurer. 
Hale said the latter produces logistic problems. Commissioner Conway responded that Section B of the work plan 
may be broad enough to encompass those questions. He added that the intention was to keep the questions at a 
high level and then add questions or new items as they arise, especially as the framework is developed in 2025. 
He asked Commissioner Fowler to assess Section B after the meeting and submit any proposed modifications if 
more detail is needed.  
 
Chou said insurers often spend 18 months in the development of one model, using an army of data scientists. He 
said the models are more complex and much more difficult to explain to stakeholders than what existed 30 years 
ago. He said the Task Force needs to evaluate the talent and resources available to the state. He said for rate 
models, states can rely on the NAIC Rate Model Review team for some assistance, but the resources still do not 
come close to the insurers’ resources. He said the other issue is a need for consistency. He said catastrophe models 
are usually high severity, low frequency, and use simulation, while other rating models use more homogenous 
data and are low severity, high frequency. He summarized that modeling many years ago was simpler (e.g., Excel 
file), and the state had the resources for proper review; now, the modeling is much more complex, yet state 
resources (except for the addition of the NAIC rate model review team) have not changed. 
 
Commissioner Conway said the Task Force will consider adoption of the work plan via e-vote after allowing some 
time for Commissioner Fowler to decide whether to submit any proposed changes.  
 
Having no further business, the Third-Party Data and Models (H) Task Force adjourned. 
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04/05/24 

THIRD-PARTY DATA AND MODELS (H) TASK FORCE 
2024 Charges and Work Plan 

2024 Adopted Charges 

The following charges were adopted by Plenary at the 2023 Fall National Meeting: 

1. The Third-Party Data and Models (H) Task Force will:
A. Develop and propose a framework for the regulatory oversight of third-party data

and predictive models.
B. Monitor and report on state, federal, and international activities related to

governmental oversight and regulation of third-party data and model vendors and
their products and services. Provide recommendations to the Innovation,
Cybersecurity, and Technology (H) Committee regarding responses to such
activities.

Background for the Work Plan 

At the 2023 Fall National Meeting, the NAIC adopted the NAIC Model Bulletin: Use of Artificial 
intelligence systems by insurers. The bulletin explains the regulators’ expectations for 
governance around the development, acquisition, and use of certain AI technologies and advises 
insurers “of the type of information and documentation that the Department may request during 
an investigation or examination of any Insurer regarding its use of such technologies and AI 
Systems.” Third-party sections of the bulletin are included in this document as Attachment A. 

This bulletin lists and explains the applicable current laws and regulations that underlay the 
Bulletin and point to the NAIC’s 2020 Principles1 of Artificial Intelligence as an appropriate 
source of guidance for Insurers as they develop and use AI systems. Under these current laws, 
there is a framework around the regulation of third-party data and models. 

The goal of this Task Force is to develop and propose an optimal regulatory framework for the 
regulatory oversight of third-party data and predictive models. The proposed regulatory 
framework may require new or modification of adopted model laws or regulations in 2025.  

Throughout the year, the Third-Party Data and Models (H) Task Force will coordinate with other 
Innovation, Cybersecurity, and Technology (H) Committee activities and forums and place 
emphasis on transparency during the process. 

1 The principles emphasize the importance of the fairness and ethical use of AI; accountability; compliance with state laws and 
regulations; transparency; and a safe, secure, fair, and robust system.  
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2024 Work Plan 

In 2024, the focus for the Task Force will be on research to determine the framework for 
regulatory oversight of third-party data and predictive models, including those utilizing artificial 
intelligence. The framework will be clear that insurers are ultimately responsible for ensuring that 
insurance laws and regulations continue to be complied with while using  data and models from 
third-party vendors.  

Project Steps 

2024: Explore and decide on a general concept for a framework for regulatory oversight of third-
party  data and models, including those utilizing artificial intelligence.  

A. Evaluate existing frameworks and discuss whether existing frameworks might be useable
for the regulation of third-party data and models.

• What are the current issues that insurance departments have regulating insurers
that use third-party data and models in rating, underwriting, marketing, and
handling claims?

• Is a framework scalable?
• Would regulators have the bandwidth?
• Does the existing framework apply to any particular line of business or company

use?
• What are the reasons that third-party vendors are reluctant to get licensed as

advisory or rating organizations?
• Determine how third-party vendors/models are being utilized and consider

categorizing models by type [e.g., claims handling models, rate models (by
hazard/peril, auto models), and underwriting models]. Consider where regulators
are already evaluating models.

B. Discuss goals for a future third-party framework.

• What is the appropriate level, standard, or minimum threshold an insurer should
be held to when using third-party data, models, or AI?

• What is the appropriate level of regulation for AI risks that result from using third
parties?

• Should licensing, certification, SOC-type reports, third-party warranties in
contracts be used?

• Should the framework be the same for all lines of business and company
uses/insurance practices or be proportionate to the potential for the greatest
impact on consumers?
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• How do we ensure the framework does not unnecessarily discourage innovation?
• What should be the result when an insurer cannot get contractual terms or

information they need from a third-party vendor?
• Can the framework include a mechanism for the review and approval of  models

prior to use by insurers?
• Is the framework sufficiently flexible to enable adaption over time without

necessarily requiring revising or amending the framework.
• Is the regulatory oversight framework sufficiently commensurate to risk?

2025: Build the third-party regulatory framework. 

2024 Meeting Plans 

• March-Sept.: Invite speakers to present frameworks currently used (FL Hurricane
Commission, RBC, Rate/Underwriting regulatory reviews) and views from multiple
perspectives (e.g., international regulators, other industries, consultants and lawyers
working on the implementation and governance surrounding the use of third-party data
and models, third-party vendors, consumers). Throughout the months, discuss goals for
the third-party regulatory framework and aspects of existing frameworks that should be
discussed or considered.

• October-November: Discuss potential frameworks.
• Fall National Meeting: Finalize the general idea for a framework for regulatory oversight

of third-party data and models so drafting can begin in 2025.
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Attachment A 

Third-Party Excerpts from the Adopted 

NAIC MODEL BULLETIN:  USE OF ARTIFICIAL INTELLIGENCE SYSTEMS BY 
INSURERS2 

SECTION 3: REGULATORY GUIDANCE AND EXPECTATIONS 
AIS Program Guidelines 
(An AIS Program is an insurer’s “written program...for the responsible use of AI Systems that make, or support 
decisions related to regulated insurance practices. The AIS Program should be designed to mitigate the risk of 
Adverse Consumer Outcomes, including, at a minimum, the statutory provisions set forth in Section 1 of this 
bulletin.”) 

4.0 Third-Party AI Systems and Data  

Each AIS Program should address the Insurer’s process for acquiring, using, or relying 
on (i) third-party data to develop AI Systems; and (ii) AI Systems developed by a third 
party, which may include, as appropriate, the establishment of standards, policies, 
procedures, and protocols relating to the following considerations:    

4.1 Due diligence and the methods employed by the Insurer to assess the third 
party and its data or AI Systems acquired from the third party to ensure that 
decisions made or supported from such AI Systems that could lead to Adverse 
Consumer Outcomes will meet the legal standards imposed on the Insurer 
itself.   

4.2 Where appropriate and available, the inclusion of terms in contracts with third 
parties that:  

a) Provide audit rights and/or entitle the Insurer to receive audit reports by
qualified auditing entities.

b) Require the third party to cooperate with the Insurer with regard to
regulatory inquiries and investigations related to the Insurer’s use of the
third-party’s product or services.

4.3 The performance of contractual rights regarding audits and/or other activities 
to confirm the third-party’s compliance with contractual and, where applicable, 
regulatory requirements. 

SECTION 4: REGULATORY OVERSIGHT AND EXAMINATION CONSIDERATIONS 

2. Third-Party AI Systems and Data

In addition, if the investigation or examination concerns data, Predictive Models, or AI 
Systems collected or developed in whole or in part by third parties, the Insurer should 

2 https://content.naic.org/sites/default/files/inline-files/2023-12-4%20Model%20Bulletin_Adopted_0.pdf 
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also expect the Department to request the following additional types of information and 
documentation.   

2.1 Due diligence conducted on third parties and their data, models, or AI Systems. 

2.2 Contracts with third-party AI System, model, or data vendors, including terms 
relating to representations, warranties, data security and privacy, data sourcing, 
intellectual property rights, confidentiality and disclosures, and/or cooperation with 
regulators.   

2.3 Audits and/or confirmation processes performed regarding third-party 
compliance with contractual and, where applicable, regulatory obligations.   

2.4 Documentation pertaining to validation, testing, and auditing, including 
evaluation of Model Drift. 

NAIC Staff Support Hub/Member Meetings/H CMTE/2024_Summer/TF-3rdParty/2024 Charges and Work Plan_Exposure_040524.docx 
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May 6, 2024 

Michael Conway, Commissioner 
Chair, Third Party Data and Models (H) Task Force 
National Association of Insurance Commissioners 
1100 Walnut Street, Suite 1500 
Kansas City, MO  64105 

Re:  2024 Work Plan Exposure Draft 

Commissioner Conway: 

The American InsurTech Council (AITC) is an independent advocacy organization dedicated to 
advancing the public interest through the development of ethical, technology-driven innovation in 
insurance.  We appreciate the effort that Task Members undertook to develop the 2024 Work Plan 
Exposure Draft (Work Plan).  We particularly appreciate the opportunity for interested parties to 
provide comments on the project approach described in the Work Plan.  

Understanding third party data and predictive models is among the most important elements of 
the NAIC’s effort to develop a comprehensive regulatory framework related to insurer use of AI. 
Third-party vendors play a pivotal role in the development of digital innovation that clearly 
benefit consumers.  There is a significant public interest in ensuring the regulatory framework is 
balanced, i.e., it provides essential consumer protections while encouraging continued 
innovation. 

As we see it, the  task is to develop a regulatory framework that achieves the following objectives: 

• Is consistent with existing principles of insurance and insurance regulation.
• Recognizes that much of the data at issue is already subject to federal and/or state laws

outside of state insurance laws.
• Ensures an appropriate level of transparency involving insurer use of AI that will enable

regulators to assess compliance with applicable current statutes and regulations identified
in the NAIC Model Bulletin: Use of Artificial Intelligence by Insurers.

• Provides clear guidance to insurers regarding their responsibilities for the use of data and
models sourced from third-party vendors.

• Provides third-party vendors with clear guidance regarding regulator expectations and
requirements concerning their AI Systems.
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American InsurTech Council: The Future of Insurance 2 

• Protects the intellectual property rights of third-party vendors.
• Encourages continued innovation and development of insurer use of AI that benefits

insurance consumers and the public.

Comments on the Project Approach 

AITC agrees generally with the project approach described in the Work Plan.   It makes sense to 
begin with an effort (i) to identify any comparable existing frameworks; followed by (ii) an 
evaluation of those frameworks to determine their applicability, in whole or in part, to development 
of a regulatory framework for third-party data and models.   

Clarification is needed, however, concerning the exact problem the Task Force seeks to solve.  In 
other words, what problem or problems exist that can only be addressed by a regulatory framework 
for third party data and predictive models?   More specifically, what problems or industry failures 
involving third-party data or predictive models have been identified that can only be addressed by 
a regulatory framework?  A clear statement of these objectives would bring focus to the Task 
Force’s efforts, possibly narrow the scope of the project, and help to prevent scope creep. 

AITC’s additional recommendations for the Work Plan include: (i) ensure an open and transparent 
process, (ii) ensure opportunities for interested parties to provide meaningful input, and (iii) a 
timetable that allows for the time needed to accomplish items (i) and (ii).   

1. Transparency

The Task Force’s work must be conducted through an open, collaborative process that provides 
interested parties with meaningful opportunities to participate and provide input.  Transparency is 
essential for a number of reasons, not the least of which is the importance of obtaining buy – in 
from third parties, including third party vendors who are liklely to be significantly impacted.  
Although the Work Plan suggests that the Task Force intends to invite selected outside third parties 
to provide input there is no mention of whether those sessions will regulator-only or open to 
interested parties.  Adding a meeting schedule to the Work Plan and a statement identifying which 
sessions will be open interested parties would be extremely helpful for planning and other 
purposes.  

2. Opportunities for Interested Party Participation

We support the Task Force inviting speakers to present information about existing frameworks. 
However, the Work Plan should state who will select the invitees, and whether there will be an 
opportunity for interested parties to provide recommendations for guest speakers.    Further, the 
Work Plan should state that interested parties can submit their own framework recommendations.  
While the guest speakers will no doubt make a meaningful contribution, including a process for 
input and recommendations from interested parties would ensure that the Task Force has the 
opportunity to consider the widest range of potential framework-options.   
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We also note that the Work Plan does not provide for a comment period regarding any 
recommendations.  Perhaps a comment period is contemplated as a part of “[d]iscuss potential 
frameworks” in the October – November timeframe.  If so this should be clarified.  If no comment 
period is contemplated, this is glaring omission and would be a significant departure from 
customary practice at the NAIC, which is intended to ensure an open, deliberative process and 
thoughtful consideration of the issues.   

3. Timetable

The draft work plan allows for just six months to decide upon a “general idea for a framework” in 
time for NAIC Fall Annual Meeting.   Given the amount of work, the wide range of issues, the 
complexities involved, and the need for an open process that includes opportunity for public 
comment on draft recommendations, this seems extremely ambituous if not unrealistic. Rather 
than adhere to an arbitrary deadline, we think a better approach (and one likely to save time in the 
end) would be to take the time needed to build consensus around a sound approach.   

Finally, we note that only four weeks has been allotted to “discuss potential frameworks.”  We 
read this as providing no opportunity for interested parties or even other regulators to review the 
Task Force recommendation with sufficient time to provide thoughtful comments.  An exposure 
and comment period consistent with NAIC practice and procedure should be added to the 
timetable.    

Thank you again for the opportunity to address our comments.  

Respectfully Submitted, 

Scott R. Harrison 
Co-Founder, American InsurTech Council 
sharrison@americaninsurtech.com 
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May 9, 2024 

Commissioner Michael Conway, Chair 

Third-Party Data and Models (H) Task Force 

National Association of Insurance Commissioners 

444 North Capitol Street NW, Suite 700 

Washington, DC, 20001 

Submitted via email at ssobel@naic.org;  kdefrain@naic.org 

RE: Third-Party Data and Models (H) Task Force Work Plan 

Dear Commissioner Conway: 

The Blue Cross Blue Shield Association (BCBSA) appreciates the opportunity to provide comments on 

the National Association of Insurance Commissioners (NAIC) Third Party Data and Models (H) Task 

Force’s work plan. 

BCBSA is a national federation of independent, community-based and locally operated Blue Cross and 

Blue Shield (BCBS) companies (Plans) that collectively cover, serve and support 1 in 3 Americans in 

every ZIP code across all 50 states and Puerto Rico. BCBS Plans contract with 96% of hospitals and 95% 

of doctors across the country and serve those who are covered through Medicare, Medicaid, an 

employer, or purchase coverage on their own. 

BCBSA believes everyone should have access to affordable, high-quality health care, no matter who you 

are or where you live. BCBSA’s commitment to the health of our nation includes continuing to improve the 

way we gain insights on diverse health factors through the appropriate use of new and emerging 

technologies, and to provide innovative solutions and services to support Blue Plans and their members. 

BCBS companies are collaborating to enable the safe, ethical and responsible use of artificial intelligence 

(AI) to protect each of our 118 million Blue members in every zip code in America. Proactive steps include 

systemwide commitments around the adoption of industry-recognized AI governance practices, including 

750 9th Street, NW 

Washington, DC 20001 

www.bcbs.com 
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the adoption of risk-based evaluations, senior management oversight and compliance with applicable 

privacy and security laws. 

In addition, we appreciate that much of the work on AI, and predictive models generally, is being done by 

third parties – either through the development of the models themselves or through use of the data these 

entities possess. While we have concerns with how this work will align with ongoing public policy and 

private efforts to adapt to this new environment, BCBSA offers the following recommendations in 

response to the task force’s work plan on third-party data and model use: 

• The task force must carefully consider the scope and breadth of the framework. Definitions

form the scope of public policies and are critical to ensuring there is a clear understanding of what

and who is being regulated and to what extent. BCBSA notes that the definition of “third party”

from the “NAIC Model Bulletin: Use of Artificial Intelligence by Insurers” (model bulletin) is limited

to AI provided by an organization other than the insurer, while the definition of “predictive model”

is far broader and could encompass a wide array of insurer activities that already have

longstanding, effective regulatory infrastructures. Both terms are present in the task force’s work

plan. BCBSA urges the NAIC to limit the work plan scope in a manner that aligns with the model

bulletin's definition of "third party" to prevent potential unintended consequences. If a broader

definition were to be used, it would significantly complicate how the requirements should be

approached. We strongly support efforts to address potential bias and discrimination in health

care and are concerned that an overly broad scope in regulation, or particularly in legislation, may

stifle the ability for insurers to implement programs that address these longstanding challenges.

• Specific to AI systems (AIS), which we recommend as the focus of this framework, the task

force should recognize the distinct roles of AIS developers and those who deploy AIS

developed by other entities. Developers and deployers are responsible for different aspects of

how AIS impacts consumers and different perspectives on the AIS being deployed, so should

have different responsibilities. Public policies will more effectively address these consumer

impacts through differentiated requirements. For example, disclosures to consumers can only be

achieved by deployers since they hold the relationships with the consumers. Meanwhile,

intellectual property rights require developers to be accountable for tasks that entail access to

source codes since deployers will not have access.

• The framework should align to existing Federal requirements to achieve regulatory

harmony. Achieving regulatory harmony requires addressing intersections with existing Federal

laws and regulations as many of the policy issues raised by AI are not novel. Most notably, the

Health Insurance Portability and Accountability Act already effectively governs issues related to

privacy and disclosures for both Covered Entities, as well as third parties that conduct business

on behalf of regulated entities – known as Business Associates. There are also potential issues

related to intellectual property rights and trade secrets protections covered by Federal rules that

should be carefully considered. This alignment will prevent conflicting approaches, which help to

ensure that requirements complement — not complicate — advances in technology.

Attachment Three-A 
Third-Party Data and Models (H) Task Force 

8/14/24 



3

• The framework should also align to existing NAIC models and other widely accepted

frameworks. The draft work plan touches on a wide array of issues, including cybersecurity,

privacy, AI, and insurance rate regulation. Many of these issues are already covered by existing

NAIC model laws and bulletins. The framework should align to these existing model laws and

bulletins, such as the Insurance Data Security Model Law’s requirements related to Oversight of

Third-Party Service Provider Arrangements. It is vital that this framework does not undo or

undermine the successful work that other NAIC committees have conducted and completed.

The work plan should also seek to harmonize the task force’s approach and align to widely

accepted frameworks, such as the National Institute of Standards and Technology Artificial

Intelligence Risk Management Framework, which has been subject to extensive industry input.

Consistency will reduce burdens on all stakeholders and, more importantly, support adherence to

requirements and responsible adoption.

*** 

Thank you again for your leadership on these important policy priorities. We appreciate your 

consideration of our comments. If you have additional questions or comments, please contact 

Randi Chapman, Managing Director, State Affairs at randi.chapman@bcbsa.com. 

Sincerely, 

Clay S. McClure 
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Third Party Models Task Force 

National Association of Insurance Commissioners 

Attention: Kris Defrain 

May 14, 2024 

RE: Comments on 2024 Charges and Work Plan 

The undersigned Consumer Representatives applaud the formation of the Third Party Data and Models 
Task Force, and appreciate the thoughtful work plan that has been put forward. We especially commend 
the consideration of different regulatory approaches for different uses of models within insurance. 

We anticipate that the Task Force will find and review a variety of existing principles, definitions and 
frameworks for oversight of predictive models (sometimes referred to as “predictive AI”, as distinct 
from “generative AI”). While a good framework is of value in determining how to regulate the 
development and use of these models, we also believe that the effectiveness of many regulations in 
preventing harms to consumers depends on careful examination of the details of how models are 
developed, put into operation at insurers, and overseen by management. As noted in a recent Politico 
op-ed, state laws and regulations intended to prevent AI and models from harming consumers can in 
practice codify damaging practices and effects of these models. 

Such detailed concerns span the life cycle of model development (such as data quality issues, 
effectiveness of processes for linking distinct datasets, strong controls over which data is used in which 
model and related version controls, etc.), operationalization (whether suitable uses are clearly defined 
and carried through in operation, escalation and recourse processes for model outputs, etc.), the 
management oversight of how models are used (such as employee training, performance measures, 
etc.), and processes for addressing problems that arise in the use of models (human overrides, 
escalation, correction of incorrect of improper data or results, etc.). 

The Task Force work plan raises consideration of insurance department capacity related to oversight of 
models and vendors. We support robust discussion of this issue, as resource limitations can affect the 
areas and depth of oversight DOIs are able to exercise over model developers and/or insurers. We note 
that federal agencies such as FDA have suggested that they may need outside assistance to effectively 
oversee AI. State insurance regulators may wish to consider arrangements that allow them to leverage 
shared or external resources, within or outside the state, to address critical details of regulation. 

The following issue areas reflect some considerations we feel are important for this Task Force to 
address in selecting and applying a regulatory framework for state insurance department oversight of 
third party models.  
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Model Development and Suitability for Intended Uses 
1- Does the data used to create these models provide an accurate, fair, and equitable

representation of consumers, properties, or scenarios about which it is to be used?
a. For health insurance, what analysis has been done of the robustness and relevance of

underlying data for different patient subpopulations?
b. Are there procedures in model development and deployment to address subgroups

where the data is insufficient to produce robust conclusions (e.g., patients with rare
diseases, demographic groups where the data is known to have errors or biases, etc.)?

2- Have the datasets used to develop the model undergone documented profiling of data quality?
Are limitations in conclusions arising from data quality problems clearly identified in resultant
models?

3- How are limitations in the model expressed to clients (i.e., insurers) and to regulators?
4- Are model sales teams trained to clearly represent the limitations of the model?
5- When an insurer contracts with a third party modeler, are the intended uses and excluded uses

well delineated within the contract?
6- What quality control procedures exist in model development to avoid problems of mistaken

identity of beneficiaries, properties, or other insured entities?
a. Identities of individuals in medical records, as well as other administrative datasets are

known to suffer from data quality issues.
b. Large scale linkage of datasets is known to have limitations in accuracy, particularly

when the datasets to be linked have data quality problems.
c. We believe the processes by which datasets are assembled for use in modeling merit

close oversight.

Operationalization 
When third party models are operationalized by insurers, how are the following considerations 
managed? 

7- Integration with internal processes and systems
a. How well do systems integrations needed to operationalize the model function in

practice?
b. Do processes and software systems developed to put models are put into operation

define and test use cases in which data or inputs upon which the model relies are not
available – and thus must be handled “offline” or as an “override”?

c. Has someone created processes to deal with cases where the integration does not work
(e.g., consumers with information in “non-standard” databases, legacy systems, etc.)?

8- Bypassing or overriding model results
a. Are processes and software systems set up to permit bypassing model results?
b. Are there well defined criteria to test whether these “override” use cases are

functioning and a consumer does not get stranded?

9- Transparency
a. Can the insurers explain the rules which are being employed for coverage decisions

(sometimes called “ascertainable standards”)?
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b. Can scores or decisions made by models by traced back to well-defined characteristics
of the insured person or property, or the claim/loss?

c. Can decisions made by the models be clearly explained to consumers?

10- Clear recourse and escalation paths
a. How can a consumer who has a problem with a model’s results obtain recourse for this

problem? For example, if a consumer has been mis-identified by a model or data, how
can that consumer remove the erroneous data or challenge model results?

b. Will the insurer and the third party model provider work together to resolve consumer
problems once a complaint or issue is raised so that the consumer is not left to resolve
issues on multiple fronts on their own? Is the Insurer ultimately responsible for
correcting problems?

c. When an issue involves knowledge or intellectual property held by the third party
modeler/vendor, are there established processes and trained personnel for the
consumer to cross from the insurer to the third party modeler? Are these processes
regularly tested?

d. Are there time standards for resolution of problems?

11- Consumer rights to data correction, alteration, and deletion
a. Do both the insurer and the third party model provider have mechanisms for consumers

to submit corrections to their data?
b. If a consumer wishes to exercise his or her rights around deletion of data, is there a

mechanism to remove data from third party models?
c. Can a consumer not wishing to have his or her data used also opt out from the

applicability of models derived from this data?

12- Version control
a. Does model development use appropriate version control techniques?

Traditional software version control systems (e.g., Github) do not suffice for control of
datasets; additional version control mechanisms are needed to ensure that old versions
of model results can be reproduced and examined (i.e., full and distinct version control
of data, associated cleanup/transformation steps, and model generation, also called
“data lineage”)

b. Can both the model developer and insurer track and identify the specific version of a
model used where the results are employed (e.g., in underwriting, claims decisions,
etc.)?

c. In cases where the model incorporates either outside datasets (e.g., through data
linkage) or uses data from an insurer client, is this outside data subject to rigorous
version control?

d. Do version control procedures in both modeling and deployment incorporate data that
consumers have corrected, stricken, etc.?

While we recognize that regulators may not have capacity to address all of these issues directly, due 
their potential for adverse impacts on consumers we believe they merit consideration as part of the 
development of regulatory frameworks. 
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We welcome questions or any other opportunities to be helpful the Task Force in this work. 

Signees 

Eric Ellsworth 

Adam Fox  

Brenda Cude 

Kara Nett Hinkley 

Bonnie Burns 

Silvia Yee 

Brendan Bridgeland 

Peter Kochenburger 
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May 1, 2024 

Commissioner Mike Conway, Chair 

Third-Party Data and Models (H) Task Force 

National Association of Insurance Commissioners 

1100 Walnut Street, Suite 1500 

Kansas City, MO 64106-2197 

By Email to Kris DeFrain, kdefrain@naic.org. 

Re:  Third Party Data and Models (H) Task Force - Proposed Work Plan 

Dear Commissioner Conway:     

On behalf of the members of Americas Health Insurers Plans (AHIP), we appreciate the 

opportunity to provide comments to the Third-Party Data and Models (H) Task Force’s Proposed 

Work Plan.  

As regulators begin their work in this area, it is critical to be mindful of the broad and extensive    

requirements imposed on Covered Entities and Business Associates pertaining to privacy, data  

security, data minimization, and other issues by the Rules issued by the United States Department 

of Health and Human Services, Parts 160 and 164 of Title 45 of the Code of Federal Regulations, 

under the Health Insurance Portability and Accountability Act of 1996 (Public Law 104-191, 

HIPAA), and the Health Information Technology for Economic  and Clinical Health Act (Public 

Law 111-5, HITECH).   

For issues pertaining to vendor oversight, regulators should refer to language in the NAIC 

Insurance Data Security Model Law, #668, in Section 4.F, “Oversight of Third-Party Service 

Provider Arrangements”.  Additionally, further discussions and standards development are needed 

regarding the respective responsibilities and information sharing of developers and deployers.  

For issues regarding AI risk management, we urge regulators to align their efforts with the NIST 

AI Risk Management framework. 

Due to the rapidly advancing technology and the highly competitive nature of AI development, it 

is essential to consider and protect intellectual property rights, trade secrets, and confidential  
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information.  Similarly, we are always mindful that the need to protect consumers from abuses 

must be balanced with the need to encourage advancements and engaging vendors in order to reap 

all the possible benefits of this promising AI technology.    

Thank you for the opportunity to provide these suggestions and comments.  We look forward to 

further discussing these matters with you. 

Sincerely, 

Bob Ridgeway  

Bridgeway@ahip.org 

501-333-2621 

AHIP is the national association whose members provide health care coverage, services, and 

solutions to hundreds of millions of Americans every day. We are committed to market-based 

solutions and public-private partnerships that make health care better and coverage more 

affordable and accessible for everyone by promoting, among other things, effective and efficient 

examination processes by state insurance regulators. 
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May 3, 2024 

Commissioner Michael Conway (CO), Chair 
NAIC Third-Party Data and Models (H) Task Force 
c/o Kris DeFrain, NAIC Director, Research and Actuarial Services 
Via email kdefrain@naic.org 

Re: NAMIC Comments on the Third-Party Data and Models (H) Task Force 2024 Charges and Work Plan 

Dear Chair Conway, Vice-Chairs, and Members of the Committee: 

On behalf of the National Association of Mutual Insurance Companies (NAMIC)1, we would like to thank the NAIC Third-Party 
Data and Models (H) Task Force for requesting and accepting comments on its 2024 Charges and Work Plan. NAMIC is 
supportive overall of the exposed Work Plan’s direction, and believes if the Work Plan is adhered to in conjunction with a 
transparent and collaborative process with the industry, the Task Force can reach an outcome that benefits all stakeholders. 
Pursuant to that goal, NAMIC provides below general substantive comments and recommended points of emphasis on the 
exposed Work Plan. 

SUBSTANTIVE COMMENTS 

Identify the Challenge to be Solved 
The Work Plan opens in Project Step A with a directive to evaluate the current issues insurance departments have regulating 
insurers that use third-party data and models in insurance processes. Since the Task Force’s creation, such issues or 
challenges have not been made explicit, and the lack of identifying these issues creates question as to the direction of a 
“framework for regulatory oversight of third-party data and predictive models.”2 NAMIC encourages the Task Force to begin 
its work with publicly identifying these issues or challenges. Where concrete challenges are identified, they may guide the 
direction of the Task Force’s work so as to avoid creating a solution disjointed from any needs of the market. The Task Force 

1 The National Association of Mutual Insurance Companies consists of nearly 1,500 member companies, including seven of the top 10 
property/casualty insurers in the United States. The association supports local and regional mutual insurance companies on main streets across 
America as well as many of the country’s largest national insurers. NAMIC member companies write $391 billion in annual premiums and represent 68 
percent of homeowners, 56 percent of automobile, and 31 percent of the business insurance markets. Through its advocacy programs NAMIC promotes 
public policy solutions that benefit member companies and the policyholders they serve and fosters greater understanding and recognition of the unique 
alignment of interests between management and policyholders of mutual companies. 
2 See NAIC Third-Party Data Models (H) Task Force 2024 Charges and Work Plan, https://content.naic.org/sites/default/files/2024-charges-and-work-
plan-exposure-040524.pdf.  
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should be specific about the identified challenges, and what a new model law or amendments to existing law or regulations 
are trying to solve. 

Examine Existing State Law and Applicability to Third Party Vendors 
Project Step A of the Work Plan includes a directive to “[e]valuate existing frameworks and discuss whether existing 
frameworks might be useable for the regulation of third-party data and models.” NAMIC agrees that knowing what existing 
law says and covers should be the primary consideration in developing regulatory policy. For instance, relative to the 
property casualty sector, models that impact pricing are already filed with departments, and undergo a highly scrupulous 
review process. Relatedly, NAMIC encourages the Task Force to explore and evaluate the different types of third-party data 
and model vendors that exist, and how insurers use them. The Work Plan poses the question of why third-party vendors are 
reluctant to get licensed as advisory or rating organizations. One of the reasons for this is very likely that, depending on the 
service that the third party provides and how insurers work with them, the third party does not meet the definition of an 
advisory or rating organization. Categorizing all third parties into neatly defined existing boxes is likely not tenable. 
Additionally, states lack uniformity in how advisory and rating organizations are defined. Achieving a more accurate 
characterization of what different types of third parties exist, and subsequently striving for consistency, clarity, and 
appropriate applicability will enhance the Work Plan’s effectiveness. 

Provide a Transparent Process with Industry Involvement 
NAMIC fully supports the Work Plan’s commitment to transparency throughout the process. The focus of the Task Force is 
regulation of a third party with whom insurers have formed a contractual relationship. As such, the industry and its third-
party vendors must not only have clear lines of sight into the Task Force’s work, but also pose a critical participation role in 
these policy discussions. The industry has much to provide in the way of education to the Task Force on how third-party 
relationships are negotiated, leveraged, the types of data and models that are used, and how these relationships benefit the 
industry and consumers alike. 

Avoid Overly Burdensome Requirements and Ensure Consistency Across Committees 
The current draft of the Work Plan includes a goal to ensure that any resulting framework does not unnecessarily discourage 
innovation. NAMIC believes this goal to be an integral part of the Task Force’s work. No matter the size of the company, as 
technology and model capabilities advance, and third parties become more specialized in their respective data or model 
areas of expertise, partnerships between insurers and third parties are more likely to grow and are more likely to create 
increased benefit for consumers. It is therefore essential to consider such consumer benefit and not unnecessarily 
discourage innovation in this space. 

Further, NAMIC encourages the Task Force to publicly engage with other NAIC Committees and Working Groups that may be 
addressing similar topics. For example, the NAIC Accelerated Underwriting (A) Working Group (AUWG) has restarted its work 
on a Market Referral to the Market Conduct Examination Guidelines (D) Working Group. In the most recent exposure draft of 
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this work3, the AUWG recommends that a new standard be included in Chapter 23 – Conducting the Life and Annuity 
Examination related to a life insurer’s use of big data, artificial intelligence, and machine learning to underwrite life 
insurance. In the suggested standards, the AUWG highlights the need for addressing review of documents like policy rates 
and forms, accelerated underwriting models and/or summaries of those models, information about source data used, and 
testing or auditing policies. While the AUWG’s work is specific to life insurance, NAMIC believes it important and beneficial 
for the industry and consumers alike to have consistency across committees when potentially addressing enforcement 
mechanisms relative to data and model use – especially relative to ensuring that innovation is not stifled thorough any such 
requirements. 

IN SUMMARY 

We close by again thanking the Task Force for allowing NAMIC to submit comments to engage on this extremely important 
discussion regarding third party vendors, and we urge you to continue offering additional iterative opportunities for robust, 
transparent conversations throughout the education process and any potential drafting processes. NAMIC endeavors through 
these comments to express its overall support for the Work Plan and to highlight areas that the Task Force should especially 
direct its focus. NAMIC looks forward to continuing our work with the Task Force to arrive at solutions that protect and 
stabilize the insurance marketplace while fostering growth and innovation that benefit all stakeholders. 

Sincerely, 

Lindsey Klarkowski 
Director of Data Science & AI/ML Policy 
NAMIC 

3 See AUWG Referral to Market Conduct Examination Guidelines (D) Working Group exposure draft, https://content.naic.org/sites/default/files/inline-
files/Market%20Reg%20Referral%201-11-23.docx. 
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Comments on Third-Party Data and Models (H) Task Force 2024 
Charges and Work Plan 

I am Earnest Collins, Owner and Managing Member of Regulatory Compliance & Examination 
Consultants LLC. I have been an interested party in the Innovation, Cybersecurity, and Technology (H) 
Committee for over ten years and was an interested regulator for over twenty years. 

I want to comment on the Third-Party Data and Models (H) Task Force 2024 Charges and Work Plan. 

Project Steps 

Evaluate existing frameworks and discuss whether existing frameworks for regulatory oversight of 
third-party data and models, including those utilized in artificial intelligence. 

• Algorithm transparency in machine learning is becoming increasingly important in insurance,
finance, and health care. Explainable AI (XAI) made significant strides in 2024, particularly in
enhancing insurance company compliance and regulation. Its implementation is critical, but
fosters trust transparency, accuracy, and accountability. It's important to note that there is often
a tradeoff between these dimensions when choosing machine learning models and algorithms.
Therefore, frameworks around algorithm transparency in machine learning that aim to make the
decision-making process of AI models clear and understandable should be discussed when
evaluating the model.

• Artificial Intelligence Risk 4 Management Framework: 5 Generative Artificial Intelligence 6
Profile is a framework that should be considered.

Discuss goals for a future third-party framework. 

• Request Model Cards, which provide details about the machine learning model's construction,
architecture, and training data.

• Contract service level agreements (SLA)should be provided.
• Frameworks should comply with current global AI regulations, e.g., 2024 Biden Harris

Administration in the United States, EU AI Act
• Data is one of the most important dimensions in these predictive models; therefore, regulatory

oversight should be focused on data governance frameworks. Artificial Intelligence Risk 4
Management Framework: 5 Generative Artificial Intelligence 6 Profile is a framework that should
be considered.
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20 BATTERSON PARK ROAD  I  SUITE 380  I  FARMINGTON, CT 06032  I  855.246.0815  I  WWW.RISKREG.COM 

ACTUARIAL  I  FINANCIAL  I  INFORMATION TECHNOLOGY  I  INVESTMENTS  I  MARKET  CONDUCT  I  TROUBLED COMPANY AND RECEIVERSHIPS I  

PHARMACY & HEALTHCARE CONSULTING 

National Association of Insurance Commissioners 
Third-Party Data and Models (H) Task Force 
Attn: Kris DeFrain 

RE: THIRD-PARTY DATA AND MODELS (H) TASK FORCE 2024 Charges and Work Plan 

Dear Ms. DeFrain: 

We applaud the Innovation Cybersecurity and Technology Committee for establishing the Third-Party Data 
and Models Task Force (Task Force). The draft 2024 Charges and Work Plan is thorough and includes 
important aspects to consider, such as: 

a) Existing regulatory frameworks;
b) Current regulation of third-party data and models;
c) Differences across lines of business and company uses; and
d) Ensuring the framework does not unnecessarily discourage innovation.

We recommend that, in addition to the considerations included in this work plan, that the Task Force pay 
particular attention to weighing costs and benefits to future alternative regulatory approaches. To this end, 
we recommend that the Task Force understand the potential risks to policyholders under frameworks with 
less regulation while also understanding the costs and time associated with additional regulation. For 
example, currently some states engage in more review of catastrophe models than others – it may be 
instructive for the Task Force to hear from lessons learned (from regulators, carriers, and third-party 
vendors) regarding the costs and benefits of the differences in the level of review of these models. 

We also recommend that the Task Force develop a list of specific risks associated with the use of third-
party data and models. While the development of a list of risks may be implied by the work plan item, “What 
are the current issues that insurance departments have regulating insurers that use third-party data and 
models in rating, underwriting, marketing, and handling claims?”, we recommend explicitly stating that the 
Task Force will develop a comprehensive list of risks. We believe that such a list will be a useful reference 
point for any regulatory proposals that emerge from this group’s efforts. 

We appreciate the opportunity to provide these comments and look forward to participate in future dialogue 
on this topic. 

Sincerely, 

David Heppen, FCAS, MAAA Lauren Cavanaugh, FCAS, MAAA 
Partner  Director 
dave.heppen@riskreg.com lauren.cavanaugh@riskreg.com 
610.247.8019  609.255.9778 
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American Council of Life Insurers  |  101 Constitution Ave, NW, Suite 700  |  Washington, DC 20001-2133 

The American Council of Life Insurers is the leading trade association driving public policy and advocacy on behalf of the life insurance 
industry. 90 million American families rely on the life insurance industry for financial protection and retirement security. ACLI’s member 
companies are dedicated to protecting consumers’ financial wellbeing through life insurance, annuities, retirement plans, long-term care 
insurance, disability income insurance, reinsurance, and dental, vision and other supplemental benefits. ACLI’s 275 member companies 
represent 93 percent of industry assets in the United States. 
acli.com 

Brian Bayerle 

Chief Life Actuary 

202-624-2169

BrianBayerle@acli.com

Colin Masterson 

Policy Analyst 

202-624-2463

ColinMasterson@acli.com

April 26, 2024 

Commissioner Michael Conway 

Chair, NAIC Third-Party Data and Models (H) Task Force 

Re: 2024 Charges and Work Plan 

Dear Commissioner Conway:  

The American Council of Life Insurers (ACLI) appreciates the opportunity to provide feedback on 
the NAIC Third-Part Data and Models (H) Task Force’s exposure of its 2024 Charges and Work 
Plan. ACLI broadly supports the charges and work plan of this group, and we look forward to 
working with the Task Force on addressing these charges in a way that enables companies to 
innovate to meet consumer demands while expanding access to insurance and financial security 
for all.  

Sincerely, 

cc: Kris DeFrain, NAIC 

Attachment Three-A 
Third-Party Data and Models (H) Task Force 

8/14/24 

mailto:BrianBayerle@acli.com
mailto:ColinMasterson@acli.com


t; Milliman 

May 10, 2024 

SUBMITTED VIA ELECTRONIC MAIL 

Kris DeFrain, Director 
Research & Actuarial Services 
National Association of Insurance Commissioners (NAIC) 

kdefrain@naic.org 

2261 Market Street 
Suite 5485 
San Francisco, CA 94114 

Tel +1415403 1333 
Fax +1415403 1334 

milliman.com 

Re: Comment Letter: Third-Party Data and Models (H) Task Force: 2024 Charges and Workplan 

The undersigned consultants from Milliman, Inc. and its subsidiary Milliman Appleseed LLC 
appreciate the ability to participate and comment on the 2024 Charges and Workplan adopted by 
the NAIC Third-Party Data and Models (H) Task Force (hereinafter referred to as Task Force). 
Milliman is an independent actuarial consulting firm, and Milliman Appleseed is an advisory 
organization licensed to submit loss costs, rating factors, and risk scores with state insurance 
regulators across the U.S. (hereinafter and collectively referred to as Milliman). 

We believe that there is a significant role for collective regulatory review and combining resources 
to effectively increase transparency and consumer protection under current and new or 
modification of adopted model laws and regulations. We support the Task Force's goal to develop 
and propose an optimal regulatory framework for the oversight of third-party data and predictive 
models, and offer our support and expertise to help research, evaluate, and determine an optimal 
framework for regulatory oversight of third-party data and predictive models, including the use of 
artificial intelligence. Milliman has worked with legislators, regulators, insurers, and the 
actuarial community throughout the U.S. to help create standards and education concerning 
model review, including working with the Catastrophe Modeling Primer Drafting Group of 
Catastrophe Insurance (C) Working Group and serving as the insurance industry representative 
on the California Office of the State Fire Marshal Risk Modeling Advisory Workgroup. To that 
end, we welcome the opportunity to assist the Task Force in any way possible in its 
research and design efforts to achieve an optimal regulatory framework. 

By way of example, we are including several links and attachments to documents to accompany 
this letter that highlight Milliman's expertise and collaboration with various legislative and 
regulatory stakeholders. These groundbreaking projects have demonstrated our commitment to 
enabling regulators and the actuarial community to leverage new techniques responsibly and 
effectively in the insurance context. While it is not our desire to overwhelm the Task Force with a 
detailed menu of Milliman's expertise, we believe that the following list and attachments serve as 
examples of the type of work that could benefit the Task Force in achieving its goals under the 
2024 Charges and Work Plan: 

Offices in Principal Cities Worldwide 
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Attachment A 

Market Trust and Market Stability, RAA Catastrophe Risk Management Conference (February 2024) 
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1998 123 14 11% 

1999 131 7 5% 

2000 179 -0 0% 

2001 216 1% 

2002 236 8 3% 

2003 159 78 49% 

2004 183 5 3% 

2005 197 12 6% 

2006 230 7 3% 

2007 251 120 48% 

2008 320 75 23% 

2009 334 3 1% 

2010 332 3 1% 

2011 396 17 4% 

2012 345 2 1% 

2013 386 0 0% 

2014 350 22 6% 

2015 394 145 37% 

2016 403 14 4% 

2017 1,243 260% 
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A. HOOVER Stanford I Doerr 

111/ I INSTITUTION School of Sustainability 
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Wildfire Data Commons 
Pilot underway with IBHS/Milliman 

• Interview key stakeholders for input regarding parcel mitigation
elements to be represented in the commons

• Develop initial data definition specification, listing critical variables,
their attributes, and potential values

• Develop and iterate data prototypes to inform interviews

• Conduct additional stakeholder interviews

• Develop conceptual data model

• Define data collection methodologies

• Define data standards
• Determine aggregation and summarization

• Establish data access and security

• Agree on ownership and control

• Define community risk classification standards and terminology
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Beyond GLMs 
Getting more accuracy with 

interpretability 

a Milliman
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Approach 1: Automated GLMs/Generalized Additive Models (GAMs) 

■ Use machine learning to automate the generation of

traditional GAMs and GLMs

■ Advantages compared to traditional GLM:

-Faster model build time

-Higher predictive power

■ Advantages compared to GBM:

-Works well on smaller datasets

-Glass-box models (inherently interpretable)

CS Milliman
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Approach 3: GA2M/Explainable Boosting Machines 

GAMs that use GBMs for the splines 

How it works: 

■ Iteratively trains sequence of trees on one feature at a time 

■ Summarize trees by feature to get exact relationship of 

predictors to output 
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