
Artificial intelligence (AI) is being deployed across the U.S. 
economy at an accelerating pace, and insurers should be at the 
forefront of this trend for two major reasons.

First, adopting AI could address insurance affordability. Insurers 
are already using AI tools to improve operational efficiency: 
automating routine processes, accelerating claims handling, 
improving underwriting precision, and synthesizing information 
faster than was previously possible. AI can improve operational 
efficiency and reduce costs, which may allow insurers to 
moderate premiums over time, easing price pressure on 
consumers and businesses.

Second, the rise of AI use among insurers’ commercial 
customers – including health care, manufacturing, financial 
services, and legal – creates new liability exposures that are not 
yet fully understood or adequately covered. As risk managers, 
insurers must identify, evaluate, and accurately price coverage 
for emerging risks, including risks generated by using AI. Done 
well, AI governance positions insurers not just for internal 
compliance, but as credible, expert assessors of AI risk for the 
commercial sectors they serve.

It is against this backdrop the National Association of Insurance 
Commissioners’ (NAIC) expanding AI oversight pilot takes on its 
full significance.

What is the NAIC pilot?

The NAIC’s Big Data and Artificial Intelligence (H) Working Group 
developed the AI Systems Evaluation Tool to give regulators 
a structured framework for assessing how insurers govern 
their AI and machine learning systems. The tool is designed 
to complement, not replace, existing market conduct, financial 
analysis, and financial examination procedures.

The pilot launched on March 2, 2026, and runs through 
September 2026. Participating states are California, Colorado, 
Connecticut, Florida, Iowa, Louisiana, Maryland, Pennsylvania, 
Rhode Island, Vermont, Virginia and Wisconsin. The program 
is now on Version 4.0 of the tool, which includes clarifications 
that the tool does not create new expectations including new 
AI governance requirements, as well as simplified risk impact 
references.

What are examiners looking at?

The tool is organized around four “exhibits” that together provide 
regulators with a comprehensive picture of an insurer’s AI 
footprint and governance posture:

•	 Exhibit A asks insurers to quantify their AI usage across 
business functions.

•	 Exhibit B evaluates the governance and risk assessment 
framework in place.

•	 Exhibit C focuses on details of high-risk AI systems 
specifically.

•	 Exhibit D captures AI data details.

Participating states are applying a proportionality principle, 
directing higher scrutiny toward AI systems that could affect 
consumers or financial stability, including claims automation, 
underwriting models and pricing algorithms, while placing less 
focus on low-risk back-office applications. The pilot spans 
property/casualty, life and health lines of business.
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Why it matters

The pilot’s objectives make clear regulators are seeking 
to understand whether insurers can clearly explain their AI 
governance systems and whether standard governance 
practices are in place and working. A practical standard worth 
keeping in mind: if an AI output cannot be explained to a 
regulator or a client, acting on it without further review carries 
meaningful risk. With the pilot now active across 12 states, this 
standard is becoming a compliance expectation, not just good 
practice.

Results will inform long-term recommendations for market 
conduct and financial risk assessment processes, and the tool 
is on track for formal adoption consideration at the NAIC Fall 
National Meeting in November 2026. Insurers operating in 
participating states should anticipate potential documentation 
requests and ensure their AI governance structures reflect 
current deployments, including AI inventories, verification 
that models are operating as intended, vendor oversight 
documentation, and defined human oversight protocols for high-
impact decisions.

The pilot does not prevent states from pursuing additional AI 
regulatory measures independently, and insurers should monitor 
developments at both the state and NAIC level as the tool is 
refined through the fall.

The industry responds

The pilot has not advanced without friction. In December 2025, a 
coalition of trade associations representing life, health, property/
casualty, mutual and reinsurance companies sent a joint letter to 
the NAIC objecting to the pilot’s structure. Their central concern: 
the pilot was voluntary for state regulators but compulsory for 
carriers in participating states. The letter also raised questions 
about the pilot’s duration, the potential for penalties tied to 
negative findings, and the possibility the tool would launch 
before a final public comment period.

Individual trade groups pressed more specific objections:

•	 The risk of duplicative requests across states and argued 
the tool’s scope was too broad, particularly its references to 
“indirect” impacts and “ethical use of AI” rather than ties to 
existing law.

•	 Whether the tool’s governance language could be read as 
creating new regulatory requirements.

•	 Concerns about the inclusion of Generalized Linear Models 
and called for clearer definitions of key terms.

The road ahead: Agentic AI and the next 
governance frontier

The AI systems at the center of today’s regulatory discussions 
are predominantly generative and predictive tools that assist 
decision-making or surface signals requiring human review. The 
next wave is already arriving. Agentic AI systems do not just 
assist or predict; they initiate workflows, execute decisions, and 
operate across systems with increasing autonomy. 

Highlighting the need to balance oversight with innovation, 
the findings suggest that effective AI governance will play an 
increasingly important role as insurers expand the use of artificial 
intelligence across underwriting, claims, fraud detection and 
customer service. As insurers evaluate governance frameworks, 
key considerations include transparency, accountability, 
regulatory compliance and consumer trust.

Regulatory approaches continue to evolve, and the insurance 
industry’s experience implementing AI governance under 
existing regulatory frameworks may provide useful insights for 
policymakers and other sectors facing similar challenges.

As AI adoption accelerates, governance practices will remain a 
critical component of risk management. The approaches insurers 
develop today will help inform how AI is deployed, monitored 
and governed across the insurance value chain going forward.
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The AI Policy Council, powered by the Insurance 
Information Institute (Triple-I), provides research-driven 
insights and shared best practices to help industry 
professionals, trade groups, policymakers, regulators 
and consumers navigate the evolving AI landscape. 
The AI Policy Council is part of the broader AI Council 
Initiative, which also includes the AI Solutions Council, 
focused on deploying multiparty AI solutions across the 
industry, and is supported by The Institutes RiskStream 
Collaborative.
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