Draft: 8/20/24 Attachment One

Market Regulation and Consumer Affairs (D) Committee
Chicago, lllinois
August 15, 2024

The Market Regulation and Consumer Affairs (D) Committee met in Chicago, IL, Aug. 15, 2024. The following
Committee members participated: Jon Pike, Chair (UT); Barbara D. Richardson, Co-Vice Chair (AZ); Trinidad
Navarro, Co-Vice Chair (DE); Karima M. Woods represented by Sharon Shipp (DC); Dean L. Cameron (ID); Sharon
P. Clark (KY); Timothy J. Temple (LA); Robert L. Carey represented by Timothy N. Schott (ME); Chlora Lindley-Myers
represented by Jo LeDuc (MO); Mike Causey represented by Robert Croom (NC); Jon Godfread represented by
Johnny Palsgraaf (ND); Scott Kipper represented by Nick Stosic (NV); Michael Humphreys represented by David
Buono (PA); and Cassie Brown represented by Matthew Tarpley (TX). Also participating were: Larry D. Deiter (SD);
Rebecca Nichols (VA); John Haworth (WA); and Rebecca Rebholz (WI).

1. Adopted its July 29 Minutes

The Committee met July 29. During this meeting, it took the following action: 1) adopted its Spring National
Meeting minutes; 2) adopted revised charges for the Market Actions (D) Working Group; 3) adopted an
amendment to the definition of external replacement of affiliated company policies in the Market Conduct Annual
Statement (MCAS) life and annuity blanks; and 4) adopted a recommendation to collect MCAS data from
fraternals.

Commissioner Navarro made a motion, seconded by Director Cameron, to adopt the Committee’s July 29 minutes
(Attachment One). The motion passed unanimously.

2. Heard a Presentation from the AEPI on Insurer Automobile Claim Adjusting Practices

Erica Eversman (Automotive Education & Policy Institute—AEPI) presented on insurance company automobile
claims adjusting practices on first-party and third-party claims. She said first-party claims are adjusted according
to the policy language, and third-party claims are adjusted according to negligence laws, which are not subject to
the same policy limitations as first-party claims. She said insurers will use improper tactics to reduce the amounts
owed on first-party and third-party automobile damage claims.

Eversman said insurers systematically undervalue the actual cash value (ACV) of total losses and make offers less
than the ACV by: 1) using selective comparable vehicle valuations; 2) “buy here/pay here” dealer prices, which are
priced lower in order to encourage purchases with high interest rates; and 3) manipulating software cost
determinations. She said insurers often refuse to consider comparable vehicle prices from sources such as CarMax,
Carvana, Craigslist, Facebook Marketplace, Kelley Blue Book, Vroom, and auction sites. Additionally, she said
insurers have removed or are currently seeking to remove the appraisal clause from their policies. This limits any
recourse for the insured to pursue alternative dispute resolution options, resulting in the necessity to file a lawsuit
to recover the true ACV for a total loss claim. She said the losses often have values above small claim court limits
and that plaintiff attorneys will rarely take on cases for solely property damage.

Eversman said insurers reduce partial loss claim payments by: 1) manipulating the prevailing market labor rates
in estimating software; 2) requiring the use of non-original equipment manufacturer (OEM) parts or salvage parts
in their estimates of damage; and 3) encouraging third-party claimants to use their own insurance, thus subjecting
the claimants to the policy limitations of their insurance. Eversman said that auto repair shops have garage keeper
legal liability (GKLL) policies that require the use of OEM parts and other limitations that conflict with the
estimations of the automobile insurance carriers.
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Eversman said insurers negotiate prices nationwide for subcontractor work and demand the use of the
subcontractors for sublet work. She said the repair shop is liable for the sublet work, not the insurer.

Eversman recommended the state insurance regulators: 1) investigate insurer use of total loss software; 2) require
insurers to notify insureds in writing of remedy provisions elected prior to repair; 3) require insurers to notify
consumers and pay to replace improper imitation parts; 4) require insurers to reflect the increase in labor rate in
the labor rate field of estimation software; 5) prohibit insurers from using network shop contract rates when
determining prevailing market rates; 6) prohibit insurers from including indemnification beyond negligence in
network shop agreements; and 7) investigate demands that claimants use their own insurance.

Gendron said Rhode Island requires its repair shops to have a GKLL policy, and they will also generally have a
general liability (GL) insurance policy. He asked which policy would cover the actual repairs but exclude repairs
using a non-OEM part. Eversman said that would typically be the GKLL policy. Gendron asked if the GKLL carrier is
considering the use of non-OEM parts as a breach of contract. Eversman said it would. Gendron asked if Eversman
had case law. She said most are resolved with a settlement, and there may not be case law, but she would look.

Cabinet Executive Officer (CEQO) Richardson said that one of the recommendations made by Eversman was to
require insurers to notify customers when a non-OEM part is decertified after it had been installed. She asked if
that means that insurers have to follow the life of every car on which non-OEMs were paid for by them and replace
every part that is ever decertified. CEO Richardson also asked if Eversman knew the additional cost the insurers
would then have to take on. Eversman said insurers that have said the non-OEM parts are appropriate should
replace them, especially if the de-certified part creates a safety issue. She said insurers already say they will, but
they do not. She said the certification and de-certification of the parts they use are made by an organization that
insurers created. Eversman said that would likely be at a high cost, but the insurers have held themselves out to
that standard by insisting on non-OEM parts.

3. Adopted its Task Force and Working Group Reports

A. Antifraud (D) Task Force

Commissioner Navarro said the Task Force met Aug. 14 and took the following action: 1) adopted its Spring
National Meeting minutes; and 2) discussed its 2024 charges in preparation for reviewing and considering
adoption of its 2025 proposed charges.

Commissioner Navarro said the Task Force also adopted a report from the Improper Marketing of Health Insurance
(D) Working Group. He said the Working Group heard from the Centers for Medicare & Medicaid Services (CMS)
and America’s Health Insurance Plans (AHIP) about the current issues consumers are experiencing with continued
unauthorized agent transfers of policies. The Working Group also heard from the NAIC regarding current
congressional actions and received an update on the marketing issues of the Affordable Care Act (ACA).

Additionally, Commissioner Navarro said the Task Force received an update from the Antifraud Technology (D)
Working Group. He said the Working Group will continue assisting with the implementation of the NAIC's new
web service for the Online Fraud Reporting System (OFRS). The Working Group will also work with state fraud
directors, the NAIC, and the National Insurance Crime Bureau (NICB).

Committee Navarro said the Task Force also heard reports on antifraud activity from the Coalition Against
Insurance Fraud (CAIF) and the NICB.
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B. Market Information Systems (D) Task Force

LeDuc said the Market Information Systems (D) Task Force met Aug. 2 and heard reports from the Market
Information Systems Research and Development (D) Working Group and the Market Analysis Procedures (D)
Working Group.

LeDuc said the Market Information Systems Research and Development (D) Working Group approved two
requests for additional codes and functionality on the Complaints Database System (CDS). The Working Group
approved preliminary analysis to begin adding a claim handling reason code for “balanced billings” and adding
“insurance companies” in the drop-down description of the complainant in the State Based Systems (SBS) External
Healthcare Review (EHR) portal.

LeDuc said the Market Analysis Procedures (D) Working Group reported that it formed a Market Analysis
Prioritization Tool (MAPT) Recommendations Subgroup to conduct a detailed review of the MAPT.

LeDuc said the Task Force also heard a report from NAIC Information Technology Group (ITG) staff on the status
of State Connected projects that touch on the market information systems (MIS), as well as other projects

requested by the Market Information Systems Research and Development (D) Working Group.

C. Producer Licensing (D) Task Force

Director Deiter said the Producer Licensing (D) Task Force met Aug. 12 and May 9. During its Aug. 12 meeting, the
Task Force received comments on proposed amendments to the Public Adjuster Licensing Model Act (#228). He
said the model is being amended to strengthen regulatory standards governing the conduct of public adjusters
for the following four issues: 1) individuals acting as unlicensed public adjusters; 2) contractors who are also acting
as public adjusters on the same claim; 3) inappropriate assignment of benefit rights; and 4) excessive fees charged
by public adjusters. He said the most contentious issue is the amendments to Section 14, which provide that a
public adjuster shall not charge more than 10% for any catastrophic claim settlement and no more than 15% for
any insurance claim settlement. He said the Task Force is seeking additional comments on the model through Aug.
30.

Director Deiter also said that during its Aug. 12 meeting, the Task Force received additional comments on the draft
1033 waiver template focused on whether individuals should be required to submit a waiver request to non-
resident states and the definition of “conviction.” He said NAIC staff are working with a small group of subject
matter experts (SMEs) to review the comments and issue a revised draft of the template in the next 45 days for
the Task Force to consider for adoption.

Additionally, Director Deiter said the Task Force discussed proposed amendments to the NAIC Uniform Producer
Licensing Applications and the proposed cost and timeline for implementing the amendments adopted by the
Producer Licensing Uniformity (D) Working Group. He said NAIC staff will circulate the proposed revisions and
suggested cost and timeline for implementation for a 30-day comment period.

Director Deiter said the Task Force also received a report from the National Insurance Producer Registry (NIPR)
Board of Directors. He said NIPR and the NAIC continue to provide producer licensing zone training for the states.
The program covers producer licensing practices, as well as current and emerging industry issues, and encourages
dialogue among the state licensing peer regulators. He said any state wanting more information on this training
should contact Laurie Wolf (NIPR) or Tim Mullen (NAIC).

Director Dieter said that during its May 9 meeting, the Task Force took the following action: 1) discussed the
template for the 1033 waiver process; and 2) received reports from the Adjuster Licensing (D) Working Group,
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Producer Licensing Uniformity (D) Working Group, Public Adjuster Licensing (D) Working Group, and Uniform
Education (D) Working Group. He said the Task Force also received comments from industry trade organizations
seeking changes to the State Licensing Handbook to clarify that pre-licensing education is not required. Industry
comments also encourage states to provide examinations in additional languages and recognize the use of online
examinations.

D. Market Analysis Procedures (D) Working Group

LeDuc said the Market Analysis Procedures (D) Working Group met Aug. 5, June 24, and April 29. She said that
during these meetings, the Working Group: 1) adopted the pet insurance MCAS ratios that will be publicly posted
annually after each MCAS reporting period; and 2) adopted a requirement for fraternal organizations to begin
reporting MCAS annually.

LeDuc said the Working Group followed up on last fall’s interviews of 26 jurisdictions regarding their use of the
MAPT for their baseline market analysis. She said the interviews indicated that the MAPT is not effectively
prioritizing companies for market analysis. Hence, the Working Group formed a MAPT Recommendations
Subgroup to review the MAPT, consider the suggestions received, and develop a set of recommendations for
improving MAPT that the Working Group can approve. The subgroup is beginning its review of the MAPT with the
private passenger automobile line of business. She said the subgroup plans to finish its work prior to the Fall
National Meeting.

Le Duc said the Working Group is continuing its series of educational lunch-and-learn sessions for new and
experienced analysts. She said that during these sessions, state insurance market analysts heard from North
Carolina and Utah about how they conduct MAPT analyses, and an NAIC financial analyst provided insights into
the financial measures used in the MIS tools. She said the Working Group’s next lunch-and-learn session will be
on Market Analysis Review System (MARS) Level 1 and Level 2 analyses.

E. Market Conduct Annual Statement Blanks (D) Working Group

Rebholz said that since the Spring National Meeting, the Working Group identified and approved some non-
substantive MCAS items that did not require approval according to the timeline provided in the MCAS Revision
Process Guidelines. She said those items will be implemented for the 2024 MCAS data year:

e Two instances of duplicate data elements were identified during a review of the short-term, limited-
duration (STLD) MCAS blank: Data elements #64 and #74 ask for covered lives impacted by cancellations
initiated by the policyholder/certificate holder during the period. The Working Group voted to remove
data element #64 and retain data element #74. Additionally, data elements #69 and #75 ask for covered
lives impacted by cancellations resulting from nonpayment. The Working Group voted to remove data
element #69 and retain data element #75

e Two instances of duplicate data elements were identified in the other health MCAS blank: Data elements
#67 and #71 ask for the number of claims denied, rejected, or returned because the maximum benefit has
been exceeded. The Working Group voted to approve the removal of data element #71 and retain data
element #67. The Working Group has ongoing discussions related to the second instance of duplicate data
elements.

e The Working Group also adopted an edit to the definition of “lawsuit” in the MCAS homeowners and
private passenger auto (PPA) data call and definitions documents. Rebholz said that “For non-claims
related lawsuits” was added to the beginning of the first bullet point within the lawsuit definition. The
bullet now reads, “For non-claims related lawsuits, include only lawsuits brought by an applicant for
insurance, a policyholder or claimant as a plaintiff against the reporting insurer as a defendant.” Rebholz
said the original intent was for this bullet point to apply only to non-claims related lawsuits.
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Rebholz said that in addition to the non-substantive items, the Working Group adopted edits to the definition of
external replacement of affiliated company policies in the MCAS life and annuity blanks. She said this edit was
adopted by the Committee last month.

Rebholz said the Working Group formed an SME group to address the federal government’s new rules limiting
STLD medical plans to 90 days with a month extension. The SME group recommended leaving the STLD MCAS
blank as is for 2024 and 2025 because there will still be some policies in effect under the old rules in those years.
The Working Group agreed this was a good course of action and will review it again at a later date.

Rebholz said the Working Group continues to focus on reviewing the current blanks, data call, and definitions of
the other health, pet insurance, STLD, and PPA MCAS lines of business. Additionally, updated definitions for

accelerated underwriting (AU) reporting within life MCAS blank are also being considered.

F. Market Conduct Examination Guidelines (D) Working Group

Tarpley said the Market Conduct Examination Guidelines (D) Working Group met most recently July 30. During
this meeting, the Working Group adopted its May 22 minutes.

Tarpley said the Working Group also heard an update on the progress made by pet insurance SMEs on the
development of a new pet insurance examination chapter in the Market Regulation Handbook and the
development of new pet insurance-related standardized data requests (SDRs). The SMEs are creating new
examiner guidance based on the Pet Insurance Model Act (#633).

Tarpley said the travel insurance SMEs are updating the travel insurance examination chapter of the Market
Regulation Handbook to incorporate new review procedures and criteria in marketing and sales examination
standards 3, 4, 8, and 11 and underwriting and rating standard 1. He said the SMEs are creating the guidance
based on the Travel Insurance Model Act (#632).

Tarpley said updates to the life and annuity examination chapter of the Market Regulation Handbook reflect the
revisions to Actuarial Guideline XLIX-A—The Application of the Life Illlustrations Model Regulation to Policies with
Index-Based Interest Sold on or After December 14, 2020 (AG 49-A). He said an exposure draft of the updated
chapter will be distributed in August.

Tarpley said the Working Group is continuing to monitor the work of the Innovation, Cybersecurity, and
Technology (H) Committee and its workstreams to learn what initiatives they are discussing that may relate to
regulator guidance in the Market Regulation Handbook.

Tarpley said that at its July 30 meeting, the Working Group discussed the applicability of the NAIC Connect
platform as a means to potentially address the Working Group’s charge to develop a shared regulator-only

collaborative space where market regulators can share state insurance regulator tools.

G. Market Regulation Certification (D) Working Group

Haworth said the Market Regulation Certification (D) Working Group met Aug. 12 in regulator-to-regulator
session, pursuant to paragraph 3 (specific companies, entities, or individuals) of the NAIC Policy Statement on
Open Meetings, to enable the members and interested state insurance regulators to freely discuss internal
department processes that are included with the Voluntary Market Regulation Certification Program. He said the
Working Group completed self-certification reviews of two fictional jurisdictions—each with unique concerns that
impacted how they complied with the different certification requirements. He said this led to good conversations
and was helpful in familiarizing jurisdictions with conducting their own self-certification reviews.
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Haworth said that in meetings earlier this year, the Working Group: 1) solicited self-certification reviews to be
submitted prior to the Fall National Meeting; 2) discussed the structure of peer review groups; and 3) planned for
additional training opportunities at the NAIC Insurance Summit. Haworth also said the Working Group is now using
the Committee’s Connect page to share documents related to certification.

H. Speed to Market (D) Working Group

Nichols said the Speed to Market (D) Working Group met July 30.

Nichols said the Working Group considered suggestions for the product coding matrix (PCM) and the uniform
transmittal document (UTD). She said that due to the Interstate Insurance Product Regulation Commission’s
(Compact’s) adoption of uniform standards for individual deferred index-linked variable annuities, the Compact
submitted a suggestion to add type of insurance (TOI) codes and sub-TOI codes to properly identify those products
in the System for Electronic Rates & Forms Filing (SERFF). She said the Working Group adopted the Compact’s
suggestion, and the Filing Solutions team will begin updating SERFF to include the new codes.

Nichols said the Working Group also heard an update from Bridget Kieras (NAIC) on the SERFF Modernization
Project, and George Bradner (CT) and Beth Drysdale (CT) gave an informative presentation about preparing for
and using machine learning (ML) for property and casualty (P/C) form reviews. She said the presentation slide
decks are posted to the Working Group’s web page. Nichols said Jeremy Chance (NAIC) also updated the Working
Group on the 2025 PCM updates.

Nichols also noted that the recently adopted 2024 Product Filing Review Handbook was posted to the NAIC
Publications web page July 18. She said the Product Filing Review Handbook can be downloaded at no cost. She
said it can also be found on the Committee’s Connect page in the “Handbooks” folder. She said that as part of the
work on the Product Filing Review Handbook, the NAIC Speed to Market Filing Suggestion Form was also updated
and posted to the SERFF web page.

Commissioner Navarro made a motion, seconded by Director Cameron, to adopt the reports of the following task
forces and working groups: 1) Antifraud (D) Task Force; 2) Market Information Systems (D) Task Force; 3) Producer
Licensing (D) Task Force; 4) Market Analysis Procedures (D) Working Group (Attachment Two); 5) Market Conduct
Annual Statement Blanks (D) Working Group (Attachment Three); 6) Market Conduct Examination Guidelines (D)
Working Group (Attachment Four); 7) Market Regulation Certification (D) Working Group (Attachment Five); and
8) Speed to Market (D) Working Group (Attachment Six). The motion passed unanimously.

5. Discussed Other Matters

Nikhail Nigam (NAIC) said that in July, the International Association of Insurance Supervisors (IAIS) began a public
consultation concerning its application paper on how to achieve fair treatment of diverse consumers. He said the
paper was prepared by the IAIS’s Market Conduct Working Group (MCWG) and focuses on the customer-facing
aspects of how insurers and intermediaries are conducting the business of insurance. He said it guides supervisors,
insurers, and intermediaries on a diversity, equity, and inclusion (DE&I) perspective to interpret and fulfill existing
requirements in Insurance Core Principle (ICP) 19 (Conduct of Business) so that fair treatment is achieved for
diverse consumers, not just consumers who fit a typical or dominant customer profile. The IAIS held a public
background session on the application paper, and the recording is available on its website.

Nigam said that NAIC staff will review and prepare draft comments for consideration as part of the public
consultation process. He said the Committee will be asked to review the application paper and proposed
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comments and provide input by the end of August. All comments will be considered by the International Insurance
Relations (G) Committee during its next meeting on Sept. 24.

Nigam said the paper’s scope is distinct from but complementary to the application paper on DE&I authored by
the IAIS’s Governance Working Group, which was focused on the relevance of DE&I within an insurer’s
governance, risk management, and corporate culture. That paper recently concluded its public consultation and

is being finalized.

Gendron asked that the MCWG application paper be posted to the Committee’s web page once the IAIS adopts
it. Commissioner Pike said that it would be.

Having no further business, the Market Regulation and Consumer Affairs (D) Committee adjourned.

Sharepoint/Member Meetings/D CMTE/2024 Summer/_Final Minutes/8 D Cmte Draft.docx
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Attachmennt Two

Draft: 11/4/24
Adopted by the Executive (EX) Committee and Plenary, Dec. XX, 2024
Adopted by the Market Regulation and Consumer Affairs (D) Committee, Dec. XX, 2024

2025 Proposed Charges

MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE

The mission of the Market Regulation and Consumer Affairs (D) Committee is to monitor all aspects of the market
regulatory process for continuous improvement. This includes market analysis, regulatory interventions with
companies, and multi-jurisdictional collaboration. The Committee will also review and make recommendations
regarding the underwriting and market practices of insurers and producers, as those practices affect insurance
consumers, including the availability and affordability of insurance.

Ongoing Support of NAIC Programs, Products, or Services

1. The Market Regulation and Consumer Affairs (D) Committee will:

A.

0

Monitor the centralized collection and storage of market conduct data, national analysis, and reporting at
the NAIC, including issues regarding the public availability of data. (Ongoing Maintenance)

Monitor and assess the current process for multi-jurisdictional market conduct activities, and provide
appropriate recommendations for enhancement, as necessary. (Ongoing Maintenance)

Oversee the activities of the Antifraud (D) Task Force. (Ongoing Maintenance)

Oversee the activities of the Producer Licensing (D) Task Force. (Ongoing Maintenance)

Monitor the underwriting and market practices of insurers and producers, as well as the conditions of
insurance marketplaces, including urban markets, to identify specific market conduct issues of importance
and concern. Hold public hearings on these issues at the NAIC national meetings, as appropriate. (Ongoing
Maintenance)

In collaboration with other technical working groups, discuss and share best practices through public
forums to address broad consumer concerns regarding personal insurance products. (Ongoing
Maintenance)

Coordinate with the International Insurance Relations (G) Committee to develop input and submit
comments to the International Association of Insurance Supervisors (IAIS) and/or other related groups on
issues regarding market regulation concepts. (Ongoing Maintenance)

Coordinate with the Health Insurance and Managed Care (B) Committee to provide policy
recommendations regarding uniform state enforcement of the federal Affordable Care Act (ACA).
(Ongoing Maintenance)

2. The Advisory Organization (D) Working Group will:

A.

C.

Revise the protocols, as necessary, for the examination of national or multistate advisory organizations
(including rating organizations and statistical agents) to be more comprehensive and efficient. Solicit input
and collaboration from other interested and affected committees and task forces. (Ongoing Maintenance)
Monitor the data reporting and data collection processes of advisory organizations (including rating
organizations and statistical agents) to determine if they are implementing appropriate measures to
ensure data quality. Report the results of this ongoing charge, as needed. (Ongoing Maintenance)
Actively assist with and coordinate multistate examinations of advisory organizations (including rating
organizations and statistical agents). (Ongoing Maintenance)



MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE (continued)

The Market Actions (D) Working Group will:

A.

Facilitate interstate communication, and coordinate collaborative state regulatory actions. (Ongoing
Maintenance)

Facilitate interstate communication, and coordinate collaborative state regulatory activities involving
nontraditional market actions through the Coordinated Market Investigation Subgroup. (Ongoing
Maintenance)

The Market Analysis Procedures (D) Working Group will:

A.

B.

Recommend changes to the market analysis framework based on results over the past five years, including
the current set of Level 1 and Level 2 questions. (Ongoing Maintenance)

In accordance with the second recommendation of the adopted Review of Artificial Intelligence Techniques
in Market Analysis, assess currently available market analysis data to identify needed improvements in
the effectiveness of the data for market analysis and the predictive abilities of the market scoring systems
utilizing the data. (Ongoing Maintenance)

Discuss other market data collection issues, and make recommendations, as necessary. (Ongoing
Maintenance)

Consider recommendations for new lines of business for the Market Conduct Annual Statement (MCAS).
(Ongoing Maintenance)

Create and monitor the effectiveness and usefulness of public MCAS ratios. (Ongoing Maintenance)

The Market Conduct Annual Statement Blanks (D) Working Group will:

A.

B.

Review the MCAS data elements and the “Data Call and Definitions” for those lines of business that have
been in effect for more than three years and update them, as necessary. (Ongoing Maintenance)
Develop an MCAS blank to be used for the collection of data for additional lines of business, where
appropriate. (Ongoing Maintenance)

The Market Conduct Examination Guidelines (D) Working Group will:

A.

Develop market conduct examination standards, as necessary, for inclusion in the Market
Regulation Handbook. (Ongoing Maintenance)

Monitor the adoption and revision of NAIC models, and develop market conduct examination standards
to correspond with adopted NAIC models. (Ongoing Maintenance)

Develop updated standardized data requests, as necessary, for inclusion in the Market Regulation
Handbook. (Ongoing Maintenance)

Discuss the development of uniform market conduct procedural guidance (e.g., a library, repository, or
shared collaborative space with market conduct examination templates, such as an exam call letter, exam
exit agenda, etc.) for inclusion in, or for use in conjunction with, the Market Regulation Handbook.
(Ongoing Maintenance)

Coordinate with the Innovation, Cybersecurity, and Technology (H) Committee to develop market conduct
examiner guidance for the oversight of regulated entities’ use of insurance and non-insurance consumer
data and models using algorithms and artificial intelligence (Al). (New Product)

The Market Information Systems (D) Working Group will:

A.

Analyze the data in the NAIC Market Information Systems (MIS). In accordance with the first
recommendation of the adopted Review of Artificial Intelligence Techniques in Market Analysis,
recommend methods to ensure better data quality.

In conjunction with the Market Analysis Procedures (D) Working Group and in accordance with the second
recommendation of the adopted Review of Artificial Intelligence Techniques in Market Analysis, assess



MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE (continued)

currently available market analysis data to identify needed improvements in the effectiveness of the data
for market analysis and the predictive abilities of the market scoring systems utilizing the data.

Provide guidance on the appropriate use of the MIS and the data entered in them.

i. Complaints Database System (CDS).

ii. Electronic Forums.

iii. Market Actions Tracking System (MATS).

iv. Market Analysis Profile.

v. Market Analysis Prioritization Tool (MAPT).

vi. Market Analysis Review System (MARS).

vii. Market Conduct Annual Statement (MCAS).

viii. Regulatory Information Retrieval System (RIRS).

ix. 1033 State Decision Repository (SDR1033) (in conjunction with the Antifraud (D) Task Force).

Serve as the business partner to review and prioritize submitted Uniform System Enhancement Request
(USER) forms to ensure efficient use of available NAIC staffing and resources.

8. The Market Regulation Certification (D) Working Group will:

A.

Implement the Voluntary Market Regulation Certification Program by: i) provisionally certifying each
jurisdiction that submits a self-certification report; ii) assessing the submission and monitoring the
progress of each provisionally certified jurisdiction towards compliance to each certification standard; and
iii) providing peerreview and guidance for any participating jurisdiction that requests guidance. (Ongoing
Maintenance)

Develop a mechanism for enabling participating jurisdictions to apply for full certification. This will include:
i) forming an NAIC review team and ii) developing methods for assessing and auditing full-certification
requests. (Ongoing Maintenance)

Review feedback from jurisdictions concerning any issues or recommended changes to the Voluntary
Market Regulation Certification Program requirements and the Market Regulation Certification Program
Self-Assessment Guidelines and Checklist Tool. (Ongoing Maintenance)

Consider new standards to be incorporated into the Voluntary Market Regulation Certification Program.
(Ongoing Maintenance)

9. The Speed to Market (D) Working Group will:

A.

Consider proposed System for Electronic Rates & Forms Filing (SERFF) features or functionality presented
to the Working Group by the Product Steering Committee (PSC). Review periodic reports from the PSC, as
needed. (Ongoing Maintenance)

Provide feedback and recommendations concerning the SERFF modernization when requested by the

Executive (EX) Committee and any group assigned oversight of the SERFF modernization by the Executive

(EX) Committee. (Ongoing Maintenance)

Discuss and oversee the implementation and ongoing maintenance/enhancement of speed-to-market

operational efficiencies related to product filing needs, efficiencies, and effective consumer protection.

This includes the following activities:

i. Provide a forum to gather information from the states and the industry regarding tools, policies, and
resolutions to assist with common filing issues. Provide oversight in evaluating product filing efficiency
issues for state insurance regulators and the industry, particularly regarding uniformity. (Ongoing
Maintenance)

ii. Use SERFF data to develop, refine, implement, collect, and distribute common filing metrics that
provide a tool to measure the success of the speed-to-market modernization efforts, as measured by
nationwide and individual state speed-to-market compliance, with an emphasis on monitoring state



MARKET REGULATION AND CONSUMER AFFAIRS (D) COMMITTEE (continued)

regulatory and insurer responsibilities for speed to market for insurance products. (Ongoing
Maintenance)

iii. Facilitate proposed changes to the product coding matrices (PCMs) and the uniform transmittal
document (UTD) on an annual basis, including the review, approval, and notification of changes.
Monitor, assist with, and report on state implementation of any PCM changes. (Ongoing
Maintenance)

iv. Facilitate the review and revision of the Product Filing Review Handbook, which contains an overview
of all the operational efficiency tools and describes best practices for industry filers and state
reviewers regarding the rate and form filing and review process. Develop and implement a
communication plan to inform the states about the Product Filing Review Handbook. (Ongoing
Maintenance)

D. Provide direction to NAIC staff regarding SERFF functionality, implementation, development, and
enhancements. Receive periodic reports from NAIC staff, as needed. (Ongoing Maintenance)
E. Conduct the following activities, as desired, by the Interstate Insurance Product Regulation Commission

(Compact):

i. Provide support to the Compact as the speed-to-market vehicle for asset-based insurance products,

encouraging state participation in, and the industry’s usage of, the Compact. (Ongoing Maintenance)

ii. Receive periodic reports from the Compact, as needed. (Ongoing Maintenance)

NAIC Support Staff: Tim Mullen/Randy Helder
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Draft: 10/30/24

Adopted by the Executive (EX) Committee and Plenary, XX, 2024

Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 2024
Adopted by the Antifraud (D) Task Force, Oct. 31, 2024

2025 Proposed Charges
ANTIFRAUD (D) TASK FORCE

The mission of the Antifraud (D) Task Force is to serve the public interest by assisting the state insurance supervisory
officials, individually and collectively, through the detection, monitoring, and appropriate referral for the
investigation of insurance crime, both by and against consumers. The Task Force will assist the insurance
regulatory community by conducting the following activities: 1) maintaining and improving electronic databases
regarding fraudulent insurance activities; 2) disseminating the results of research and analysis of insurance fraud
trends, as well as case-specific analysis, to the insurance regulatory community; and 3) providing a liaison function
between state insurance regulators, law enforcement—i.e., federal, state, local, and international—and other
specific antifraud organizations. The Task Force will also serve as a liaison with the NAIC Information Technology
Group (ITG) and other NAIC committees, task forces, and/or working groups to develop technological solutions for
data collection and information sharing. The Task Force will monitor all aspects of antifraud activities by its
working groups on the following charges.

Ongoing Support of NAIC Programs, Products or Services

1. The Antifraud (D) Task Force will:

A. Work with NAIC committees, task forces, and working groups (e.g., Title Insurance (C) Task Force, etc.) to
review issues and concerns related to fraud activities and schemes related to insurance fraud.

B. Coordinate efforts to address national concerns related to agent fraud and activities of unauthorized
agents related to insurance sales.

C. Coordinate the enforcement and investigation efforts of state and federal securities regulators with
state insurance fraud bureaus.

D. Coordinate with state, federal, and international law enforcement agencies in addressing antifraud issues
relating to the insurance industry.

E. Review and provide comments to the International Association of Insurance Supervisors (lAIS) on its
Insurance Core Principles (ICPs) related to insurance fraud.

F. Coordinate activities and information from national antifraud organizations, and provide information
to state insurance fraud bureaus.

G. Coordinate activities and information with state and federal fraud divisions to determine guidelines that
will assist with reciprocal involvement concerning antifraud issues resulting from natural disasters and
catastrophes.

H. Coordinate efforts with the insurance industry to address antifraud issues and concerns.

I.  Evaluate and recommend methods to track national fraud trends.

J.  Develop seminars, trainings, and webinars regarding insurance fraud. Provide three webinars by the 2025
Fall National Meeting.

2. The Antifraud Technology (D) Working Group will:

A. Work with the NAIC to develop an Antifraud Plan Repository to be used by insurers to create and store an
electronic fraud plan for distribution among the states/jurisdictions. Complete by the 2025 Fall National
Meeting.

B. Evaluate sources of antifraud data, and propose methods for enhancing the utilization and exchange of
information among state insurance regulators, fraud investigative divisions, law enforcement officials,
insurers, and antifraud organizations. Complete by the 2025 Fall National Meeting.
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ANTIFRAUD (D) TASK FORCE (Continued)

3. The Improper Marketing of Health Insurance (D) Working Group will:

A. Coordinate with state insurance regulators, both on a state and federal level, to provide assistance and
guidance monitoring the improper marketing of health plans, and coordinate appropriate enforcement
actions, as needed, with other NAIC committees, task forces, and working groups.

B. Review existing NAIC models and guidelines that address the use of lead generators for sales of health
insurance products, and identify models and guidelines that need to be updated or developed to address
current marketplace activities.

NAIC Support Staff: Greg Welker/Lois E. Alexander

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member%20Meetings/D%20CMTE/2024%20Fall/AFTF/AFTF%20Charges%202025/Proposed
%20AFTF%202025%20Charges%20-%20Adopted%20by%20AFTF.docx
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Adopted by the Executive (EX) Committee and Plenary, XX, 2024
Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 2024
Adopted by the Producer Licensing (D) Task Force, Oct. 31, 2024

2025 Proposed Charges

PRODUCER LICENSING (D) TASK FORCE

The mission of the Producer Licensing (D) Task Force is to 1) develop and implement uniform license applications,
standards, interpretations, and treatment of producer and adjuster licensees and licensing terminology;
2) monitor and respond to developments related to licensing reciprocity; 3) coordinate with industry and
consumer groups regarding priorities for licensing reforms; and 4) provide direction based on NAIC membership
initiatives to the National Insurance Producer Registry (NIPR) Board of Directors regarding the development and
implementation of uniform producer licensing initiatives, with a primary emphasis on encouraging the use of
electronic technology.

Ongoing Support of NAIC Programs, Products, or Services

1. The Producer Licensing (D) Task Force will:

A

Work closely with NIPR to encourage the full utilization of NIPR products and services by all the states and
producers, and encourage accurate and timely reporting of state administrative actions to the NAIC's
Regulatory Information Retrieval System (RIRS) to ensure that this data is properly reflected in the State
Producer Licensing Database (SPLD) and the Producer Database (PDB). (Ongoing Maintenance)

Facilitate roundtable discussions, as needed, with the state producer licensing directors for the exchange
of views, opinions, and ideas on producer licensing activities in the states and at the NAIC. (Ongoing
Maintenance)

Discuss, as necessary, state perspectives regarding the regulation and benefit of the activities of the
federal Affordable Care Act (ACA), established enrollment assisters (including navigators and non-
navigator assisters and certified application counselors), and the activities of producers in assisting
individuals and businesses purchasing in the health insurance marketplaces. Coordinate with the Health
Insurance and Managed Care (B) Committee and the Antifraud (D) Task Force, as necessary. (Ongoing
Maintenance)

Monitor the activities of the National Association of Registered Agents and Brokers (NARAB) in the
development and enforcement of the NARAB membership rules, including the criteria for successfully
passing a background check. (Ongoing Maintenance)

Coordinate through NAIC staff to provide guidance to NIPR on producer licensing-related electronic
initiatives. Hear a report from NIPR at each national meeting. (Ongoing Maintenance)

Coordinate with the Market Information Systems (D) Task Force and the Antifraud (D) Task Force to
evaluate and make recommendations regarding the entry, retention, and use of data in the NAIC’'s Market
Information Systems (MIS). (Ongoing Maintenance)

Coordinate with the Special (EX) Committee on Race and Insurance on referrals affecting insurance
producers. (Ongoing Maintenance)

Discuss how criminal convictions may affect producer licensing applicants, review, and amend the NAIC’s
Guidelines for State Insurance Regulators to the Violent Crime Control and Law Enforcement Act of 1994
as needed to create a more simplified and consistent approach in how states review 1033 waiver requests.
(Ongoing Maintenance)

2. The Adjuster Licensing (D) Working Group will:

A.

Monitor state implementation of adjuster licensing and reciprocity; update the NAIC adjuster licensing
standards, as necessary. (Ongoing Maintenance)



PRODUCER LICENSING (D) TASK FORCE (continued)

3. The Producer Licensing Uniformity (D) Working Group will:

A. Work closely with state producer licensing directors and exam vendors to ensure that 1) the states achieve
full compliance with the standards in order to achieve greater uniformity and 2) the exams test the
qualifications for an entry-level position as a producer. (Ongoing Maintenance)

B. Provide oversight and ongoing updates to the State Licensing Handbook, as needed. (Ongoing
Maintenance)

C. Monitor and assess the state implementation of the Uniform Licensing Standards (ULS) and update the
standards, as needed. (Ongoing Maintenance)

D. Review and update the NAIC's uniform producer licensing applications and uniform appointment form, as
needed. Provide any recommended updates to the Producer Licensing (D) Task Force by the NAIC Summer
National Meeting. (Ongoing Maintenance)

4. The Uniform Education (D) Working Group will:

A. Update the reciprocity guidelines, the uniform application forms for continuing education (CE) providers,
and the process for state review and approval of instructors and courses, as needed. Provide any
recommended updates to the Producer Licensing (D) Task Force by the Fall National Meeting. (Ongoing
Maintenance)

B. Coordinate with NAIC parent committees, task forces, and/or working groups to review and provide
recommendations on prelicensing education and CE requirements that are included in NAIC model acts,
regulations, and/or standards, as necessary. (Ongoing Maintenance)

NAIC Support Staff: Tim Mullen/Greg Welker
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Attachment Three

Chapter 23—Conducting the Life and Annuity Examination

STANDARDS
OPERATIONS/MANAGEMENT

Standard 1
The regulated entity files all certifications with the insurance department, as required by statutes, rules and
regulations.

Apply to: All regulated entities
Priority: Essential
Documents to be Reviewed
Applicable statutes, rules and regulations
Insurance department records of certifications made by the regulated entity

Others Reviewed

NAIC Model References

Advertisements of Life Insurance and Annuities Model Regulation (#570)
Life Insurance Illustrations Model Regulation (#582) and Actuarial Guideline XLIX-A—The Application of the Life
Hllustrations Model Regulation to Policies with Index-Based Interest (AG 49-A)

Review Procedures and Criteria

The illustration actuary should file a certification with the insurance department annually for all policies for which
illustrations are used (Model #582, Section 11). For indexed universal life (IUL) illustrations, AG 49-A expands
upon and supersedes the illustration requirements in Model #582.

A responsible officer of the insurer, other than the illustration actuary, should certify annually that the illustration
formats meet all applicable requirements and that the scales used in insurer-authorized illustrations are those scales
certified by the illustration actuary. In addition, the officer must certify that the regulated entity has provided its
producers with information about the expense allocation method used and disclosed by the regulated entity in its
illustrations (Model #582, Section 11).

Note: The annual certifications should be provided each year by a date determined by the insurer.
Each insurer should file with its annual statement a certificate of compliance executed by an authorized officer
stating that the advertisements which were disseminated by or on behalf of the insurer during the statement year

complied, or were made to comply, in all respects with the rules governing the advertising of life insurance (Model
#570, Section 9C).

C. Marketing and Sales

2. Techniques
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This area of review should include all advertising and sales material and all producer sales training materials

to determine compliance with statutes, rules and regulations. Information from other jurisdictions may be

reviewed, if appropriate. The examiner may contact policyholders, producers and others to verify the
accuracy of information provided or to obtain additional information.

As with all of its advertising, regardless of the medium, every insurance company is required to have
procedures in place to establish and at all times maintain a system of control over the content, form and
method of dissemination of all of its advertisements. All of these advertisements maintained by or for and
authorized by the insurer are the responsibility of the insurer.

The exact same regulations and statutes (such as the Unfair Trade Practices Act (#880)) that apply to
conventional advertising also apply to Internet advertising. Bearing that in mind, when the examiner is
reviewing a company’s Internet advertisements, it is important to also review the safeguards implemented
by the company.

All advertisements are required to be truthful and not misleading in fact or by implication. The form and
content of an advertisement of a policy shall be sufficiently clear so as to avoid deception. The
advertisement shall not have the capacity or tendency to mislead or deceive. Whether an advertisement has
the capacity or tendency to mislead or deceive shall be determined upon reviewing the overall impression
that the advertisement reasonably may be expected to create upon a person of average education or
intelligence within the segment of the public to which the advertisement is directed.

There may be special requirements for applicants age 60 or older. The examiner should refer to statutes,
rules and regulations to determine what requirements apply.

In addition to reviewing advertising, examiners should be aware that several NAIC models impose
additional duties on regulated entities which go beyond the delivery of accurate information to consumers.
If an insurance product is involved and a regulated entity, producer or a registered representative makes a
recommendation regarding that insurance product, both insurance suitability laws and insurance
replacement laws may apply to the transaction. A person who is advising a consumer about an insurance
product, even if it is to replace it with a non-insurance product, must hold an insurance license. An insurance
producer who does not hold a license as a registered representative should not give advice or
recommendations about securities products.

The Life Insurance and Annuities Replacement Model Regulation (#613) was thoroughly updated and
expanded in 1998. The new model applies to annuities and life insurance products and requires delivery of
certain notices if the proposed purchaser has any existing life insurance or annuity products. Under the new
model, insurers are required to have systems in place to monitor compliance with replacement procedures.
Under the old model, which is still in place in a number of states, producers generally make a decision at
the point of sale as to whether the transaction involves a replacement. Under either model, market regulators
should review insurer systems and should also sample transactions that are not reported as replacements to
verify that the insurer’s system is effective in properly identifying replacement transactions.

Historically, replacement ratios were quite low. This was due in part to the fact that the definition of a
replacement under the “old” Life Insurance and Annuities Replacement Model Regulation (#613) only
applied to life insurance products and external replacements. Under the prior model, either the producer or
the insurer made a decision as to whether the transaction involved a “replacement.”

The new model covers internal and external replacement and, if any funds for the new product come from
an existing product, the transaction is a replacement and must be reported as such. There are several limited
exceptions. Another factor in the increase in replacement activity is the tendency of consumers to move
funds between investment and insurance products when the stock market fluctuates. In such transactions,
an analysis should be performed to determine whether the insurer has systems in place to supervise its
producers. Regulators should review transactions involving the sale or replacement of variable products
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involving the insurer and its products to verify that a system is in place to confirm that its producers are

properly licensed. In the context of the examination, an examiner or analyst is only responsible for
reviewing the conduct of insurance producers and conduct which requires an insurance producer license.

The Suitability in Annuity Transactions Model Regulation (#275) was adopted in 2020. But it was initially
adopted in 2006, and revised in 2010, and was a successor to the Senior Protection in Annuity Transactions
Model Regulation. The 2006 amendments to the previous model removed all references to seniors among
other improvements. Variations of the 2020 model have been adopted in some jurisdictions. Section 989J
of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (“Dodd-Frank Act”)
specifically refers to this model regulation as the “Suitability in Annuity Transactions Model Regulation.”
Section 989J of the Dodd-Frank Act confirmed this exemption of certain annuities from the Securities Act
of 1933 and confirmed state regulatory authority. This model also specifically identifies annuities which
are exempt. This regulation is a successor regulation that exceeds the requirements of the 2010 model
regulation. Examiners should reference their own jurisdiction’s versions and adjust review standards
accordingly.

The 2020 version of Model #275 requires producers to act in the best interest of consumers when making
a sale or recommendation of an annuity and requires insurers to maintain a system of supervision, and the
model lays out specific steps that are required to meet that best interest standard. Provisions of the model
set forth duties for insurers and producers and indicate insurers are responsible for compliance with the
regulation. The model also indicates the commissioner may order corrective action be taken by the insurer,
producer, general agency, contracting agency or independent agency. Because of the different types of
requirements, review standards are designed separately for examination of insurers and producers.

Licensees are required to maintain, or be able to make available to the commissioner, records of the
information required in Model #275 that are collected from the consumer, disclosures made to the
consumer, including summaries of oral disclosures and other information used in making the
recommendations that were the basis for insurance transactions for state-specific numbers of years after the
insurance transaction is completed by the insurer. An insurer is permitted, but shall not be required, to
maintain documentation on behalf of a producer. Records required to be maintained by this regulation may
be maintained in paper, photographic, micro-process, magnetic, mechanical, or electronic media or by any
process that accurately reproduces the actual document.

Market regulators should also be aware that sales of products, such as fixed-index annuities (formerly
referred to as equity-indexed annuities) and index life insurance products (such as universal index life
insurance) continue to increase. These products typically include features that require an understanding of
bonuses, guaranteed elements and an array of interest-crediting methods. In some cases, existing NAIC
model laws and regulations may not give specific guidance on all aspects of all products. In such instances,
examiners may rely on general principles found in Model #880, the Life Insurance Disclosure Model
Regulation (#580) and the Annuity Disclosure Model Regulation (#245).

Model #582 sets out a variety of requirements to prevent insurers from using misleading illustrations in the
sale of life insurance. AG 49-A;-eriginaly-adepted-by-—the NAICin2045-expands upon and supersedes
some of the illustration requirements of Model #582. It provides guidance and limitations for indexed
universal life (IUL) illustrations. In simple terms, Section 4 and Section 5 of AG 49-A set maximum
crediting rates for illustrations. Section 6 addresses illustrations of policy loans, and Section 7 requires
illustrations beyond those required in Model #582. The implementation of AG 49 was phased as follows:
e Section 4 and Section 5 shall be effective for all new business and in force life insurance
illustrations on policies sold on or after Sept. 1, 2015;
e Effective March 1, 2017, Section 4 and Section 5 shall be effective for all in force life insurance
illustrations on policies within the scope of this actuarial guideline, regardless of the date the policy
was sold; and
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e Section 6 and Section 7 shall be effective for all new business and in force life insurance
illustrations on policies sold on or after March 1, 2016.

Testing the compliance of illustrations with Model #582 and AG 49-A will be complex, and the examiner
will likely seek assistance from an actuary familiar with and capable of testing compliance with Model
#582 and AG 49-A. In such cases, the examiner should work with the actuary to determine the appropriate
information to request from the insurer necessary to enable the actuary and examiner in testing the
compliance of the illustrations.

Evaluation of compliance with annuity suitability may best be accomplished through a process and
procedure review coupled with sampling. The process and procedure portion of the review is a good
example of a function where states may wish to coordinate their reviews and share responsibilities. A
continuum approach, such as use of a desk audit, may also be appropriate. Sampling enables examiners to
evaluate whether the established processes have been clearly communicated and implemented rather than
to function as a means to "second-guess" each individual suitability determination. Company programs for
reviewing suitability may vary widely and should not be considered a "once-size-fits-all" approach. Annuity
products can be designed or tailored to serve a wide variety of clientele and customer objectives.

Some insurers may outsource the administration of their suitability review, while maintaining ultimate
responsibility for the outcomes. It may be instructive for examiners to become familiar with the structure
and practices of commonly used services that perform suitability reviews. Examiners may also want to
become familiar with vendor-owned services commonly used by insurers to document their suitability
reviews.

The NAIC Stranger-Originated Annuity Transactions Sample Bulletin was adopted by the NAIC in October
2011. The bulletin was developed to address stranger-originated annuity transactions (STOA). Similar to
stranger-originated life insurance transactions (STOLI), STOA transactions provide annuity contracts for
the benefit of investors.

In STOAs, insurance producers and/or investors offer an individual, who is usually a “stranger” to the
producer and/or investor, a nominal fee for the use of the individual’s identity as the annuitant in an
investment-oriented annuity.

Typically, individuals targeted to serve as annuitants are in extremely poor health and are not expected to
live beyond the first year of the policy. In order to find individuals who meet the aforementioned criteria,
producers and/or investors have been known to take out advertisements in papers as well as solicit
individuals residing in nursing homes or hospice facilities.

Once an individual has agreed to the set of conditions posed, the producer will complete the annuity
application, ensuring that particular riders, such as a bonus rider or a guaranteed minimum death benefit,
are in place to maximize the rate of return for those financing the transaction. Depending on the number of
companies the producer represents and the commission policies in effect, the producer may seek to use
multiple policies from various companies.

To avoid added scrutiny of the policy or detection of the scheme, producers and/or investors involved in
STOAs will often take precautions to ensure that the dollar amount of the annuity falls below specific
underwriting guidelines, while other annuities above these dollar amounts are subject to more stringent
underwriting. After the annuity is issued, then the investor will significantly increase their investment in
the annuity. A trust or an organization may additionally be named as beneficiary of the annuity in order to
hide the true identity of those who will benefit from the annuitant’s death.

As the financial implications of STOA transactions could be detrimental to both companies and consumers,
the adopted bulletin recommends that insurance companies take certain actions to mitigate their exposure
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to STOA transactions, which are outlined in the NAIC Stranger-Originated Annuity Transactions Sample
Bulletin.

It is appropriate for the examiner to remind annuity insurers of this bulletin and to ask if the insurer has
considered this bulletin when implementing compliance and/or enterprise risk management procedures.

STANDARDS
MARKETING AND SALES

Standard 1
All advertising and sales materials are in compliance with applicable statutes, rules and regulations.

Apply to: All life and annuity products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations

All company advertising and sales materials, including radio and audiovisual items, such as television
commercials, telemarketing scripts and pictorial materials

Policy forms, including any required buyers’ guides as they coincide with advertising and sales materials
Producers’ own advertising and sales materials
All documents related to the development of crediting rates used in illustrations

Others Reviewed

NAIC Model References

Advertisements of Life Insurance and Annuities Model Regulation (#570), Section 3B

Risk-Based Capital (RBC) for Insurers Model Act (#312), Section 8B

Modified Guaranteed Annuity Model Regulation (#255), Section 4B

Life Insurance Disclosure Model Regulation (#580), Section 8C

Unfair Trade Practices Act (#880)

Annuity Disclosure Model Regulation (#245), Section 6 plus appendix

Long-Term Care Insurance Model Act (#640)

Life Insurance Illustrations Model Regulation (#582) and Actuarial Guideline XLIX-A—The Application of the Life
Hllustrations Model Regulation to Policies with Index Based Interest (AG 49-A)

Suitability in Annuity Transactions Model Regulation (#275)

Military Sales Practices Model Regulation (#568)

Review Procedures and Criteria

Evaluate the company’s system for controlling advertisements. Every insurer should have and maintain a system of
control over the content, form and method of dissemination of all advertisements of its policies. All
advertisements—regardless of by whom written, created, designed or presented—are the responsibility of the
insurer.
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Ensure the company maintains, at its home or principal office, a complete file containing a specimen copy of every
printed, published or prepared advertisement of its individual policies and specimen copies of typical printed,
published or prepared advertisements of its blanket, franchise and group policies. There should be a notation
indicating the manner and extent of distribution and the form number of every policy advertised. All advertisements
should be maintained in the file for a period of either 4 years or until the filing of the next regular report on
examination of the company, whichever is the longer period of time.

Review advertising materials in conjunction with the appropriate policy form.

Materials should not:

Misrepresent policy benefits, advantages or conditions by failing to disclose limitations, exclusions or
reductions, or use terms or expressions that are misleading or ambiguous;

Make unfair or incomplete comparisons with other policies;

Make false, deceptive or misleading statements or representations with respect to any person, company or
organization in the conduct of insurance business;

Offer unlawful rebates;

Use terminology that would lead a prospective buyer to believe that he/she is purchasing an investment or
savings plan. Problematic terminology may include such terms as: investment, investment plan, founder’s
plan, charter plan, deposit, expansion plan, profit, profits, profit sharing, interest plan, savings or savings
plan;

Omit material information or use words, phrases, statements, references or illustrations, if such omission
or such use has the capacity, tendency or effect of misleading or deceiving purchasers or prospective
purchasers as to the nature or extent of any policy benefit payable, loss covered, premium payable, or state
or federal tax consequences;

Use terms such as “non-medical” or “no medical examination required” if the issue is not guaranteed, unless
the terms are accompanied by a further disclosure of equal prominence and juxtaposition that issuance of
the policy may depend on the answers to the health questions set forth in the application;

State that a purchaser of a policy will share in or receive a stated percentage or portion of the earnings on
the general account assets of the company;

State or imply that the policy or combination of policies is an introductory, initial or special offer, or that
applicants will receive substantial advantages not available at a later date, or that the offer is available only
to a specified group of individuals, unless that is the fact. Enrollment periods may not be described as terms
such as “special” or “limited” when the insurer uses successive enrollment periods as its usual method of
marketing its policies;

State or imply that only a specific number of policies will be sold, or that a time is fixed for the
discontinuance of the sale of the particular policy advertised, because of special advantages available in the
policy;

Offer a policy that utilizes a reduced initial premium rate in a manner that overemphasizes the availability
and the amount of the reduced initial premium. When an insurer charges an initial premium that differs in
amount from the amount of the renewal premium payable on the same mode, all references to the reduced
initial premium should be followed by an asterisk or other appropriate symbol which refers the reader to
that specific portion of the advertisement which contains the full rate schedule for the policy being
advertised;

Imply licensing beyond limits, if an advertisement is intended to be seen or heard beyond the limits of the
jurisdiction in which the insurer is licensed;

Exaggerate the fact, suggest or imply that competing insurers or insurance producers may not be licensed,
if the advertisement states that an insurer or insurance producer is licensed in the state where the
advertisement appears;

Create the impression that the insurer, its financial condition or status, the payment of its claims or the
merits, desirability or advisability of its policy forms or kinds of plans of insurance are recommended or
endorsed by any governmental entity. However, where a governmental entity has recommended or endorsed
a policy form or plan, that fact may be stated, if the entity authorizes its recommendation or endorsement
to be used in an advertisement;
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e State or imply that prospective insureds are or become members of a special class, group or quasi-group
and enjoy special rates, dividends or underwriting privileges, unless that is a fact;
¢ Contain an assertion, representation or statement with regard to the risk-based capital levels of any insurer
or of any component derived in the calculation;
e Use the existence of the insurance guaranty association for the purpose of sales, solicitation or inducement
to purchase any form of insurance covered by the association;
e Misrepresent the dividends or share of the surplus to be received on any policy;
e Make a false or misleading statement as to the dividends or share of surplus previously paid on a policy;
e Misrepresent any policy as being shares of stock; and Illustrations of benefits payable under any modified
guaranteed life insurance shall not include projections of past investment experience. Hypothetical assumed
interest credits may only be used if it is made clear that such are hypothetical only.

Materials should:

e (learly disclose name and address of insurer;

e Ifusing a trade name, disclose the name of the insurer, an insurance group designation, name of the parent
company of the insurer, name of a particular division of the insurer, service mark, slogan, symbol or other
device or reference, if the advertisement would have the capacity or tendency to mislead or deceive as to
the true identity of the insurer, or create the impression that a company other than the insurer would have
any responsibility for the financial obligation under a policy;

Prominently describe the type of policy being advertised;

Indicate that the product being marketed is insurance;

Comply with applicable statutes, rules and regulations;

Cite the source of statistics used;

Identify the policy form that is being advertised, where appropriate;

Clearly define the scope and extent of a recommendation by any commercial rating system;

Only include testimonials, appraisals or analysis if they are genuine, represent the current opinion of the

author, are applicable to a policy advertised and accurately reproduced to avoid misleading or deceiving

prospective insureds. Any financial interest by the person making the testimonial in the insurer or related

entity must be prominently disclosed;

e Only state or imply endorsement by a group of individuals, society, association, etc., if it is a fact, and any
proprietary relationship or payment for the testimonial must be disclosed; and

e The sales material for any modified guaranteed life insurance must clearly illustrate there can be both
upward and downward adjustments to nonforfeiture benefits, due to the application of the market value
adjustment formula.

Determine if the company approves producer sales materials and advertising. Determine if advertisements or lead-
generating calls falsely project the image that they were sent by a government agency.

Determine if the advertising and solicitation materials mislead consumers relative to the producer’s capacity as a
life insurance agent. Improper terms may include financial planner, investment advisor, financial consultant or
financial counseling, if they imply the producer is primarily engaged in an advisory business in which compensation
1s unrelated to sales, if such is not the case.

Determine if the company has procedures in place to monitor the use of senior-specific certifications or professional
designations used by producers that solicit for the company.

Determine if the company allows its life and annuity products to be marketed to the military. If so, review the
company procedures to ensure that the procedures are in compliance with all applicable laws and regulations

regarding sales to military personnel.

Determine if analogies between a life insurance policy’s cash values and savings accounts or other investments and
between premium payments and contributions to savings accounts or other investments are complete and accurate.

© 2024 National Association of Insurance Commissioners Page 7 of 14



Attachment Three

Market Regulation and Consumer Affairs (D) Committee
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Determine if the advertisement states or implies in any way that interest charged on a policy loan or the reduction

of death benefits by the amount of outstanding policy loans is unfair, inequitable or in any manner an incorrect or
an improper practice.

If nonforfeiture values are shown in any advertisement, ensure the values are shown, either for the entire amount of
the basic life policy death benefit, or for each $1,000 of initial death benefit.

9% ¢ 99 e 9 ¢ 9% <c

Review the use of the words/phrases “free,” “no cost,” “without cost,” “no additional cost,” “at no extra cost” or
words/phrases of similar import. Such words/phrases should not be used with respect to any benefit or service being
made available with a policy, unless true. If there is no charge to the insured, then the identity of the payor must be
prominently disclosed. An advertisement may specify the charge for a benefit or a service or may state that a charge
is included in the premium or use other appropriate language.

Ensure the advertisement does not contain a statement or representation that premiums paid for a life insurance
policy can be withdrawn under the terms of the policy. Reference may be made to amounts paid into an advance
premium fund, which are intended to pay premiums at a future time, to the effect that they may be withdrawn under
the conditions of the prepayment agreement. Reference may also be made to withdrawal rights under any
unconditional premium refund offer.

If an advertisement represents a pure endowment benefit as a “profit” or “return” on the premium paid, rather than
as a policy benefit for which a specified premium is paid, it is deemed deceptive and misleading and is prohibited.

Determine that company procedures and materials relative to long-term care (LTC) products comply with “right to
free look” requirements.

Review the company and producer’s websites with the following questions in mind:

e Does the website disclose who is selling/advertising/servicing for the website?

e Does the website disclose what is being sold or advertised?

e If required by statutes, rules or regulations, does the website reveal the physical location of the
company/entity?
Does the website reveal the jurisdictions where the advertised product is (or is not) approved, or use some
other mechanism (including, but not limited to, identifying persons by geographic location) to accomplish
an appropriate result?

For the review of Internet advertisements:
e Run an inquiry with the company’s name;
Review the company’s home page;
Identify all lines of business referenced on the company’s home page;
Research the ability to request more information about a particular product and verify the information
provided is accurate; and
Review the company’s procedures related to producers’ advertising on the Internet and ensure the company
requires prior approval of the producer pages, if the company name is used.

A summary of special requirements is available for the following:
Products sold using enrollment periods;

Direct response products;

Graded or modified benefit policies;

Policies with premium changes;

Policies with non-guaranteed elements;

Products sold to students;

Individual deferred annuity products or deposit funds; and
Combination life insurance and annuity products.
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Review advertising carefully for use of the term “guarantee.” Verify that the scope and duration of any guarantee

is accurately described. Determine that the regulated entity has accurately portrayed non-guaranteed elements.
Verify that complete information is provided regarding the scope and duration of guarantees.

Review advertising carefully for use of the term “bonus.” Review the functioning of any such bonus payments and
verify that the information provided is accurate in describing the amount and the conditions for payment, retention
or recoupment of the bonus.

Review advertising carefully for explanations of surrender periods and charges. Review the functioning of any such
surrender charge and, in particular, how the charge is calculated in death claims. Verify that the information
provided regarding the amount of the charge and the conditions for assessment are accurate.

Index products
For advertising for interest-sensitive products, review explanations of the crediting methods and terms. Review the

functioning of the crediting methods to determine that the explanations are understandable and accurate. Verify that
accurate information is provided regarding the options available to the consumer and the methods by which the
consumer is to exercise the options.

In addition to reviewing the advertising of indexed products, the examiner should review the illustration for
compliance with Model #582 to ensure that, among other things, unreasonable or deceptive crediting rates are not
being used in the illustrations and that the illustrations provide the consumer with the information required by Model
#582 and, for indexed universal life (IUL) products, AG 49-A. Determine whether the explanations and information
provided regarding the options available to the consumer are consistent with the requirements and limitations of
Model #582 in AG 49-A.

Review the methods used by the regulated entity, annually or otherwise, to convey ongoing information about
policy/contract values and options available to the consumer to change interest-crediting methods or exercise other
policy/contract features in future terms.

STANDARDS
MARKETING AND SALES

Standard 4
An illustration used in the sale of a policy contains all required information and is delivered in accordance
with statutes, rules and regulations.

Apply to: All life products

Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations

Actuarial records

All documents related to the development of crediting rates used in illustrations
Underwriting file

Others Reviewed
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NAIC Model References

Life Insurance Illustrations Model Regulation (#582) and Actuarial Guideline XLIX-A—The Application of the Life
Hllustrations Model Regulation to Policies with Index Based Interest (AG 49-A)

Universal Life Insurance Model Regulation (#585)

Variable Life Insurance Model Regulation (#270)

Life Insurance Disclosure Model Regulation (#580)

Review Procedures and Criteria
Note: Some policies may be deemed to be sold without an illustration.

If a jurisdiction continues to require surrender cost indices, ensure it is appropriately disclosed in the Statement of
Policy Cost and Benefit.

Ensure that the insurer, its producers or authorized representatives do not:

e Represent the policy as anything other than a life insurance policy;

e Use or describe non-guaranteed elements in a manner that is misleading or has the capacity or tendency to
mislead;

e State or imply that the payment or amount of non-guaranteed elements is guaranteed;

e Use an illustration that does not comply with statutes;

e Use an illustration that at any policy duration depicts policy performance more favorable to the policyowner
than that produced by the illustrated scale of the insurer whose policy is being illustrated;

e Provide an applicant with an incomplete illustration;

e Represent in any way that premium payments will not be required for each year of the policy in order to
maintain the illustrated death benefits, unless that is the fact;

e Use the terms “vanish,” “vanishing premium” or similar terms that imply that the policy becomes paid-up,
to describe a plan for using non-guaranteed elements to pay a portion of future premiums;

e Except for policies that can never develop nonforfeiture values, use an illustration that is “lapse-supported”;
or

e Use an illustration that is not “self-supporting.”

Ensure that the insurer has a documented, reasonable methodology for the manner in which it determines its index-
crediting strategy. Verify that the insurer has a system which monitors the interest rates used by its insurance producers
in illustrations for compliance with the insurer’s credited interest rates.

Model #582 sets out a variety of requirements to prevent insurers from using unreasonable or misleading
illustrations in the sale of life insurance. AG 49-A;-eriginallyadopted-by-the NAICin2045-expands upon and
supersedes some of the illustration requirements of Model #582 for indexed universal life (IUL) illustrations. In
simple terms, Section 4 and Section 5 of AG 49-A set maximum crediting rates for illustrations. Section 6 addresses
illustrations of policy loans, and Section 7 requires illustrations beyond those required in Model #582. The
implementation of AG 49 was phased as follows:
e Section 4 and Section 5 shall be effective for all new business and in force life insurance illustrations on
policies sold on or after Sept. 1, 2015;
e Effective March 1, 2017, Section 4 and Section 5 shall be effective for all in force life insurance illustrations
on policies within the scope of this actuarial guideline, regardless of the date the policy was sold; and
e Section 6 and Section 7 shall be effective for all new business and in force life insurance illustrations on
policies sold on or after March 1, 2016.

Testing the compliance of illustrations with Model #582 and AG 49-A will be complex, and the examiner will likely
seek assistance from an actuary familiar with and capable of testing compliance with Model #582 and AG 49-A. In
such cases, the examiner should work with the actuary to determine the appropriate information to request from the
insurer necessary to enable the actuary and examiner in testing the compliance of the illustrations.
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The following are more complex requirements of AG 49-A, which may require the assistance of an actuary or other
person with expertise in evaluating illustration crediting methodologies and calculations:

e Fornew business and in force life insurance illustrations on policies sold on or after Sept. 1, 2015, determine
whether the credited rate for the Illustrated Scale has been limited according to the requirements of Section
4

e Fornew business and in force life insurance illustrations on policies sold on or after Sept. 1, 2015, determine
whether the earned interest rate for the Disciplined Current Scale has been limited according to the
requirements of Section 5;

e For new business and in force life insurance illustrations on policies sold on or after March 1, 2016, ensure
that if the illustration includes a loan, the illustrated rate credited as compared to the illustrated loan charge
has been limited according to the requirements of Section 6;

e For new business and in force life insurance illustrations on policies sold on or after March 1, 2016, ensure
that the basic illustration includes a ledger using the Alternate Scale shown alongside a ledger using the
illustrated scale with equal prominence according to the requirements of Section 7.A;

e For new business and in force life insurance illustrations on policies sold on or after March 1, 2016, ensure
that the basic illustration includes a table showing the minimum and maximum of the geometric average
annual credited rates as referenced in Section 7.B; and

e For new business and in force life insurance illustrations on policies sold on or after March 1, 2016, ensure
that the basic illustration includes a table showing actual historical index changes and corresponding
hypothetical interest rates using current index parameters for the most recent 20-year period for each Index
Account illustrated, as required by Section 7.C.

Ensure that the insurer has established requirements for producers to provide universal life applicants with a
“Statement of Policy Information.” The statement should substantially follow the format set forth in the Universal
Life Insurance Model Regulation (#585). Insurers that use direct response solicitation of universal life insurance
products should provide such a statement at the time of policy delivery.

Ensure illustrations are retained in accordance with statutes, rules and regulations. A copy of the basic illustration
and a revised basic illustration (if any) signed, as applicable, or a certification that either no illustration was used or
that the policy was applied for other than as illustrated, should be retained until 3 years after the policy is no longer
in force.

Determine if the illustration is submitted to the regulated entity as required.

e If a basic illustration is used by an insurance producer or other authorized representative of the insurer in
the sale of a life insurance policy and the policy is applied for as illustrated, a copy of the illustration must
be submitted to the insurer at the time of policy application. A copy must also be provided to the applicant.

e Ifthe policy is issued other than as applied for:

e A revised basic illustration conforming to the policy as issued should be sent with the policy;

e The revised illustration should be labeled “Revised Illustration”;

e The illustration should be signed and dated by the applicant or policyowner and producer or other
authorized representative of the insurer no later than the time the policy is delivered; and

e A copy must be provided to the insurer and the policyowner.

e If no illustration is used by an insurance producer or other authorized representative, or if the policy is
applied for other than as illustrated:
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e The producer or representative must certify to that effect in writing on a form provided by the
Insurer;

e The applicant should acknowledge (on the same form) that no illustration conforming to the policy
applied for was provided and also acknowledge an understanding that an illustration conforming to
the policy as issued will be provided no later than the time of policy delivery; and

e The form must be submitted to the insurer at the time of application.

e If the basic or revised illustration is sent by mail from the insurer:

e It should include instructions for the applicant/policyowner to sign the duplicate copy of the
numeric summary page and return the signed copy; and

e An insurer’s obligation will be satisfied if it demonstrates a diligent effort to obtain the signature.
Diligent effort includes the mailing of a self-addressed postage-prepaid envelope with instructions
for the return of the signed page.

Ensure a signed copy of the basic illustration and revised basic illustration, if any, or a certification that either no
illustration was used or that the policy was applied for other than as illustrated is retained until 3 years after the
policy is no longer in force. (A copy does not have to be retained if the policy is not issued.)

A summary of illustration requirements is available with special requirements for:
Basic illustrations;

Supplemental illustrations;

Interest-indexed universal life;

Universal life; and

Variable life.

STANDARDS
MARKETING AND SALES

Standard 14
The insurer has procedures in place to provide full disclosure to consumers regarding all sales of products
involving index life, and all sales are in compliance with applicable statutes, rules and regulations.

Apply to: All index life products

Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations

Policy/Underwriting file

Agency correspondence file/Agency bulletins

Agency procedural manual

All documentation demonstrating the development of crediting rates used in illustrations
Claim files

Complaint log

Agency sales/lapse records
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Regulated entity’s systems manual
Regulated entity’s producer training materials

Contracts with third-party vendors with compliance responsibilities

Others Reviewed

NAIC Model References

Advertisements of Life Insurance and Annuities Model Regulation (#570), Section 3B

Life Insurance Disclosure Model Regulation (#580), Section 8C

Unfair Trade Practices Act (#880)

Life Insurance Illustrations Model Regulation (#582) and Actuarial Guideline XLIX-A—The Application of the Life
Hllustrations Model Regulation to Policies with Index Based Interest (AG 49-A)

Review Procedures and Criteria

Review policy files to determine that the regulated entity is retaining required records for required time frames.

Examine the regulated entity’s procedures for verifying producer compliance with the regulated entity’s policy and
procedures

Review complaint log for complaints alleging improper or misleading sales practices.

Review documentation to ensure compliance of the insurer’s illustration methodologies with Model #582, generally,
and with AG 49-A, specifically for indexed universal life (IUL) products. Review documentation to confirm
implementation of AG 49-A at required effective dates.

Review claim files for proper interest crediting and computation of death claims.

Review commission structure and note any differences between indexed and non-indexed life insurance products.

If it appears that differences noted may be significant enough to provide incentive to a producer to recommend one
product over another regardless of suitability, perform further analysis to test that hypothesis.
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I. Supplemental Checklist for Marketing and Sales Standard #4

Determine whether, in addition to all other illustration requirements, indexed universal life (IUL) illustrations
contain or comply with the following requirements specified in Actuarial Guideline XLIX-A— The Application of
the Life lllustrations Model Regulation to Policies with Index Based Interest (AG 49-A). (Section 4 and Section 5
apply to new business and in force illustrations for policies sold on or after Sept. 1, 2015, and Section 6 and Section
7 apply to new business and in force illustrations for policies sold on or after March 1, 2016.)

Yes | No | N/A | Requirement

The illustration actuary uses the current annual cap for the Benchmark Index Account offered
with the illustrated policy (AG 49-A, Section 4.A.1.).

The illustration actuary uses a hypothetical, supportable current annual cap for a hypothetical,
supportable Index Account that meets the definition of a Benchmark Index Account (AG 49-
A, Section 4.A.ii.). Note: Actuarial judgment may be used by the illustration actuary. Support
for the determination of the hypothetical cap may be requested of the illustration actuary by
the examiner. The examiner may refer this support to an actuarial or investment specialist for
review as necessary.

The maximum credited rate used for the Illustrated Scale is the arithmetic mean of the
geometric average annual credited rates calculated in 4.A. (per AG 49-A, Section 4.B.). Note:
Review may be referred by the examiner to an actuarial or investment specialist as necessary.
Where other Index Accounts are used in illustrations, the illustration actuary determined the
Illustrated Scale (according to AG 49-A, Section 4.C.). Note: Review may be referred by the
examiner to an actuarial or investment specialist as necessary.

The insurer updated the credited rate for each Index Account (in accordance with AG 49-A
Section 4.B. and Section 4.C.) within three months of the beginning of the calendar year of
the illustration (AG 49-A, Section 4.D.).

The illustrated rate credited to the loan balance shall not exceed the illustrated loan charge by
more than 100 basis points (AG 49-A, Section 6).

The basic illustration includes a ledger using the Alternate Scale shown alongside the ledger
using the Illustrated Scale with equal prominence (AG 49-A, Section 7.A.).

The basic illustration includes a table showing the minimum and maximum of the geometric
average annual credited rates calculated in AG 49-A, Section 4.A. (AG 49-A, Section 7.B.).
The basic illustration includes a table showing actual historical index changes and
corresponding hypothetical interest rates using current index parameters for the most recent
20-year period for each Index Account illustrated (AG 49-A, Section 7.C.).

(Actuarial Guideline XLIX-A— The Application of the Life lllustrations Model Regulation to Policies with Index-
Based Interest)
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Nlp NATIONAL INSURANCE
PRODUCER REGISTRY

Proposed Uniform Application Changes

At the request of the NAIC Producer License Task Force, the NIPR team met and discussed the uniform
application changes that are under consideration by the Committee. The application changes were broken
out and estimated on an individual basis (Appendix A). The total number of hours that NIPR estimates it
will take to complete all changes fall into the following range in hours:

Application Low Range High Range

Type Hours Hours
Individual 3,673 7,850
Business

Entity 449 2,865
Total Hours 4,122 10,715

The results of that exercise are included in the next sections.
Work Estimates:

The team met, reviewed the requested changes, and determined that each change could impact up to
eleven products across six teams. The hours estimated included analyzing, developing, and delivering the
work to production and working with state and industry customers to coordinate the change. The estimates
do not reflect the amount of effort and work each state or back-office vendor would need to complete to be
prepared for these changes. The greatest amount of effort for NIPR involved changes to the application
where the credentialing transaction is sent to NIPR by the customers and consumed by the states.

To arrive at the estimated hours, the team sized each change into T-Shirt sizes. Those sizes were then
broken down into a range of hours necessary to complete. The Shirt Size to Hours table in Appendix B
was used to calculate the hours. These hours can be worked in parallel by different teams and the hours
reflected in the estimate should not be considered to have to happen linearly.

Implementation Timeline:

NIPR believes with the current road map and initiatives that are in progress, the best time for
implementation will be in October 2025 - February 2026 with being ready for Production between March —
May 2026 depending on state and customer implementations.
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Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

Appendix A:

™,
3
Uniform
Application Change

Appendix B:
Shirt Size to Hours
T-Shirt Size  Minimum Maximum
Hours Hours
Small 1 50
Medium 51 100
Large 101 200
X-Large 201+
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INDIVIDUAL INITIAL APPLICATION - LIST OF REVISIONS

Adopted by the Executive (EX) Committee and Plenary, XX, 20XX

Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 20XX

Adopted by the Proeducer Licenisng (D) Task Force, XX, 20XX

Adopted by the Proeducer Licenisng Uniformity (D) Working Group, May 7, 2024

# |REVISION

1 |Top of Page - Removal of Producer from title. - Individual Predteer License/Registration

2 [Top of Page - Removal of Home-State Hieenstrg#

3 [Field #13 - Home Phone Number - Changed to Heme-Personal Phone Number

4 [Field #14 - Individual Applicant Email Address - Changed to tativittatAppticant Personal Email Address

8 [Field #36 - Employment History - Removal of Language. Account for all time for the past five years. Give-attemptoymentexpireiree
starting-with-yotredrrentemptoyerworking backfive-yearsinclude full and part-time work, self-employment, military service,
unemployment and futt=tire education.

10 |Field #38 - Background Questions - Language cut from 1c and added to beginning of section.

The Applicant must read the following very carefully and answer every question. All written statements submitted by the Applicant
must include an original signature.

NOTE: For Questions 1a, 1b and 1c, “Convicted” includes, but is not limited to, having been found guilty by verdict of a judge or jury,
having entered a plea of guilty or nolo contendere or no contest.

If you answered “Yes” to any of the below questions (1a, 1b, or 1c¢), you must attach to this application:

a) a written statement explaining the circumstances of each incident,

b) a copy of the charging documents of each incident,

c) a copy of the official documents of each incident, which demonstrates the resolution of the charges or any final judgment.

11 |Field #38 Background Questions - Changed ever to EVER la.Have
you ever EVER been convicted of a misdemeanor, had a judgment withheld or deferred, or are you currently charged with committing
amisdemeanor?

12 |Field #38 Background Questions - Changed ever to EVER 1b. Have
you ever EVER been convicted of a felony, had a judgment withheld or deferred, or are you currently charged with committing a
felony?
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13

Field #38 Background Questions - Add langauge to felony conviction section

1b. Have you ever EVER been convicted of a felony, had a judgment withheld or deferred, or are you currently charged with
committing a felony? If you have
a felony conviction involving dishonesty or breach of trust, have you applied for written consent to engage in the business of
insurance in your home state as required by 18 USC 1033? (Note: For detailed information related to the
requirements of 18 USC 1033 as it pertains to insurance licensing please refer to the NAIC publication “Guidelines for State

Insurance Regulators to the Violent Crime Control and Law Enforcement Act of 1994” found at
https://www.naic.org/documents/prod_serv_legal_sir_op.pdf)

14

Field #38 Background Questions - Removal of NOTE Language and moved to top of section
1c. Have you ever been convicted of a military offense, had a judgment withheld or deferred, or are you currently charged with

committing a military offense? NOTE:ForQuestions-ta,thand

&« 2 pn

2. Haveyouevetr EVER been named or involved as a party in an administrative proceeding, including FINRA sanction or arbitration
proceeding regarding any professional or occupational license or registration?




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

16

Field #38 Background Questions - Language add to "Involded" descrption section
2. Have you ever EVER been named or involved as a party in an administrative proceeding, including FINRA sanction or arbitration
proceeding regarding any professional or occupational license or registration?

“Involved” means having a license or registration censured, suspended, revoked, canceled, terminated, restricted; or, being
assessed a fine, a cease and desist order, a prohibition order, a compliance order, placed on probation, sanctioned or surrendering a
license or entering into a settlement to resolve an administrative action. “Involved” also means being named as a party to an
administrative or arbitration proceeding, which is related to a professional or occupational license, or registration. “Involved” also
means having a license, or registration application denied or the act of withdrawing an application to avoid a denial. INCLUDE any
business so named because of your actions inyour capacity as an owner, partner, officer or director, or member or manager of a
Limited Liability Company or any other position that exercises management or control over the business. You may EXCLUDE
terminations due solely to noncompliance with continuing education requirements or failure to pay a renewal orlate filing fee.

17

Field #38 Backgroud Questions - Language added/removed to #3

3. Has any demand been made or judgment rendered against you or any business in which you are or were an owner, partner, officer
or director, or member or manager of a limited liability company, for overdue moniesby-af-instred,—orproducer have you ever EVER

been subject to a bankruptcy proceeding? Do notinclude personal bankruptcies, unless they involve funds held on behalf of others,
which would include, but is not limited to, deposits, insured’s premium payments, employee tax withholdings, escrow accounts, or

any monies held by you in a capacity for third parties.

18

Field #38 Background Questions - Language added to #6 6. Have you or
any business in which you are or were an owner, partner, officer or director, or member or manager of a limited liability company,
ever had an insurance agency or securities broker contract or any other business relationship with an insurance company or
securities business terminated for any alleged misconduct?
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19

Field #38 Background Questions - Language added/removed to #7
7. Doyou have a child support obligation in arrearage?

If you answer yes,

a) by how many months are you in arrearage?

b) are you subject of a child support related subpoena/warrantyot
agreement?

c) are you currently subject to a repayment agreement?
d) areyou currently in compliance with the repayment agreement?

(If you answered yes to 7 (c), provide documentation showing proof of current payments or an approved repayment plan from the
appropriate state child support agency.)

20

Field #38 Background Questions - Language added/removed to #8 8.Inresponseto
a “yYes” answer to one or more of the Background Questions for this application, are you submitting,or have you previously
submitted document(s) to the NAIC/NIPR Attachments Warehouse?

NOTE: The state(s) identified on this application will receive an alert that your supporting documents are available if: eYou have
previously loaded a document(s);

*You have recently submitted an application that is pending;

eYou are submitting the same type of application (resident/nonresident, initial/renewal); and

*You are answering “Yes” to the same background question(s).

If you have not previously loaded your supporting documents, you may do so after you have successfully completed your
application. You will be provided a link to the Attachment Warehouse instructions upon completion.
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22

Field #39 Applicant's Certification and Attestation - Language added/removed from #5 5. lauthorize
the jurisdictions to which this application is made to give any information concerning me, as permitted by lawand in the furtherance
of the Commissioner’s, Director’s, or Superintendent’s official duties, to any federal, state or municipal agency, or any other
organization and | release the jurisdictions and any person acting on their behalf in the furtherance of official duties thierbehatf from
any and all liability of whatever nature by reason of furnishing such information.

23

Field #39 Applicant's Certification and Attestation - New question and language added #7 7. ForNon-
Resident License Applications, | certify that | am licensed and in good standing in my home state/resident state for the lines of
authority requested from the non-resident state. The state will rely on an electronic verification of an Applicant’s resident license
through the NAIC’s State Producer Licensing Database in lieu of requiring an original Letter of Certification from the resident state.

24

Field #39 Applicant's Certification and Attestation - New question and language added #9 9.1
acknowledge that jurisdiction specific attachments may be required with this application. State Specific Requirements and Fees
information are available at www.NIPR.com. Incomplete applications may be returned as unprocessed and considered deficient.

25

Field #40 Attachments - Section Removed Theq
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INDIVIDUAL RENEWAL APPLICATION - 2018 LIST OF REVISIONS

Adopted by the Executive (EX) Committee and Plenary, XX, 20XX

Adopted by Market Regulation and Consumer Affairs (D) Committee, XX, 20XX

Adopted by the Producer Licensing (D) Task Force, XX, 20XX

Adopted by Producer Licensing Uniformity (D) Working Group, June 4, 2024

# REVISION

1 |Top of Page - Removal of Producer from title. - Individual Pregtcer License Renewal/Continuation

2 |Top of Page - Removal of taentify Home State ticensingp—

3 Field #3 - Add new field If applicable, FINRA
Individual Central Registration Depository (CRD) Number:

4 Field #7 - Add new field Are you a Citizen of the
United States? (CheckOne) 0Yes O0No (if No, of which country are you a citizen?

)

(If No, and this is an appplication for a Resident Renewal, you must supply proof of eligibility to work in the U.S.)

5 Field #14 - Individual Applicant Email Address - Changed to tadivittatAppticant Personal Email Address

6 Field #13 - Add new field - Personal Phone Number

7 Field #14 - Business Entity's Name - Added Employer's Employer's Business Entity's Name

9 Field #26 - Background Questions -Language moved from 1c. to the top of Background Question section NOTE: For Questions 1a, 1b and
1c, “Convicted” includes, but is not limited to, having been found guilty by verdict of a judge or jury, having entered a plea of guilty or nolo
contendere or no contest.
If you answer yes to any of these questions, you must attach to this application:
a) a written statement explaining the circumstances of each incident,
b) a copy of the charging document of each incident,
c) acopy of the official document of each incident, which demonstrates the resolution of the charges or any final judgment.

10 |Field #26 - Background Questions - 1a - Add EVER 1la. Have youEVER been
convicted of a misdemeanor, had a judgment withheld or deferred, or are you currently charged with committing a misdemeanor, which has not
been previously reported to this insurance department?




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

11

Field #26 - Background Questions - 1b - Add EVER 1b. Have youEVER been
convicted of a felony, had a judgment withheld or deferred, or are you currently charged with committing a felony, which has not been previously
reported to this insurance department?

12

Field #2 - Backgroiund Questions - 1b. Add Note langauge 1b. Have you EVER been
convicted of a felony, had a judgment withheld or deferred, or are you currently charged with committing a felony, which has not been previously
reported to this insurance department?

You may exclude juvenile adjudications (offenses where you were adjudicated delinquentin a juvenile court)

If you have a felony conviction involving dishonesty or breach of trust, have you applied for written consent to engage in the business of insurance
in your home state as required by 18 USC 10337 (Note: For detailed information related to the requirements of 18 USC 1033 as it pertains to
insurance licensing please refer to the NAIC publication “Guidelines for State Insurance Regulators to the Violent Crime Control and Law
Enforcement Act of 1994” found at https://www.naic.org/documents/prod_serv_legal_sir_op.pdf)

13

Field #26 - Background Questions - 1c - Add EVER 1c. Have youEVER been
convicted of a military offense, had a judgment withheld or deferred, or are you currently charged with committing a military offense, which has
not been previously reported to this insurance department?

14

Field #26 - Background Questions - 2 - Add/Remove Langauge 2. Have you EVER been named
orinvolved as a party in an administrative proceeding, including a FINRA sanction or arbitration proceeding regarding any professional or
occupational license or registration, which has not been previously reported to this insurance department?

“Involved” means having a license or registration censured, suspended, revoked, canceled, terminated, restricted or, being assessed a fine,
placed on probation, sanctioned or surrendering a license or entering into a settlement to resolve an administrative action. “Involved” also
means being named as a party to an administrative or arbitration proceeding, which is related to a professional or occupational license, or
registration. “Involved” also means having a license, or registration, application denied or the act of withdrawing an application to avoid a denial.
INCLUDE any business so named because of your actions in your capacity as an owner, partner, officer or director, or member or manager of a
Limited Liability Company or any other position that exercises management or control over the business.You may exettete EXCLUDE
terminations due solely to noncompliance with continuing education requirements or failure to pay a renewalor late filing fee.




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

15

Field #26 - Background Questions - 3 - Add/Remove Langauge 3. Doyou
have a child support obligation in arrearage, which has not been previously reported to this insurance department?

If you answer yes,

a) by how many months are you in arrearage?

b) are you the subject of a child support related subpoenaff/warrant?

c) are you currently subject to antHrcemptiance-with-afy a repayment agreement?

d) he jectofachitd-stpportretated-stbpoen At are you currently in compliance with the repayment agreement?

(If you answered “Yes” to 3(c), provide documentation showing proof of current payments or an approved repayment plan from the appropriate
state child support.)

16

Field #26 - Background Questions - 4 - Add/Remove Language

4. Inresponseto a “¥Yes” answer to one or more of the Background Questions for this renewal application, are you submitting,or have you
previously submitted document(s) to the NAIC/NIPR Attachments Warehouse?

NOTE: The state(s) identified on this application will receive an alert that your supporting documents are available if:

* You have previously loaded a document(s);

* You have recently submitted an application that is pending;

* You are submitting the same type of application (resident/nonresident, initial/renewal); and

e You are answering “Yes” to the same background question(s).

If you have not previously loaded your supporting documents, you may do so after you have successfully completed your application. You will be
provided a link to the Attachment Warehouse instructions upon completion.

9, D Y 6 VVa

18

Field #27 - Applicant's Certification and Attestation - Add New Language 8. For Non-
Resident License Applications, | certify that | am licensed and in good standing in my home state/resident state for the lines of authority
requested from the non-resident state. The state will rely on an electronic verification of an Applicant’s resident license through the NAIC’s State
Producer Licensing Database in lieu of requiring an original Letter of Certification from the resident state.




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

19 Field #27 - Applicant's Certification and Attestation - Add New Language 9.1

acknowledge that jurisdiction specific attachments may be required with this application. State Specific Requirements and Fees information are

available at www.NIPR.com. Incomplete applications may be returned as unprocessed and considered deficient.




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
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BUSINESS ENTITY APPLICATION - LIST OF REVISIONS

Adopted by the Executive (EX) Committee and Plenary, XX, 20XX

Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 20XX

Adopted by Producer Licensing (D) Task Force, XX, 20XX

Adopted by the Producer Licensing Unifomrity (D) Working Group, June 4, 2024

#

REVISION

2

Top of Page - Removal of tdentify Home -State Heenstrg#

10

Field #29 - Background Questions - Language cut from 1c and added to beginning of section.
The Applicant must read the following very carefully and answer every question. All written statements submitted by the Applicant mustinclude an
original signature.

NOTE: For Questions 1a, 1b and 1c, “Convicted” includes, but is not limited to, having been found guilty by verdict of a judge or jury, having
entered a plea of guilty or nolo contendere or ho contest.

If you answered “Yes” to any of the below questions (1a, 1b, or 1c¢), you must attach to this application:

a) a written statement explaining the circumstances of each incident,

b) a copy of the charging documents of each incident,

c) a copy of the official documents of each incident, which demonstrates the resolution of the charges or any final judgment.

11

Field #29 Background Questions - Changed ever to EVER

1a. Has the business entity or any owner, partner, officer or director of the business entity, or member or manager of a limited liability company,
ever EVER been convicted of a misdemeanor, had a judgment withheld or deferred or is the business entity or any owner, partner, officer or director
of the business entity, or member or manager currently charged with, committing a misdemeanor?

12

Field #29 Background Questions - Changed ever to EVER 1b. Has the business
entity or any owner, partner, officer or director of the business entity, or member or manager of a limited liability companyever EVER ever been
convicted of a felony, had judgment withheld or deferred, or is the business entity or any owner, partner, officer or director of the business entity or
member or manager of a limited liability company currently charged with committing a felony?




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

14

Field #29 Background Questions - Add NOTE Language and moved to top of section

1b. Has the business entity or any owner, partner, officer or director of the business entity, or member or manager of a limited liability companyevet
EVER ever been convicted of a felony, had judgment withheld or deferred, or is the business entity or any owner, partner, officer or director of the
business entity or member or manager of a limited liability company currently charged with committing a felony?

You may exclude juvenile adjudications (offenses where you were adjudicated delinquentin a juvenile court.)

If you have a felony conviction involving dishonesty or breach of trust, have you applied for written consent to engage in the business of insurance in
your home state as required by 18 USC 1033? (Note: For detailed information related to the requirements of 18 USC 1033 as it pertains to
insurance licensing please refer to the NAIC publication “Guidelines for State Insurance Regulators to the Violent Crime Control and Law
Enforcement Act of 1994” found at https://www.naic.org/documents/prod_serv_legal_sir_op.pdf)

15

Field #29 Background Questions - Changed ever to EVER 1c. Has the
business entity or any owner, partner, officer or director of the business entity or member or manager of a limited liability company,evet EVER ever
been convicted of a military offense, had a judgment withheld or deferred, or is the business entity or any owner, partner, officer or director of the
business entity or member or manager of a limited liability company, currently charged with committing a military offense?

16

Field #29 Background Questions - Removale of NOTE Language

1c. Has the business entity or any owner, partner, officer or director of the business entity or member or manager of a limited liability company, ever
EVER ever been convicted of a military offense, had a judgment withheld or deferred, or is the business entity or any owner, partner, officer or
director of the business entity or member or manager of a limited liability company, currently charged with committing a military offense? .

17

Field #29 Backgroud Questions - Change ever to EVER 2. Has
the business entity or any owner, partner, officer or director of the business entity, or manager or member of a limited liability company,ever EVER
ever been named or involved as a party in an administrative proceeding, including a FINRA sanction or arbitration proceeding, regarding any
professional or occupational license, or registration?




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

18

Field #29 Background Questions - Language added to #2 2. Has the business entity or
any owner, partner, officer or director of the business entity, or manager or member of a limited liability company, EVER ever been named or
involved as a party in an administrative proceeding, including a FINRA sanction or arbitration proceeding, regarding any professional or
occupational license, or registration?

“Involved” means having a license or registration censured, suspended, revoked, canceled, terminated, restricted; or, being assessed a fine, a
cease and desist order, a prohibition order, a compliance order, placed on probation, sanctioned or surrendering a licenseor entering into a
settlement to resolve an administrative action. “Involved” also means being named as a party to an administrative or arbitration proceeding, which
is related to a professional or occupational license or registration. “Involved” also means having a license application denied or the act of
withdrawing an application to avoid a denial. You may EXCLUDE terminations due solely to nhoncompliance with continuing education
requirements or failure to pay a renewal or late filing fee.

19

Field #29 Background Questions - Language added/removed to #3

3. Has anydemand been made or judgment rendered against the business entity or any owner, partner, officer or director of the business entity, or
member or manager of a limited liability company, for overdue moniesby-aniastrer,instred-orproducer or-haveyott EVER ever been subjectto a
bankruptcy proceeding? Do notinclude personal bankruptcies, unless they involve funds held on behalf of others,which would include, but is not
limited to, deposits, insured’s premium payments, employee tax withholdings, escrow accounts, or any monies held by you in a capacity for third

parties.

20

Field #29 Background Questions - Change everto EVER #4 4. Has the business entity or any
owner, partner, officer or director of the business entity, or member or manager of a limited liability company, EVER ever been notified by any
jurisdiction to which you are applying of any delinquent tax obligation that is not the subject of a repayment agreement?

21

Field #29 Background Questions - Change ever to EVER #5 5. Isthe business entity or any
owner, partner, officer or director of the business entity, or member or manager of a limited liability company, a party to, orEVER ever been found

liable in any lawsuit or arbitration proceeding involving allegations of fraud, misappropriation or conversion of funds, misrepresentation or breach of
fiduciary duty?

If you answer yes, you must attach to this application:

a) a written statement summarizing the details of each incident,

b) a copy of the Petition, Complaint or other document that commenced the lawsuit arbitrations, or mediation proceedings and
c) a copy of the official documents which demonstrates the resolution of the charges or any final judgment.




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

22

Field #29 Background Questions - Change everto EVER 6. Has the business entity or any
owner, partner, officer or director of the business entity, or member or manager of a limited liability companyEVER evet had an insurance agency or
securities broker contract or any other business relationship with an insurance company or securities business terminated for any alleged
misconduct?

If you answer yes, you must attach to this application:

a) awritten statement summarizing the details of each incident and explaining why you feel this incident should not prevent you from receiving an
insurance license, and

b) copies of all relevant documents.

23

Field #29 Background Questions - Add Language #6 6. Has the business entity or
any owner, partner, officer or director of the business entity, or member or manager of a limited liability companyEVER evet had an insurance
agency or securities broker contract or any other business relationship with an insurance company or securities business terminated for any
alleged misconduct?

If you answer yes, you must attach to this application:

a) awritten statement summarizing the details of each incident and explaining why you feel this incident should not prevent you from receiving an
insurance license, and

b) copies of all relevant documents.

24

Field #29 Background Questions - Add Language #7 7. Inresponseto a “Yyes”
answer to one or more of the Background Questions for this application, are you submitting,or have you previously submitted document(s) to the
NAIC/NIPR Attachments Warehouse?

25

Field #29 Background Questions - Add Language #7 7. Inresponsetoa “Yyes”
answer to one or more of the Background Questions for this application, are you submitting, or have you previously submitted document(s) to the
NAIC/NIPR Attachments Warehouse?

NOTE: The state(s) identified on this application will receive an alert that your supporting documents are available if:

*You have previously loaded a document(s);

*You have recently submitted an application that is pending;

*You are submitting the same type of application (resident/nonresident, initial/renewal); and

*You are answering “Yes” to the same background question(s).

If you have not previously loaded your supporting documents, you may do so after you have successfully completed your application. You will be

provided a link to the Attachment Warehouse instructions upon completion.




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

26

Field #29 Background Questions - Removeal of Language #7 7. Inresponsetoa
“Yyes” answer to one or more of the Background Questions for this application, are you submitting, or have you previously submitted document(s)
to the NAIC/NIPR Attachments Warehouse?

NOTE: The state(s) identified on this application will receive an alert that your supporting documents are available if:
*You have previously loaded a document(s);

*You have recently submitted an application that is pending;

*You are submitting the same type of application (resident/nonresident, initial/renewal); and

*You are answering “Yes” to the same background question(s).

If you have not
previously loaded your supporting documents, you may do so after you have successfully completed your application. You will be provided a link to
the Attachment Warehouse instructions upon completion.

27

Field #30 Applicant's Cerification and Attestation - Add/Delete Language #5 5. lauthorize the jurisdictions to
which this application is made to give any information they may have concerning e the business entity or any individual named in this application,
as permitted by law and in the furtherance of the Commissioner’s, Director’s, or Superintendent’s official duties, to any federal, state or municipal
agency, or any other organization and | release the jurisdictions and any person acting ontheir behalf in the furtherance of official duties their behalf
from any and all liability of whatever nature by reason of furnishing such information.

28

Field #30 Applicant's Cerification and Attestation - Add/Delete Language #6 6. l acknowledge that |
understand ane that the business entity will comply with the insurance laws and regulations of the jurisdictions to which | am applying for
licensure/registration.

29

Field #30 Applicant's Cerification and Attestation - Add/Delete Language #7 7. For Non-Resident License
Applications, | certify that+am-that the business entity is licensed and in good standing in my home state/resident state for the lines of authority
requested from the non-resident state. The state will rely on an electronic verification of an Applicant’s resident license through the NAIC’s State
Producer Licensing Database in lieu of requiring an original Letter of Certification from the resident state.




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

30

Field #30 Applicant's Cerification and Attestation - Add/Delete Language #8. 8. I hereby certify that upon

request, | will furnish the jurisdiction(s) to which I am applying on behald of the business entity, certified copies of any documents attached to this

application or requested by the jurisdiction(s).

32

Field #31 Attachments - Delete Attachment Section #1 Thefottowingattachmentsmust

33
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BUSINESS ENTITY RENEWAL APPLICATION - LIST OF REVISIONS

Adopted by the Executive (EX) Committee and Plenary, XX, 20XX

Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 20XX

Adopted by the Producer Licensing (D) Task Force, XX, 20XX

Adopted by Producer Licensing Uniformity (D) Working Group, June 4, 2024

#

REVISION

Field #20 - Background Questions -Language moved from 1c. to the top of Background Question section NOTE: For Questions 1a, 1b and 1c,
“Convicted” includes, but is not limited to, having been found guilty by verdict of a judge or jury, having entered a plea of guilty or nolo contendere or
no contest.

If you answer yes to any of these questions, you must attach to this application:

a) awritten statement explaining the circumstances of each incident,

b) a copy of the charging document of each incident,

c) acopy of the official document of each incident, which demonstrates the resolution of the charges or any final judgment.

Field #20 Background Questions - Changed ever to EVER

1a. Has the business entity or any owner, partner, officer or director of the business entity, or member or manager of a limited liability company,evet+
EVER been convicted of a misdemeanor, had a judgment withheld or deferred or is the business entity or any owner, partner, officer or director of the
business entity, or member or manager currently charged with, committing a misdemeanor?

Field #20 Background Questions - Changed ever to EVER 1b. Has the business
entity or any owner, partner, officer or director of the business entity, or member or manager of a limited liability companyevet EVER ever been
convicted of a felony, had judgment withheld or deferred, or is the business entity or any owner, partner, officer or director of the business entity or
member or manager of a limited liability company currently charged with committing a felony?




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

4 Field #20 Background Questions - Add NOTE Language and moved to top of section

1b. Has the business entity or any owner, partner, officer or director of the business entity, or member or manager of a limited liability company ever
EVER ever been convicted of a felony, had judgment withheld or deferred, or is the business entity or any owner, partner, officer or director of the
business entity or member or manager of a limited liability company currently charged with committing a felony?

You may exclude juvenile adjudications (offenses where you were adjudicated delinquentin a juvenile court.)

If you have a felony conviction involving dishonesty or breach of trust, have you applied for written consent to engage in the business of insurance in
your home state as required by 18 USC 1033? (Note: For detailed information
related to the requirements of 18 USC 1033 as it pertains to insurance licensing please refer to the NAIC publication “Guidelines for State
Insurance Regulators to the Violent Crime Control and Law Enforcement Act of 1994” found at
https://www.naic.org/documents/prod_serv_legal_sir_op.pdf)

5 Field #20 Background Questions - Changed ever to EVER 1c. Has the
business entity or any owner, partner, officer or director of the business entity or member or manager of a limited liability company,evet EVER ever
been convicted of a military offense, had a judgment withheld or deferred, or is the business entity or any owner, partner, officer or director of the
business entity or member or manager of a limited liability company, currently charged with committing a military offense?

6 |Field #20 Background Questions - Removale of NOTE Language 1c.
Has the business entity or any owner, partner, officer or director of the business entity or member or manager of a limited liability company,ever
EVER ever been convicted of a military offense, had a judgment withheld or deferred, or is the business entity or any owner, partner, officer or director
of the business entity or member or manager of a limited liability company, currently charged with committing a military offense?.

7  |Field #20 Backgroud Questions - Change everto EVER 2. Hasthe
business entity or any owner, partner, officer or director of the business entity, or manager or member of a limited liability company,evet EVER ever
been named orinvolved as a party in an administrative proceeding, including a FINRA sanction or arbitration proceeding, regarding any professional
or occupational license, or registration?




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

8 Field #20 Background Questions - Language add/delete to #2 2. Has the business entity
or any owner, partner, officer or director of the business entity, or manager or member of a limited liability company, EVER ever been named or
involved as a party in an administrative proceeding, including a FINRA sanction or arbitration proceeding, regarding any professional or occupational
license, or registration?

“Involved” means having a license or registration censured, suspended, revoked, canceled, terminated, restricted; or, being assessed a fine, a cease
and desist order, a prohibition order, a compliance order, placed on probation, sanctioned or surrendering a licenseor entering into a settlement to
resolve an administrative action. “Involved” also means being named as a party to an administrative or arbitration proceeding, which is related to a
professional or occupational license or registration. “Involved” also means having a license application denied or the act of withdrawing an

application to avoid a denial. You may EXCLUDE terminations due solely to rericomptiaree-with-contintingeducationregtirerments or failure to pay
a renewal ortatefiting fee.
Field #20 Background Questions - Add Language #3 3. Inresponseto a “Yyes”

answer to one or more of the Background Questions for this application, are you submitting,or have you previously submitted document(s) to the
NAIC/NIPR Attachments Warehouse?

9 [Field #20 Background Questions - Add Language #3 3. Inresponse to a “Yyes”
answer to one or more of the Background Questions for this application, are you submitting, or have you previously submitted document(s) to the
NAIC/NIPR Attachments Warehouse?

NOTE: The state(s) identified on this application will receive an alert that your supporting documents are available if:

*You have previously loaded a document(s);

*You have recently submitted an application that is pending;

*You are submitting the same type of application (resident/nonresident, initial/renewal); and

*You are answering “Yes” to the same background question(s).

If you have not previously loaded your supporting documents, you may do so after you have successfully completed your application. You will be
provided a link to the Attachment Warehouse instructions upon completion.




Adopted by Executive Committee and Plenary, XX/2025
Adopted by Market Regulation andConsumer Affairs (D) Cmte, XX/2024
Adopted by Producer Licensing (D) Task Force, Oct. 31, 2024

10

Field #20 Background Questions - Removeal of Language #3 3. Inresponsetoa
“Yyes” answer to one or more of the Background Questions for this application, are you submitting, or have you previously submitted document(s) to
the NAIC/NIPR Attachments Warehouse?

NOTE: The state(s) identified on this application will receive an alert that your supporting documents are available if:
*You have previously loaded a document(s);

*You have recently submitted an application that is pending;

*You are submitting the same type of application (resident/nonresident, initial/renewal); and

*You are answering “Yes” to the same background question(s).

If you have not
previously loaded your supporting documents, you may do so after you have successfully completed your application. You will be provided a link to
the Attachment Warehouse instructions upon completion.

11

Field #21 Applicant's Cerification and Attestation - Add/Delete Language #5 5. lauthorize the jurisdictions to
which this application is made to give any information they may have concerning e the business entity or any individual named in this application,
as permitted by law and in the furtherance of the Commissioner’s, Director’s, or Superintendent’s official duties, to any federal, state or municipal
agency, or any other organization and | release the jurisdictions and any person acting on theirbehalf in the furtherance of official duties their behalf
from any and all liability of whatever nature by reason of furnishing such information.

12

Field #21 Applicant's Cerification and Attestation - Add/Delete Language #6 6. l acknowledge that |
understand ane that the business entity will comply with the insurance laws and regulations of the jurisdictions to which | am applying for
licensure/registration.

13

Field #21 Applicant's Cerification and Attestation - Add/Delete Language #7 7. For Non-Resident License
Applications, | certify that +am that the business entity is licensed and in good standing in my home state/resident state for the lines of authority
requested from the non-resident state. The state will rely on an electronic verification of an Applicant’s resident license through the NAIC’s State
Producer Licensing Database in lieu of requiring an original Letter of Certification from the resident state.
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14

Field #21 Applicant's Cerification and Attestation - Add Language #8. 8. I hereby certify that upon request, |
will furnish the jurisdiction(s) to which | am applying on behalf of the business entity, certified copies of any documents attached to this application
or requested by the jurisdiction(s).
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Adopted by the Executive Committee and Plenary, XX/2025

Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX/2024
Adopted by the Producer Licensing (D) Task Force, Nov. 17, 2024

Adopted by the Uniform Education (D) Working Group, Oct. 29, 2024

NAIC — CONTINUING EDUCATION AUDIT PROCEDURES

The purpose of this procedure is to provide instructions on auditing approved continuing education (CE) courses.
At a minimum, __ % [optional — determined by state] of all approved CE courses, all active providers, and
instructors are reviewed once every [insert timeframe] pursuant to NAIC guidelines. Audits consist of classroom,
webinar, self-study, and desk, though no more than [insert percentage — optional state decision] of such audits
shall be desk audits.

Perform the following steps during a CE audit:

1. Obtain detailed information on the course location for the auditor.

2. Ensure the class is still scheduled 24 hours prior to the date of course offering.

3. Pull the course outline and all supporting documentation from the system.

4. Email the auditor the authorization letter, course outline, and all supporting documentation 24 hours
before the class begins.

5. Auditor to complete prescribed audit form.

6. Receive the audit paperwork back from the auditor.

7. Send follow-up notices, as necessary.

8. Forward requested documentation to [insert state] as necessary.

Once the audit is complete, the auditor will return the materials to [insert state] within __ days of the audit.
[optional — determined by state]

The prescribed audit form is reviewed for any discrepancies or comments.
TASK ACTIVITY
Initiate Audit: 1. Obtain a list of available course offerings in [insert state].
2. Email auditors the list of course offerings in [insert state].

3. An auditor provides the list of courses they would like to audit and compares it
to the completed audits file to ensure the same provider is not audited twice.

Note: This will begin the audit process.

Pull Documents: 1. Pull copies of course information, outlines, and course schedules for courses
being offered.

2. Contact the provider (via telephone anonymously, for the most part) to find exact

locations and dates of courses ONLY if the provider has not entered the
information in the system.

© 2024 National Association of Insurance Commissioners 1
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Note: Courses must be in [insert state]. Audits cannot be performed in other states.

Occasionally, an additional audit may be requested directly from the state.

Review Documents: 1. Review documents pulled to be sure all copies are clear prior to forwarding them
to the auditor(s).

2. Add the provider to the established completed audits file.

3. Confirm the course start and end time with the auditor and verify that the auditor
will conduct the audit for the entire duration of the course.

4. Forward necessary documents and copies of the prescribed audit form to the
appropriate auditor.

Receive Audits: 1. Upon receipt of completed audits, review the prescribed audit form(s) to ensure
they are complete. If not, contact the auditor and advise; follow up, as necessary.

Review Audits for Note: All notifications must be emailed to providers within five (5) days of receiving
Deficiencies: the audit reports. Review the prescribed audit form(s) as follows:

1. If there are no issues, email the provider with a completed course audit letter
stating that an audit was conducted and there were no violations.

2. Discrepancies:
A. Adiscrepancy notice should be sent for any “No” responses on the audit form.

B. If the provider did not conduct an accurate attendance verification, an
explanation must be provided.

C. Ifthe number of credits taught is less than the number of credits approved, an
explanation must be provided.

D. Compare outlines and supply the provider with a detailed breakdown of
differences.

E. If a licensee who did not sit for an entire class is given credit, an explanation
must be provided.

3. If no response is received from the provider within __ business days [optional —
determined by state], then a follow-up letter must be sent to the provider. The

letter must be sent via certified mail and include a copy of the initial notice.

4. If noresponse is received after __ business days [optional — determined by state],
forward all materials to the [insert appropriate person] for follow-up.
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5. [insert state or third-party administrator] will also audit the number of licensees
received on banked rosters from the audited course. The auditor indicates the
number of attendees on the audit form.

A. [insert state or third-party administrator] must check to ensure this was the
number of licensees submitted on the roster.

B. Ifthereis adiscrepancy, send a notice to the provider questioning this finding.

C. If no response is received to the notice after ?? business days, forward all
material to the [insert appropriate person] for follow-up.

Note: If questions arise from the audit, forward documents to [insert appropriate
person] for clarification.

6. [insert state or third-party administrator] will track receipt of the banked rosters
from the audited course(s) to ensure that the provider follows through on

submission.

Note: The provider must submit the course completion roster to [insert state or third-
party administrator] within __ days of completion. [optional — determined by state]

Follow Up: 1. Receive class roster(s) from the provider to confirm information provided by the
auditor.

2. Verify roster count and report any deficiencies to the [insert appropriate person].

To Process Desk Audits of Already Held Courses:

1. Generate a list of already banked courses within a certain time frame.

2. Email the provider an audit letter asking for the sign-in sheet used along with the instructor’s full name and
instructor number.

3. Compare the list of banked students in the system against the sign-in sheet from the provider to make sure
the same students who signed in were the ones who received credit. Also, compare the number of students
and verify the license number of each student.

4. Confirm the instructor is approved and for the course authority the course is approved for.

Note: Instructors do not have to be approved for a single-session course.

5. If there is no discrepancy, email the provider the completed course audit letter stating the audit is complete
and there are no violations.
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6. If there are violations, list the violations in the audit letter and wait for the provider to respond in __ days
with the corrections. [optional — determined by state]

7. Enter complete audit information on the desk audit list.

For Self-Study/Online Audits:

1. Obtain a list of approved self-study/online courses within a certain time frame.

2. Email the provider an audit letter requesting a user ID, password, exam, and answer key to complete an audit
of their self-study/online course.

3. Complete the course as a student, answering the online course audit questionnaire form throughout the
course until you have completed the course with a passing grade.

4. If there are no violations, email the provider a completed course audit letter stating that an online audit was
completed and there were no violations.

5. If there are violations (all responses must be “Yes”), list the violations in the audit letter and wait for the
provider to respond within __ days with the corrections. [optional — determined by state]

6. Audit the course again when the provider has confirmed violations have been corrected. You may have to
contact the provider again for a new user ID and password.

7. Track completed audit information.
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2024 Fall National Meeting
Denver, Colorado

ANTIFRAUD (D) TASK FORCE
Monday, November 18, 2024
1:30—-2:30 p.m. MST

Meeting Summary Report

The Antifraud (D) Task Force met November 18, 2024. During this meeting, the Task Force:

1.

2.

Adopted its Oct. 31 and Aug. 14 Minutes.
Discussed its 2025 proposed charges.

Heard a presentation from the American Academy of Actuaries concerning the impacts on premium,
claim costs, and the public.

Heard a presentation from Health Agents for America, Inc. (HAFA) on federal fraud prevention efforts
concerning agents.

Adopted the report of the Improper Marketing of Health Insurance (D) Working Group, which met

Nov. 18. During this meeting, the Working Group took the following action:

A. Adopted its Aug. 14, 2024, minutes.

B. Heard from the federal Centers for Medicare & Medicaid Services (CMS) on the current issues
consumers are experiencing with continued agent transfers of policy.

C. Heard from federal Centers for Medicare & Medicaid Services (CMS) on Special Enrollment Period
issues and other Medicare Advantage Open Enroliment Issues.
Heard from federal Centers for Medicare & Medicaid Services (CMS) on ACA Market Place Issues.

E. Heard a presentation from Health Agents for America, Inc on fraud prevention.

Received an update from the Antifraud Technology (D) Working Group. The Working Group did not
meet prior to the Summer National Meeting. However, it will be continuing assisting with the
implementation process of the new web service and reviewing necessary enhancements to the OFRS.

Heard reports from the Coalition Against Insurance Fraud (CAIF) and the National Insurance Crime
Bureau (NICB) on antifraud activity.
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2024 Fall National Meeting
Denver, Colorado

PRODUCER LICENSING (D) TASK FORCE
Sunday, November 17, 2024
9:00 — 10:00 a.m.

Meeting Summary Report
The Producer Licensing (D) Task Force met Nov. 17, 2024. During this meeting, the Task Force:

1. Adopted its Oct. 31 minutes. During this meeting, the Task Force took the following action:

A. Adopted its Summer National Meeting minutes.

B. Adopted its 2025 proposed charges.

C. Adopted proposed amendments to the NAIC Uniform Licensing Applications.

D. Discussed amendments to the Public Adjuster Licensing Model Act (#228) to strengthen regulatory
standards governing the conduct of public adjusters for the following four issues: 1) individuals
acting as unlicensed public adjusters; 2) contractors who are also acting as public adjusters on the
same claim; 3) inappropriate assignment of benefit rights; and 4) excessive fees charged by public
adjusters.

E. Discussed the draft 1033 waiver template being developed as a resource states may voluntarily
use to enhance their review of 1033 waiver requests.

2. Adopted proposed amendments to the Model #228. The model is being amended to strengthen
regulatory standards governing the conduct of public adjusters for the following four issues: 1)
individuals acting as unlicensed public adjusters; 2) contractors who are also acting as public adjusters
on the same claim; 3) inappropriate assignment of benefit rights; and 4) excessive fees charged by
public adjusters.

3. Received comments on the draft 1033 waiver template, which is being developed as a template that
states can voluntarily use to enhance their review of 1033 waiver requests.

4. Adopted the report of the Adjuster Licensing (D) Working Group, which met Nov. 6 and Sept. 11.
During these meetings, the Working Group took the following action:
A. Discussed the review of Chapter 18 —Adjusters of the State Licensing Handbook.
B. Discussed an adjuster licensing survey concerning the verification of designated home state data
that is submitted to the State Producer Licensing Database (SPLD).

5. Adopted the report of the Producer Licensing Uniformity (D) Working Group, which met Nov. 7 and
Sept. 10. During these meetings, the Working Group took the following action:
A. Discussed the review of the State Licensing Handbook and decided that 14 chapters of the
handbook warrant further discussion for potential revisions.

6. Adopted the report of the Uniform Education (D) Working Group, which met Nov. 13, Oct. 29, and
Oct. 9. During these meetings, the Working Group took the following action:



A. Adopted the NAIC continuing education (CE) audit guidelines.

B. Discussed draft guidelines for course introduction statements.

C. Discussed the review and potential revisions of the State Licensing Handbook (Chapter 6—
Prelicensing Education, Chapter 8 —Testing Programs, and Chapter 14—Continuing Education).

Heard a report from the National Insurance Producer Registry (NIPR) Board of Directors. Through
September 2024, revenue is $61.76 million, which is 8.7% over budget. NIPR’s chief of state regulatory
affairs provided an update on NIPR’s product rollouts, upcoming producer licensing zone training, and
enhancements to NIPR’s State Regulatory Affairs team.

t Seven
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Virtual Meeting
(in lieu of meeting at the 2024 Fall National Meeting)

MARKET ANALYSIS PROCEDURES (D) WORKING GROUP
Monday, October 21, 2024
3:00-4:00 p.m. ET / 2:00 - 3:00 p.m. CT / 1:00 — 12:00 p.m. MT / 12:00 — 1:00 p.m. PT

Meeting Summary Report

The Market Analysis (D) Working Group met Oct. 21, 2024. During this meeting, the Working Group:

1. Adopted Its Summer National Meeting Minutes.

2. Received an update from the Market Analysis Prioritization Tool (MAPT) Recommendations Subgroup,
which met four times since the Summer National Meeting. The Subgroup is working through all
sections included in the MAPT. Recommendations have been drafted for each major section of the
MAPT.

3. Discussed Market Analysis Review System (MARS) Level 1 requirements. There has been a significant
decrease in the number of MARS Level 1 reviews. Discussions on how to increase the number of Level
1 reviews will continue.

4. Discussed the private passenger auto (PPA) and homeowners Market Conduct Annual Statement
(MCAS) ratio 7 and suggestions to change the numerator or denominator to increase the usefulness

of the ratio.

5. Discussed the most recent lunch-and-learn session and began planning the next session.
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Virtual Meeting

MARKET CONDUCT ANNUAL STATEMENT BLANKS (D) WORKING GROUP
Thursday, September 5, 2024

Summary Report

The Market Conduct Annual Statement Blanks (D) Working Group met Sept. 5, 2024. During this meeting,
the Working Group:

1. Adopted its July 11 minutes.

2. Considered the removal of duplicate data element #51 from the other health Market Conduct Annual
Statement (MCAS).

3. Considered the draft frequently asked questions (FAQ) and definitions related to artificial intelligence
(Al) and machine learning (ML).

4. Considered the draft definitions for partial payments and cancellations for the pet insurance MCAS.

5. Reviewed the next steps related to MCAS other health interrogatory question #5 and additional items
related to comments received.

6. Received an update on the formation of a subject matter expert (SME) group to review the private
passenger auto (PPA) MCAS blank.
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Virtual Meeting

MARKET CONDUCT EXAMINATION GUIDELINES (D) WORKING GROUP
November 7, 2024

Summary Report

The Market Conduct Examination Guidelines (D) Working Group met Nov. 7, 2024. During this meeting,
the Working Group:

1. Adopted revisions to Chapter 23—Conducting the Life and Annuity Examination of the Market
Regulation Handbook (Handbook). The chapter was updated to reflect the March 2023 adopted
revisions to Actuarial Guideline XLIX-A—The Application of the Life lllustrations Model Regulation to
Policies with Index-Based Interest to Policies Sold on or After December 14, 2020 (AG 49-A).

2. Received an update from the Working Group chair on the progress of the pet insurance state
insurance regulator subject matter experts’ (SMEs’) development of a new pet insurance examination
chapter in the Handbook and pet insurance-related standardized data requests (SDRs). The SMEs are
creating new examiner guidance based on the Pet Insurance Model Act (#633). The pet insurance
SMEs began meeting in May and have held eight drafting meetings to date. The pet insurance
exposure drafts are subject to the Working Group’s established adoption process, which includes
public exposure, a comment period or periods and review and discussion at Working Group meetings.
When the regulator-only SMEs complete their work on the drafts, the drafts will be publicly exposed
where regulators and nonregulators will have the opportunity to submit comments and present their
comments/provide feedback about the exposure drafts during Working Group meetings.

3. Received an update from the Working Group chair on the progress of the travel insurance state
insurance regulator SMEs’ revisions to the travel insurance examination chapter of the Handbook.
The SMEs are reviewing the Travel Insurance Model Act (#632) to develop new review
procedures/criteria for Marketing and Sales Standards 3, 4, 8, and 11 and Underwriting and Rating
Standard 1. The SMEs began meeting in June and have held six drafting meetings to date. The travel
insurance chapter exposure draft is also subject to the Working Group’s adoption process.

4. Heard from the Working Group chair that a new page for the Working Group was launched on NAIC
Connect on Oct. 29. The Working Group discussed the applicability of the NAIC Connect platform as a
possible means to address the Working Group’s charge to develop a shared regulator-only
collaborative space where state insurance regulators can share tools, such as exam call letter
templates, report templates and other helpful market regulation tools.

5. Discussed that the NAIC Connect page is also an opportunity to address the Working Group’s charge
to coordinate with the Innovation, Cybersecurity, and Technology (H) Committee in the development
of market conduct examiner guidance for the oversight of regulated entities’ use of artificial
intelligence (Al).

© 2024 National Association of Insurance Commissioners 1



Attachment Ten

NAIC NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS

6. Received an update from the Working Group chair that the Working Group received a referral from
the Accelerated Underwriting (A) Working Group, which the Life Insurance and Annuities (A)
Committee adopted on Aug. 14. The referral is titled “Regulatory Guidance Document,” and it is
designed to provide a framework for state insurance regulators to reference when evaluating life
insurers’ use of accelerated underwriting programs. The chairs of the 2024 Accelerated Underwriting
(A) Working Group have indicated their commitment that regulator volunteers from that Working
Group will collaborate with the Market Conduct Examination Guidelines (D) Working Group in 2025
to draft market conduct guidance based upon the Accelerated Underwriting (A) Working Group’s
adopted “Regulatory Guidance document.”
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Virtual Meeting

MARKET REGULATION CERTIFICATION (D) WORKING GROUP
Monday, September 23, 2024

Meeting Summary Report

The Market Regulation Certification (D) Working Group met Sept. 23, 2024. During this meeting, the
Working Group:

1. Discussed the process for providing assistance to jurisdictions and creating peer review teams. The
Working Group is considering making zone-specific peer review groups that will coordinate with each
other to maintain consistency across all zones.

2. Discussed the creation of a more user-friendly scoring matrix for jurisdictions doing self-assessments
for provisional certification.

3. Reviewed the concerns raised during the certification session at the Insurance Summit. These
concerns included: 1) staffing, hiring, and training new individuals; 2) qualifications for examiners and
training processes; and 3) consideration of alternate designations and training programs.
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Virtual Meeting

SPEED TO MARKET (D) WORKING GROUP
October 31, 2024

Summary Report
The Speed to Market (D) Working Group met Oct. 31, 2024. During this meeting, the Working Group:

1. Discussed the adoption of its July 30 meeting minutes. The Working Group did not have a quorum,
so it conducted an e-vote that concluded Nov. 7. The motion passed unanimously.

2. Received an update on the System for Electronic Rates & Forms Filings (SERFF) modernization project
and the SERFF Product Steering Committee (PSC). The presentation is posted to the Working Group’s
web page.

3. Discussed the process for changes and revisions to the Product Filing Review Handbook (Handbook).
The Working Group discussed revisiting the Handbook periodically to ensure that the technical
content (e.g., links, etc.) and the substantive content remain accurate, current, and complete.

4. Received an update on the 2025 product coding matrix (PCM). A new type of insurance (TOI) and five
sub-TOls that were recently adopted will be effective Jan. 1, 2025.

5. Received an update from the Interstate Insurance Product Regulation Commission (Compact).
Highlights for 2024 include: 1) the adoption of group whole life insurance standards for employer
groups; 2) new uniform standards for index-linked variable annuities (ILVAs) as of Aug. 12; and 3) work
on amendments for group term and group whole life insurance to expand to non-employer groups.
These amendments were adopted in October and will be implemented.
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PUBLIC ADJUSTER LICENSING MODEL ACT

Table of Contents

Section 1. Purpose and Scope

Section 2. Definitions

Section 3. License Required

Section 4. Application for License

Section 5. Resident License

Section 6. Examination

Section 7. Exemptions from Examination

Section 8. Nonresident License Reciprocity

Section 9. License

Section 10. Apprentice Public Adjuster License [Optional]
Section 11. License Denial, Nonrenewal, or Revocation
Section 12. Bond or Letter of Credit

Section 13. Continuing Education

Section 14. Public Adjuster Fees

Section 15. Contract Between Public Adjuster and Insured
Section 16. Unlicensed Actors

Section +617. Escrow or Trust Accounts

Section +718. Record Retention

Section 1819. Standards of Conduct of Public Adjuster
Section 4920.  Reporting of Actions

Section 2021.  Regulations

Section 2122.  Severability

Section 2223. Effective Date

Section 1. Purpose and Scope
This Act governs the qualifications and procedures for the licensing of public adjusters. It specifies the duties of and

restrictions on public adjusters, which include limiting their licensure to assisting insureds in first party claims, excluding
claims for personal or commercial auto lines of insurance.

Drafting Note: It is recommended that any statute or regulation inconsistent with this Act be repealed or amended.

Drafting Note: This Act also requires a report to the insurance commissioner of any action in another jurisdiction against either the public adjuster license or
licensee.

Drafting Note: This Act is not intended to apply to the settlement of claims for personal or commercial auto lines of insurance.

Section 2. Definitions

A. “Apprentice public adjuster” means the one who is qualified in all respects as a public adjuster except as to
experience, education and/or training.

B. “Business entity” means a corporation, association, partnership, limited liability company, limited liability
partnership or other legal entity.

C. “Catastrophic disaster” according to the Federal Response Plan, means an event that results in large
numbers of deaths and injuries; causes extensive damage or destruction of facilities that provide and sustain
human needs; produces an overwhelming demand on state and local response resources and mechanisms;
causes a severe long-term effect on general economic activity; and severely affects state, local and private
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sector capabilities to begin and sustain response activities. A catastrophic disaster shall be declared by the
President of the United States or the Governor of the state or district in which the disaster occurred.

D. “Fingerprints” for the purposes of this act, means an impression of the lines on the finger taken for purpose
of identification. The impression may be electronic or in ink converted to electronic format.

E. “Home state” means the District of Columbia and any state or territory of the United States in which the
public adjuster’s principal place of residence or principal place of business is located. If neither the state in
which the public adjuster maintains the principal place of residence nor the state in which the public
adjuster maintains the principal place of business has a substantially similar law governing public adjusters,
the public adjuster may declare another state in which it becomes licensed and acts as a public adjuster to
be the ‘home state.’

F. “Individual” means a natural person.

G. “Person” means an individual or a business entity.

H. “Public adjuster” means any person who, for compensation or any other thing of value on behalf of the
insured:
(1) Acts or aids, solely in relation to first party claims arising under insurance contracts that insure the

real or personal property of the insured, on behalf of an insured in negotiating for, or effecting the
settlement of, a claim for loss or damage covered by an insurance contract;

2) Advertises for employment as a public adjuster of insurance claims or solicits business or
represents himself or herself to the public as an public adjuster of first party insurance claims for
losses or damages arising out of policies of insurance that insure real or personal property; or

3) Directly or indirectly solicits business, investigates or adjusts losses, or advises an insured about
first party claims for losses or damages arising out of policies of insurance that insure real or
personal property for another person engaged in the business of adjusting losses or damages
covered by an insurance policy, for the insured.

L “Uniform individual application” means the current version of the National Association of Insurance
Commissioners (NAIC) Uniform Individual Application for resident and nonresident individuals.

J. [Optional] “Uniform business entity application” means the current version of the National Association of
Insurance Commissioners (NAIC) Uniform Business Entity Application for resident and nonresident
business entities.

Drafting Note: Subsection J is optional and would apply only to those states that have a business entity license requirement.

Drafting Note: If any term is similarly defined in a relevant section of the state’s insurance code, do not include the definition of the term in this Act or, in
the alternative, reference the statute: “[term] is defined in [insert appropriate reference to state law or regulation].”

Section 3. License Required
A. A person shall not act, -e+ hold himself/herself out as a public adjuster, solicit, or negotiate a contract for
public adjusting services in this state unless the person is licensed as a public adjuster in accordance with
this Act.
B. A person licensed as a public adjuster shall not misrepresent to a claimant that he-orshe-is-they are an
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adjuster representing an insurer in any capacity, including acting as an employee of the insurer or acting as
an independent adjuster unless so appointed by an insurer in writing to act on the insurer’s behalf for that
specific claim or purpose. A licensed public adjuster is prohibited from charging that specific claimant a fee
when appointed by the insurer and the appointment is accepted by the public adjuster.

C. A business entity acting as a public adjuster is required to obtain a public adjuster license. Application shall
be made using the Uniform Business Entity Application. Before approving the application, the insurance
commissioner shall find that:

(1) The business entity has paid the fees set forth in [insert appropriate reference to state law or
regulation; and

2) The business entity has designated a licensed public adjuster responsible for the business entity’s
compliance with the insurance laws, rules and regulations of this state.

Drafting Note: Subsection C is optional and would apply only to those states that have a business entity license requirement.

D. Notwithstanding subsection A through C, a license as a public adjuster shall not be required of the
following:
(1) An attorney-at-law admitted to practice in this state, when acting in his or her professional

capacity as an attorney;

2) A person who negotiates or settles claims arising under a life or health insurance policy or an
annuity contract;

3) A person employed only for the purpose of obtaining facts surrounding a loss or furnishing
technical assistance to a licensed public adjuster, including photographers, estimators, private
investigators, engineers and handwriting experts;

4) A licensed health care provider, or employee of a licensed health care provider, who prepares or
files a health claim form on behalf of a patient; or

(5 A person who settles subrogation claims between insurers.
Section 4. Application for License
A. A person applying for a public adjuster license shall make application to the commissioner on the

appropriate uniform application or other application prescribed by the commissioner.

B. The applicant shall declare under penalty of perjury and under penalty of refusal, suspension or revocation
of the license that the statements made in the application are true, correct and complete to the best of the
applicant’s knowledge and belief.

C. In order to make a determination of license eligibility, the insurance commissioner is authorized to require
fingerprints of applicants and submit the fingerprints and the fee required to perform the criminal history
record checks to the state identification bureau (or state department of justice public state agency) and the
Federal Bureau of Investigation (FBI) for state and national criminal history record checks; the insurance
commissioner shall require a criminal history record check on each applicant in accordance with this Act.
The insurance commissioner shall require each applicant to submit a full set of fingerprints in order for the
insurance commissioner to obtain and receive National Criminal History Records from the FBI Criminal
Justice Information Services Division.
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(1) The insurance commissioner may contract for the collection, transmission and resubmission of
fingerprints required under this section. If the commissioner does so, the fee for collecting,
transmitting and retaining fingerprints shall be payable directly to the contractor by the person.
The insurance commissioner may agree to a reasonable fingerprinting fee to be charged by the
contractor.

2) The insurance commissioner may waive submission of fingerprints by any person that has
prev10usly furmshed ﬁngerprlnts and those ﬁngerprmts are on file with the Central Repository of

the sNAIC), its affiliates or subsidiaries.

3) The insurance commissioner is authorized to receive criminal history record information in lieu of
the [insert reference to Department of Justice/Public Safety Agency] that submitted the
fingerprints to the FBI.

4 The insurance commissioner is authorized to submit electronic fingerprint records and necessary

identifying information to the NAIC, its affiliates or subsidiaries for permanent retention in a
centralized repository. The purpose of such a centralized repository is to provide insurance
commissioners with access to fingerprint records in order to perform criminal history record
checks.

Drafting Note: The FBI requires that fingerprints be submitted to the state Department of Law Enforcement, Public Safety or Criminal Justice for a check of
state records before the fingerprints are submitted to the FBI for a criminal history check. The FBI recommends all fingerprint submissions to be in an
electronic format. The FBI has approved the language in Section 4 (C) to authorize a state identification bureau to submit fingerprints on behalf of its
applicants in conjunction with licensing and employment.

Drafting Note: If the state has adopted the Producer Licensing Model Act, it may not be necessary to adopt this section. Rather, the state may want to
amend its relevant insurance producer statute to include public adjusters.

Drafting Note: This provision does not permit the sharing of criminal history record information with the NAIC or other insurance commissioners as such
sharing of information is prohibited by 28 CFR 20.33.

Section 5. Resident License

A. Before issuing a public adjuster license to an applicant under this section, the commissioner shall find that
the applicant:

(1) Is eligible to designate this state as his or her home state or is a nonresident who is not eligible for
a license under Section §;

2) Has not committed any act that is a ground for denial, suspension or revocation of a license as set
forth in Section 11;

3) Is trustworthy, reliable, and of good reputation, evidence of which may be determined by the
commissioner;
@) Is financially responsible to exercise the license and has provided proof of financial responsibility

as required in Section 12 of this Act;
5) Has paid the fees set forth in [insert appropriate reference to state law or regulation]; and

(6) Maintains an office in the home state of residence with public access by reasonable appointment
and/or regular business hours. This includes a designated office within a home state of residence.
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B. In addition to satisfying the requirements of Subsection A, an individual shall
(1) Be at least eighteen (18) years of age; and
(2) Have successfully passed the public adjuster examination.

3) Designate a licensed individual public adjuster responsible for the business entity’s compliance
with the insurance laws, rules, and regulations of this state; and

4) Designate only licensed individual public adjusters to exercise the business entity’s license.

Drafting Note: Subsection C is optional and would apply only to those states that have a business entity license requirement. C’s PLMA Section 6B.

C. The commissioner may require any documents reasonably necessary to verify the information contained in
the application.

Section 6. Examination

A. An individual applying for a public adjuster license under this act shall pass a written examination unless
exempt pursuant to Section 7. The examination shall test the knowledge of the individual concerning the
duties and responsibilities of a public adjuster and the insurance laws and regulations of this state.
Examinations required by this section shall be developed and conducted under rules and regulations
prescribed by the commissioner.

B. The commissioner may make arrangements, including contracting with an outside testing service, for
administering examinations and collecting the nonrefundable fee set forth in [insert appropriate reference to
state law or regulation].

C. Each individual applying for an examination shall remit a non-refundable fee as prescribed by the
commissioner as set forth in [insert appropriate reference to state law or regulation].

D. An individual who fails to appear for the examination as scheduled or fails to pass the examination, shall
reapply for an examination and remit all required fees and forms before being rescheduled for another
examination.

Drafting Note: A state may wish to prescribe by regulation limitations on the frequency of application for examination in addition to other prelicensing
requirements.

Drafting Note: If the state has adopted the Producer Licensing Model Act, it may not be necessary to adopt this section. Rather, the state may want to
amend its relevant insurance producer statute to include public adjusters.

Section 7. Exemptions from Examination

A. An individual who applies for a public adjuster license in this state who was previously licensed as a public
adjuster in another state based on an public adjuster examination shall not be required to complete any
prelicensing examination. This exemption is only available if the person is currently licensed in that state or
if the application is received within twelve (12) months of the cancellation of the applicant’s previous
license and if the prior state issues a certification that, at the time of cancellation, the applicant was in good
standing in that state or the state’s producer database records or records maintained by the NAIC, its
affiliates, or subsidiaries, indicate that the public adjuster is or was licensed in good standing.

B. A person licensed as a public adjuster in another state based on an public adjuster examination who moves
to this state shall make application within ninety (90) days of establishing legal residence to become a
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resident licensee pursuant to Section 5. No prelicensing examination shall be required of that person to
obtain a public adjuster license.

C. An individual who applies for a public adjuster license in this state who was previously licensed as a public
adjuster in this state shall not be required to complete any prelicensing examination. This exemption is only
available if the application is received within twelve (12) months of the cancellation of the applicant’s
previous license in this state and if, at the time of cancellation, the applicant was in good standing in this
state.

Drafting Note: If the state has adopted the Producer Licensing Model Act , it may not be necessary to adopt this section. Rather, the state may want to
amend its relevant insurance producer statute to include public adjusters.

Section 8. Nonresident License Reciprocity

A. Unless denied licensure pursuant to Section 11, a nonresident person shall receive a nonresident public
adjuster license if:

(1) The person is currently licensed as a resident public adjuster and in good standing in his or her
home state;
2) The person has submitted the proper request for licensure, has paid the fees required by [insert

appropriate reference to state law or regulation] [NAIC’s PLMA Section 8A(2)], and has provided
proof of financial responsibility as required in Section 12 of this Act;

3) The person has submitted or transmitted to the commissioner the appropriate completed
application for licensure; and

4 The person’s home state awards non-resident public adjuster licenses to residents of this state on
the same basis.

B. The commissioner may verify the public adjuster’s licensing status through the producer database
maintained by the NAIC, its affiliates, or subsidiaries.

C. As a condition to continuation of a public adjuster license issued under this section, the licensee shall
maintain a resident public adjuster license in his or her home state. The non-resident public adjuster license
issued under this section shall terminate and be surrendered immediately to the commissioner if the home
state public adjuster license terminates for any reason, unless the public adjuster has been issued a license
as a resident public adjuster in his or her new home state. Notification to the state or states where non-
resident license is issued must be made as soon as possible, yet no later that thirty (30) days of change in
new state resident license. Licensee shall include new and old address. A new state resident license is
required for non-resident licenses to remain valid. The new state resident license must have reciprocity with
the licensing non-resident state(s) for the non-resident license not to terminate.

Drafting Note: If the state has adopted the PLMA, it may not be necessary to adopt this section. Rather, the state may want to amend its relevant insurance
producer statute to include public adjusters.

Section 9. License

A. Unless denied licensure under this Act, persons who have met the requirements of this Act shall be issued a
public adjuster license.

B. A public adjuster license shall remain in effect unless revoked, terminated or suspended as long as the

© 2023 National Association of Insurance Commissioners MO-228-6



Attachment Thirteen
| Draft: 6/18/24

Adopted by the Executive Committee and Plenary, XX, 2024

Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 2024
Adopted by the Producer Licensing (D) Task Force, Nov. 17, 2024

Adopted by the Public Adjuster Licensing (D) Working Group, July 17, 2024

Revision marks reflect proposed changes from Public Adjuster Model Act adopted by the NAIC in 2005.

request for renewal and fee set forth in [insert appropriate reference to state law or regulation] is paid and
any other requirements for license renewal are met by the due date.

C. The licensee shall inform the commissioner by any means acceptable to the commissioner of a change of
address, change of legal name, or change of information submitted on the application within thirty (30)
days of the change.

D. A licensed public adjuster shall be subject to [cite state’s Unfair Claims Settlement Act and state’s Trade
Practices and Fraud sections of the Insurance Code].

E. A public adjuster who allows his or her license to lapse may, within twelve (12) months from the due date
of the renewal, be issued a new public adjuster license upon the commissioner’s receipt of the request for
renewal. However, a penalty in the amount of double the unpaid renewal fee shall be required for the issue
of the new public adjuster license. The new public adjuster license shall be effective the date the
commissioner receives the request for renewal and the late payment penalty.

F. Any public adjuster licensee that fails to apply for renewal of a license before expiration of the current
license shall pay a lapsed license fee of twice the license fee and be subject to other penalties as provided
by law before the license will be renewed. If the Department receives the request for reinstatement and the
required lapsed license fee within sixty (60) days of the date the license lapsed, the Department shall
reinstate the license retroactively to the date the license lapsed. If the Department receives the request for
reinstatement and the required lapsed license fee after sixty (60) days but within one year of the date the
license lapsed, the Department shall reinstate the license prospectively with the date the license is
reinstated. If the person applies for reinstatement more than one year from date of lapse, the person shall
reapply for the license under this Act.

G. A licensed public adjuster thatwho is unable to comply with license renewal procedures due to military
service, a long-term medical disability, or some other extenuating circumstance, may request a waiver of
those procedures. The public adjuster may also request a waiver of any examination requirement, fine, or
other sanction imposed for failure to comply with renewal procedures.

Drafting Note: References to license “renewal” should be deleted in those states that do not require license renewal.

H. The license shall contain the licensee’s name, city and state of business address, personal identification
number, the date of issuance, the expiration date, and any other information the commissioner deems
necessary. I. In order to assist in the performance of the commissioner’s duties, the commissioner may
contract with non-governmental entities, including the NAIC or any affiliates or subsidiaries that the NAIC
oversees, to perform any ministerial functions, including the collection of fees and data, related to licensing
that the commissioner may deem appropriate. |

Drafting Note: If the state has adopted the Producer Licensing Model Act, it may not be necessary to adopt this section. Rather, the state may want to
amend its relevant insurance producer statute to include public adjusters.

| Section 10. Apprentice Public Adjuster License {(Optional})

A. The apprentice public adjuster license is an optional license to facilitate the training necessary to ensure
reasonable competency to fulfill the responsibilities of a public adjuster as defined in [insert state statute].

B. The apprentice public adjuster license shall be subject to the following terms and conditions:

(1) An attestation/certification from a licensed public adjuster (licensee) shall accompany an
application for an initial apprentice public adjuster license assuming responsibility for all actions
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of such applicant;

2) The apprentice public adjuster is authorized to adjust claims in the state that has issued licensure
only;
3) The apprentice public adjuster shall not be required to take and successfully complete the
prescribed public adjuster examination;
4) The licensee shall at all times be an employee of a public adjuster and subject to training,
direction, and control by a licensed public adjuster;
(5) The apprentice public adjuster license is for a period not to exceed twelve (12) months, the license
shall not be renewed;
(6) The licensee is restricted to participation in factual investigation, tentative closing and solicitation
of losses subject to the review and final determination of a licensed public adjuster;
(7 Compensation of an apprentice public adjuster shall be on a salaried or hourly basis only; and
() The licensee shall be subject to suspension, revocation, or conditions in accordance with [Insert
Sstate Elaws].
Section 11. License Denial, Non-rRenewal, or Revocation
A. The commissioner may place on probation, suspend, revoke or refuse to issue or renew a public adjuster’s

license or may levy a civil penalty in accordance with [insert appropriate reference to state law] or any
combination of actions, for any one or more of the following causes:

(1

2)

3)
(4)

)

(6)
(7

®)

)

Providing incorrect, misleading, incomplete, or materially untrue information in the license
application;

Violating any insurance laws, or violating any regulation, subpoena, or order of the commissioner
or of another state’s insurance commissioner;

Obtaining or attempting to obtain a license through misrepresentation or fraud;

Improperly withholding, misappropriating, or converting any monies or properties received in the
course of doing insurance business;

Intentionally misrepresenting the terms of an actual or proposed insurance contract or application
for insurance;

Having been convicted of a felony;

Having admitted or been found to have committed any insurance unfair trade practice or insurance
fraud;

Using fraudulent, coercive or dishonest practices; or demonstrating incompetence,
untrustworthiness or financial irresponsibility in the conduct of business in this state or elsewhere;

Having an insurance license, or its equivalent, denied, suspended, or revoked in any other state,
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province, district or territory;

(10) Forging another’s name to an application for insurance or to any document related to an insurance
transaction;

(11) Cheating, including improperly using notes or any other reference material, to complete an
examination for an insurance license;

(12) Knowingly accepting insurance business from an individual who is not licensed but who is
required to be licensed by the commissioner;

(13) Failing to comply with an administrative or court order imposing a child support obligation; or

(14) Failing to pay state income tax or comply with any administrative or court order directing payment
of state income tax.

Drafting Note: Paragraph (14) is for those states that have a state income tax.

B. In the event that the action by the commissioner is to deny an application for or not renew a license, the
commissioner shall notify the applicant or licensee and advise, in writing, the applicant or licensee of the
reason for the non-renewal or denial of the applicant’s or licensee’s license. The applicant or licensee may
make written demand upon the commissioner within [insert appropriate time period from state’s
administrative procedure act] for a hearing before the commissioner to determine the reasonableness of the
commissioner’s action. The hearing shall be held within [insert time period from state law] and shall be
held pursuant to [insert appropriate reference to state law].

C. The license of a business entity may be suspended, revoked or refused if the commissioner finds, after
hearing, that an individual licensee’s violation was known or should have been known by one or more of
the partners, officers or managers acting on behalf of the business entity and the violation was neither
reported to the commissioner nor corrective action taken.

D. In addition to or in lieu of any applicable denial, suspension or revocation of a license, a person may, after
hearing, be subject to a civil fine according to [insert appropriate reference to state law].

E. The commissioner shall retain the authority to enforce the provisions of and impose any penalty or remedy
authorized by this Act and Title [insert appropriate reference to state law] against any person who is under
investigation for or charged with a violation of this Act or Title [insert appropriate reference to state law]
even if the person’s license or registration has been surrendered or has lapsed by operation of law.

Drafting Note: If the state has adopted the Producer Licensing Model Act, it may not be necessary to adopt this section. The state may want to amend its
relevant insurance producer statute to include public adjusters.

Section 12. Bond or Letter of Credit

Prior to issuance of a license as a public adjuster and for the duration of the license, the applicant shall secure evidence of
financial responsibility in a format prescribed by the insurance commissioner through a security bond or irrevocable letter of
credit:

A. A surety bond executed and issued by an insurer authorized to issue surety bonds in this state, which bond:

(1 Shall be in the minimum amount of $20,000;
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2) Shall be in favor of this state and shall specifically authorize recovery by the commissioner on
behalf of any person in this state who sustained damages as the result of erroneous acts, failure to
act, conviction of fraud, or conviction of unfair practices in his or her capacity as a public adjuster;
and

3) Shall not be terminated unless at least thirty (30) days’ prior written notice will have been filed
with the commissioner and given to the licensee.

B. An irrevocable letter of credit issued by a qualified financial institution, which letter of credit:
(1 Shall be in the minimum amount of $20,000;
2) Shall be to an account to the commissioner and subject to lawful levy of execution on behalf of

any person to whom the public adjuster has been found to be legally liable as the result of
erroneous acts, failure to act, fraudulent acts, or unfair practices in his or her capacity as a public
adjuster; and

3) Shall not be terminated unless at least thirty (30) days’ prior written notice will have been filed
with the commissioner and given to the licensee.

C. The issuer of the evidence of financial responsibility shall notify the commissioner upon termination of the
bond or letter of credit, unless otherwise directed by the commissioner.

D. The commissioner may ask for the evidence of financial responsibility at any time he or she deems
relevant.
E. The authority to act as a public adjuster shall automatically terminate if the evidence of financial

responsibility terminates or becomes impaired.
Section 13. Continuing Education
A. An individual, who holds a public adjuster license and who is not exempt under Subsection B of this
section, shall satisfactorily complete a minimum of twenty-four (24) hours of continuing education courses,
including ethics, reported on a biennial basis in conjunction with the license renewal cycle.

B. This section shall not apply to:

(1) Licensees not licensed for one full year prior to the end of the applicable continuing education
biennium; or

2) Licensees holding nonresident public adjuster licenses who have met the continuing education
requirements of their home state and whose home state gives credit to residents of this state on the
same basis.

C. Only continuing education courses approved by the commissioner shall be used to satisfy the continuing

education requirement of Subsection A.

© 2023 National Association of Insurance Commissioners MO-228-10



Attachment Thirteen

Draft: 6/18/24
Adopted by the Executive Committee and Plenary, XX, 2024
Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 2024
Adopted by the Producer Licensing (D) Task Force, Nov. 17, 2024
Adopted by the Public Adjuster Licensing (D) Working Group, July 17, 2024
Revision marks reflect proposed changes from Public Adjuster Model Act adopted by the NAIC in 2005.

Section 14. Public Adjuster Fees

BA. A public adjuster shall not pay a commission, service fee or other valuable consideration to a person for
investigating or settling claims in this state if that person is required to be licensed under this Act and is not
so licensed.

CB. A person shall not accept a commission, service fee or other valuable consideration for investigating or
settling claims in this state if that person is required to be licensed under this Act and is not so licensed.

BC. A public adjuster may pay or assign commission, service fees or other valuable consideration to persons
who do not investigate or settle claims in this state, unless the payment would violate [insert appropriate
reference to state law, i.e. citation to anti-rebating statute or sharing commission statute, if applicable].

ED. [Optionall-Hnthe-event-of a—catastrephie—disaster—tThere shall be limits on eatastrophie-fees;. 8No public

adjuster shall charge, agree to or accept as compensation or reimbursement any payment, commission, fee,
or another thing of value equal teof more than ten percent (10%) efanyinsurancesettlement-orproeeedsfor
any catastrophic insurance claim settlement, and no more than fifteen percent (15%) for any insurance
claim settlement. No public adjuster shall require, demand or accept any fee, retainer, compensation,
deposit, or other thing of value, prior to settlement of a claim.

angage in this model

Section 15. Contract Between Public Adjuster and Insured
A. Public adjusters shall ensure that all contracts for their services are in writing and contain the following
terms:
(1) Legible full name of the adjuster signing the contract, as specified in Department of Insurance
records;
2) Permanent home state business address and phone number;
3) Department of Insurance license number;

@) Title of “Public Adjuster Contract”;

5) The insured’s full name, street address, insurance company name and policy number, if known or
upon notification;

(6) A description of the loss and its location, if applicable;

7 Description of services to be provided to the insured;

(8) Signatures of the public adjuster and the insured;

9) Date contract was signed by the public adjuster and date the contract was signed by the insured;
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(10) Attestation language stating that the public adjuster is fully bonded pursuant to state law; and

(11 Full salary, fee, commission, compensation or other considerations the public adjuster is to receive
for services.

B. The contract may specify that the public adjuster shall be named as a co-payee on an insurer’s payment of a
claim.
(1) If the compensation is based on a share of the insurance settlement, the exact percentage shall be
specified.
2) Initial expenses to be reimbursed to the public adjuster from the proceeds of the claim payment

shall be specified by type, with dollar estimates set forth in the contract and with any additional
expenses first approved by the insured.

3) Compensation provisions in a public adjusting contract shall not be redacted in any copy of the
contract provided to the commissioner. Such a redaction shall constitute an omission of material
fact in violation of [insert reference to relevant state law].

C. If the insurer, not later than seventy-two (72) hours after the date on which the loss is reported to the
insurer, either pays or commits in writing to pay to the insured the policy limit of the insurance policy, the
public adjuster shall:

(1) Not receive a commission consisting of a percentage of the total amount paid by an insurer to
resolve a claim;

2) Inform the insured that loss recovery amount might not be increased by insurer; and

3) Be entitled only to reasonable compensation from the insured for services provided by the public
adjuster on behalf of the insured, based on the time spent on a claim and expenses incurred by the
public adjuster, until the claim is paid or the insured receives a written commitment to pay from
the insurer.

D. A public adjuster shall provide the insured a written disclosure concerning any direct or indirect financial
interest that the public adjuster has with any other party who is involved in any aspect of the claim, other
than the salary, fee, commission or other consideration established in the written contract with the insured,
including but not limited to any ownership of, other than as a minority stockholder, or any compensation
expected to be received from, any construction firm, salvage firm, building appraisal firm, motor vehicle
repair shop, or any other firm which that provides estimates for work, or that performs any work, in
conjunction with damages caused by the insured loss on which the public adjuster is engaged. The word
“firm” shall include any corporation, partnership, association, joint-stock company or person.

E. A public adjuster contract may not contain any contract term that:
(1) Allows the public adjuster’s percentage fee to be collected when money is due from an insurance
company, but not paid, or that allows a public adjuster to collect the entire fee from the first check
issued by an insurance company, rather than as percentage of each check issued by an insurance

company;

2) Requires the insured to authorize an insurance company to issue a check only in the name of the
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public adjuster;

3) Imposes collection costs or late fees; or
@) Precludes a public adjuster from pursuing civil remedies.
F. Prior to the signing of the contract the public adjuster shall provide the insured with a separate disclosure

document regarding the claim process that states:

(1) Property insurance policies obligate the insured to present a claim to his or her insurance company
for consideration. There are three (3) types of adjusters that could be involved in that process. The
definitions of the three types are as follows:

(a) “Company adjuster” means the insurance adjusters who are employees of an insurance
company. They represent the interest of the insurance company and are paid by the
insurance company. They will not charge you a fee.

(b) “Independent adjuster” means the insurance adjusters who are hired on a contract basis
by an insurance company to represent the insurance company’s interest in the settlement
of the claim. They are paid by your insurance company. They will not charge you a fee.

(c) “Public adjuster” means the insurance adjusters who do not work for any insurance
company. They work for the insured to assist in the preparation, presentation and
settlement of the claim. The insured hires them by signing a contract agreeing to pay
them a fee or commission based on a percentage of the settlement, or other method of
compensation.

2) The insured is not required to hire a public adjuster to help the insured meet his or her obligations
under the policy, but has the right to do so.

3) The insured has the right to initiate direct communications with the insured’s attorney, the insurer,
the insurer’s adjuster, and the insurer’s attorney, or any other person regarding the settlement of
the insured’s claim.

@) The public adjuster is not a representative or employee of the insurer.
(5 The salary, fee, commission or other consideration is the obligation of the insured, not the insurer.
G. The contracts shall be executed in duplicate to provide an original contract to the public adjuster, and an

original contract to the insured. The public adjuster's original contract shall be available at all times for
inspection without notice by the commissioner.

H. The public adjuster shall provide the insurer a notification letter, which has been signed by the insured,
authorizing the public adjuster to represent the insured’s interest._The insurer shall verify the public
adjuster holds a valid license with the Department of Insurance.

L The public adjuster shall give the insured written notice of the insured’s right as provided in [cite the state
consumer protection laws].

1. The insured has the right to rescind the contract within three (3) business days after the date the contract

was signed. The rescission shall be in writing and mailed or delivered to the public adjuster at the address
in the contract within the three (3) business day period.
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K. If the insured exercises the right to rescind the contract, anything of value given by the insured under the

contract will be returned to the insured within fifteen (15) business days following the receipt by the public
adjuster of the cancellation notice.

I~

Subject to its terms relating to assignability, a property insurance policy, whether heretofore or hereafter
issued, under the terms of which the policy and its rights and benefits are assignable, may provide that the
rights and benefits under the insurance may only be assigned to a person who has the legal authority to
represent the named insured or to a subsequent owner of the property to whom title is transferred, and may
explicitly prohibit assignment of rights and benefits to any other person, including a property repair
contractor. For purposes of this subsection, having “legal authority to represent the named insured”
includes the person named by the named insured as having the named insured’s power of attorney, the
person who is the name insured’s licensed public adjuster, or any other comparable person. Property repair
contractors operating in this state may not subvert the public adjuster licensing requirements of [insert
appropriate reference to state law] through the acquisition of a power of attorney from the named insured.

Drafting Note: The details in this section should comply with your state’s consumer protection contract rescission law.

Section 16. Unlicensed Actors

A person or entity commits a fraudulent insurance act if he or she:

A. Represents or advertises themself to be a public adjuster who has not met the requirements of licensure
under [insert appropriate reference to state law].

B. Conducts business for which a license is required under this Act without a license.

Section +617.  Escrow or Trust Accounts

A public adjuster who receives, accepts or holds any funds on behalf of an insured, towards the settlement of a claim for loss
or damage, shall deposit the funds in a non-interest bearing escrow or trust account in a financial institution that is insured by
an agency of the federal government in the public adjuster’s home state or where the loss occurred.

Section +718.  Record Retention

A. A public adjuster shall maintain a complete record of each transaction as a public adjuster. The records
required by this section shall include the following:

@)) Name of the insured;

2) Date, location and amount of the loss;

3) Copy of the contract between the public adjuster and insured;

4) Name of the insurer, amount, expiration date and number of each policy carried with respect to the
loss;

5) Itemized statement of the insured’s recoveries;

(6) Itemized statement of all compensation received by the public adjuster, from any source

whatsoever, in connection with the loss;
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Section 1819.

A.

I

©

(7 A register of all monies received, deposited, disbursed, or withdrawn in connection with a
transaction with an insured, including fees transfers and disbursements from a trust account and all
transactions concerning all interest bearing accounts;

(8) Name of public adjuster who executed the contract;

9 Name of the attorney representing the insured, if applicable, and the name of the claims
representatives of the insurance company; and

(10) Evidence of financial responsibility in a format prescribed by the insurance commissioner.

Records shall be maintained for at least five (5) years after the termination of the transaction with an
insured and shall be open to examination by the commissioner at all times.

Records submitted to the commissioner in accordance with this section that contain information identified
in writing as proprietary by the public adjuster shall be treated as confidential by the commissioner and
shall not be subject to [insert reference to open record laws] of this state.

Standards of Conduct of Public Adjuster

A public adjuster is obligated, under his or her license, to serve with objectivity and complete loyalty the
interest of his client alone; and to render to the insured such information, counsel and service, as within the
knowledge, understanding and opinion in good faith of the licensee, as will best serve the insured’s
insurance claim needs and interest.

A public adjuster shall not solicit, or attempt to solicit, an insured during the progress of a loss-producing
occurrence, as defined in the insured’s insurance contract.

A public adjuster shall not advertise or infer damage unless an inspection of the property has been
completed.

A public adjuster shall not offer to pay an insured’s deductible, or claim the insured’s deductible will be
waived, as an inducement to using the services of a public adjuster.

A public adjuster shall not permit an unlicensed employee or representative of the public adjuster to
conduct business for which a license is required under this Act.

A public adjuster shall not have a direct or indirect financial interest in any aspect of the claim, other than
the salary, fee, commission or other consideration established in the written contract with the insured;

A public adjuster shall not acquire any interest in salvage of property subject to the contract with the
insured unless the public adjuster obtains written permission from the insured after settlement of the claim
with the insurer as set forth in Section 15G.

The public adjuster shall abstain from referring or directing the insured to get needed repairs or services in
connection with a loss from any person;-unless-diselosed-to-the-insured:

(1) With whom the public adjuster has a financial interest; or
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2) From whom the public adjuster may receive direct or indirect compensation for the referral.

”»

Drafting Note: Optional language for Subsection F: “Licensees may not solicit a client for employment between the hoursof  pmand __ am.

G.

HI. Any compensation or anything of value in connection with an insured’s specific loss that will be received
by a public adjuster shall be disclosed by the public adjuster to the insured in writing including the source
and amount of any such compensation.

1. Public adjusters shall adhere to the following general ethical requirements:

(1) A public adjuster shall not undertake the adjustment of any claim if the public adjuster is not
competent and knowledgeable as to the terms and conditions of the insurance coverage, or which
otherwise exceeds the public adjuster’s current expertise;

2) A public adjuster shall not knowingly make any oral or written material misrepresentations or
statements which are false or maliciously critical and intended to injure any person engaged in the
business of insurance to any insured client or potential insured client;

3) No public adjuster, while so licensed by the Department, may represent or act as a company
adjuster, or independent adjuster on the same claim,;

Drafting Note: If a state only allows licensure in one class of adjuster licensing, the adjuster may not represent another type of licensure in any
circumstance.

4) The contract shall not be construed to prevent an insured from pursuing any civil remedy after the
three-business day revocation or cancellation period;

(5) A public adjuster shall not enter into a contract or accept a power of attorney that vests in the
public adjuster the effective authority to choose the persons who shall perform repair work; and

(6) A public adjuster shall ensure that all contracts for the public adjuster’s services are in writing and
set forth all terms and conditions of the engagement.

JK. A public adjuster may not agree to any loss settlement without the insured’s knowledge and consent.
Section 1920.  Reporting of Actions

A. The public adjuster shall report to the commissioner any administrative action taken against the public
adjuster in another jurisdiction or by another governmental agency in this state within thirty (30) days of
the final disposition of the matter. This report shall include a copy of the order, consent to order, or other
relevant legal documents.

B. Within thirty (30) days of the initial pretrial hearing date, the public adjuster shall report to the
commissioner any criminal prosecution of the public adjuster taken in any jurisdiction. The report shall
include a copy of the initial complaint filed, the order resulting from the hearing, and any other relevant
legal documents.
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Drafting Note: If the state has adopted the Producer Licensing Model Act , it may not be necessary to adopt this section. Rather, the state may want to
amend its relevant insurance producer statute to include public adjusters.

Section 2021.  Regulations

The commissioner may, in accordance with [insert appropriate reference to state law], promulgate reasonable regulations as
are necessary or proper to carry out the purposes of this Act.

Section 2122.  Severability

If any provisions of this Act, or the application of a provision to any person or circumstances, shall be held invalid, the
remainder of the Act, and the application of the provision to persons or circumstances other than those to which it is held
invalid, shall not be affected.

Section 2223.  Effective Date

This Act shall take effect [insert date]. Provided, however that the provision of Section 4 does not become effective until a
state participates in the NAIC’s central repository for the purpose of obtaining criminal background information.

Drafting Note: A minimum of six months to one-year implementation time for proper notice of changes, fees, and procedures is recommended.

Chronological Summary of Action (all references are to the Proceedings of the NAIC).

2005 Proc. 2" Quarter 698 (adopted by parent committee).
2005 Proc. 3" Quarter 26, 35-49 (amended and adopted by Plenary).

© 2023 National Association of Insurance Commissioners MO-228-17



Attachment Thirteen

Draft: 6/18/24
Adopted by the Executive Committee and Plenary, XX, 2024
Adopted by the Market Regulation and Consumer Affairs (D) Committee, XX, 2024
Adopted by the Producer Licensing (D) Task Force, Nov. 17, 2024
Adopted by the Public Adjuster Licensing (D) Working Group, July 17, 2024
Revision marks reflect proposed changes from Public Adjuster Model Act adopted by the NAIC in 2005.

NAIC Public Insurance Adjuster Surety Bond Sample

BOND NO.
Know All Persons by These Presents:
That we, as Principal, whose address is
and as Surety, being a surety company authorized
to do business in the State of re bound to the Department of Insurance in the sum of $10,000.00 as specified

at [ insert reference to state law or regulation]. The specified sum is payable to the [insert state] Department of Insurance for
the use and benefit of any customer of the above described Principal and as defined by the [insert state] Insurance Code,
[insert citation] in acceptable currency of the United States in accordance with the statutory provision cited above. By this
instrument, we jointly and severally firmly bind ourselves, out heir s, executors, administrators, successors and assigns.

The conditions of the above obligations are:

Whereas the above named Principal has applied to the [insert state] Department of Insurance for a license as a Public
Insurance Adjuster to engage in or continue the business of insurance as a Public Insurance Adjuster in accordance with the
[insert state] Insurance Code;

Now, Therefore, should the Principal discharge losses that result from any final judgment recovered against the Principal by
any customer, this obligation will become void. If this obligation is not void, it remains in full force and effect, subject to the
following conditions:

1. As of , 20 , this bond will be in full force and effect indefinitely. Continuation or renewal
certificates are unnecessary.

2. The surety may, at any time, terminate this bond by submitting written notice to the [insert state] Department of
Insurance thirty (30) days prior to the termination date. The surety, however, remains liable for any defaults under this bond
committed prior to the termination date.

3. In no event will the aggregate liability of the Surety under this bond, for any or all damages to one or more

claimants, exceed the penal sum of this bond.

In Witness Whereof said Principal and Surety have executed this bond this day of
,20  to be effective the day of , 20

PRINCIPAL

BY

ADDRESS

SURETY
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