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Date: 7/19/18 
2018 Summer National Meeting 

Boston, Massachusetts 
 

REINSURANCE (E) TASK FORCE 
Monday, August 6, 2018 

8:00 – 9:30 a.m. 
Hynes Convention Center—Ballroom C—3rd Floor 

 
ROLL CALL 

 
Maria T. Vullo, Chair New York Gary Anderson Massachusetts 
Chlora Lindley-Myers, Vice Chair Missouri Mike Chaney Mississippi 
Jim L. Ridling Alabama Matthew Rosendale Montana 
Lori K. Wing-Heier Alaska Bruce R. Ramge Nebraska 
Peter Fuimaono American Samoa John Elias New Hampshire 
Allen W. Kerr Arkansas Marlene Caride New Jersey 
Dave Jones California Mike Causey North Carolina 
Michael Conway Colorado Jon Godfread North Dakota 
Katharine L. Wade Connecticut Jillian Froment Ohio 
Trinidad Navarro Delaware John D. Doak Oklahoma 
Stephen C. Taylor District of Columbia Javier Rivera Rios Puerto Rico 
David Altmaier Florida Elizabeth Kelleher Dwyer Rhode Island 
Ralph T. Hudgens Georgia Raymond G. Farmer South Carolina 
Gordon I. Ito Hawaii Julie Mix McPeak Tennessee 
Dean L. Cameron Idaho Kent Sullivan Texas 
Stephen W. Robertson Indiana Todd E. Kiser Utah 
Doug Ommen Iowa Michael S. Pieciak Vermont 
Ken Selzer Kansas  Scott A. White Virginia 
Nancy G. Atkins Kentucky Allan L. McVey West Virginia 
James J. Donelon Louisiana Ted Nickel Wisconsin 
Eric A. Cioppa Maine   
 
NAIC Support Staff: Jake Stultz/Dan Schelp 

AGENDA 
1. Consider Adoption of its Spring National Meeting Minutes 

—Superintendent Maria T. Vullo (NY) 
Attachment One 

  

2. Consider Adoption of the Qualified Jurisdiction (E) Working Group Report 
––Commissioner Marlene Caride (NJ) 

 

  

3. Consider Adoption of the Reinsurance Financial Analysis (E) Working Group Report 
––John Rehagen (MO) 

 

  

4. Discuss the Exposed Proposed Revisions to the Credit for Reinsurance Model Law (#785) and 
the Credit for Reinsurance Model Regulation (#786) to Incorporate Relevant Provisions of the 
“Bilateral Agreement Between the United States of America and the European Union on 
Prudential Measures Regarding Insurance and Reinsurance” (Bilateral Agreement) 
—Superintendent Maria T. Vullo (NY) 

 

o June 21 Exposure Draft of Model #785 Attachment Two 
o June 21 Exposure Draft of Model #786 Attachment Three 
o Comment Letters Received on June 21 Exposures Attachment Four 
  

5. Discuss Any Other Matters Brought Before the Task Force––Superintendent Maria T. Vullo (NY)  
  

6. Adjournment  
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Date: 3/30/18 
 

Reinsurance (E) Task Force 
Milwaukee, Wisconsin 

March 25, 2018 
 
The Reinsurance (E) Task Force met in Milwaukee, WI, March 25, 2018. The following Task Force members participated: 
Maria T. Vullo, Chair (NY); Chlora Lindley-Myers, Vice Chair, and John Rehagen (MO); Lori K. Wing-Heier represented 
by Maxine Froemling (AK); Jim L. Ridling represented by Sheila Travis (AL); Allen W. Kerr represented by Mel Anderson 
(AR); Dave Jones represented by Ken Schnoll (CA); Michael Conway represented by Rolf Kaumann (CO); Katharine L. 
Wade and Kathy Belfi (CT); Stephen C. Taylor (DC); Trinidad Navarro represented by Dave Lonchar (DE); David Altmaier 
and Carolyn Morgan (FL); Ralph T. Hudgens represented by Mark Ossi (GA); Gordon I. Ito represented by Tian Xiao (HI); 
Doug Ommen represented by Daniel Mathis (IA); Dean L. Cameron represented by Nathan Faragher (ID); Stephen W. 
Robertson represented by Roy Eft (IN); Ken Selzer represented by Tish Becker (KS); Nancy G. Atkins represented by 
Patrick O’Conner (KY); James J. Donelon represented by Stewart Guerin (LA); Gary Anderson represented by Christopher 
M. Joyce and Robert Macullar (MA); Eric A. Cioppa and Robert Wake (ME); Mike Chaney represented by John Wells (MS); 
Matthew Rosendale represented by Steve Matthews (MT); Mike Causey represented by Jackie Obusek (NC); Jon Godfread 
represented by Ed Moody (ND); Bruce R. Ramge represented by Justin Schrader and Lindsay Crawford (NE); 
Roger A. Sevigny represented by Doug Bartlett (NH); Marlene Caride represented by Peter L. Hartt and Richard Schlesinger 
(NJ); Jillian Froment represented by Dale Bruggeman (OH); John D. Doak represented by Eli Snowbarger (OK); Javier 
Rivera Rios (PR); Elizabeth Kelleher Dwyer and Jack Broccoli (RI); Raymond G. Farmer (SC); Julie Mix McPeak 
represented by Lorrie K. Brouse (TN); Kent Sullivan and Doug Slape (TX); Todd E. Kiser represented by Jake Garn (UT); 
Scott A. White represented by Edward Buyalos Jr. (VA); and Ted Nickel represented by Randy Milquet (WI). 
 
1. Adopted its 2017 Fall National Meeting Minutes 
 
Commissioner Altmaier made a motion, seconded by Commissioner Taylor, to adopt the Task Force’s Dec. 3, 2017, minutes 
(see NAIC Proceedings – Fall 2017, Reinsurance (E) Task Force). The motion passed unanimously. 
 
2. Adopted the Report of the Qualified Jurisdiction (E) Working Group 
 
Matt Todd (NAIC) provided the report of the Working Group. Mr. Todd stated that the anticipated actions on the “Bilateral 
Agreement Between the United States of America and the European Union (EU) on Prudential Measures Regarding 
Insurance and Reinsurance” (Covered Agreement) include a recommendation that the Financial Condition (E) Committee 
adopt a specific charge to the Working Group, which would be to consider changes to the Process for Developing and 
Maintaining the NAIC List of Qualified Jurisdictions to require that qualified jurisdictions recognize key NAIC solvency 
initiatives, including group supervision and group capital standards, as well as require strengthening of the information-
sharing requirements between the states and qualified jurisdictions. He stated that the Working Group would be expected to 
complete this charge by the Fall National Meeting. 
 
Mr. Todd stated that, at the 2017 Summer National Meeting, the Task Force had instructed the Working Group to cease work 
on the EU Solvency II Report until such time as it may become relevant again. The Task Force also instructed the Working 
Group to proceed forward with the requested evaluation of any new EU member states. Mr. Todd noted that the Working 
Group had not met since the 2017 Summer National Meeting to discuss the pending EU Solvency II Report. He stated that 
the Working Group stands ready to proceed with an evaluation of any jurisdictions that confirm an interest in pursuing 
qualified jurisdiction status. 
 
Mr. Todd noted that the Working Group had received a request to evaluate another EU member state for potential designation 
as a qualified jurisdiction. He noted that the Working Group had not received confirmation from the relevant supervisory 
authority that it is still interested in pursuing the process of becoming a qualified jurisdiction now that the Covered 
Agreement has been signed.  
 
Mr. Todd stated that, subject to any changes to the provisions of the Process for Developing and Maintaining the NAIC List 
of Qualified Jurisdictions, the Working Group will need to reevaluate the status of the supervisory authorities currently 
included on the NAIC List of Qualified Jurisdictions. He noted that all of these jurisdictions were approved as of Jan. 1, 
2015, and each designation is valid for five years (i.e., until Dec. 31, 2019), noting that that work is expected to begin near 
the end of 2018 or in early 2019. 
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Commissioner Altmaier made a motion, seconded by Director Hartt, to adopt the report of the Qualified Jurisdiction (E) 
Working Group. The motion passed unanimously. 
 
3. Adopted the Report of the Reinsurance Financial Analysis (E) Working Group 
 
Mr. Rehagen provided the report of the Reinsurance Financial Analysis (E) Working Group. He stated that the Working 
Group met via conference call Dec. 14, 2017, in regulator-to-regulator session pursuant to paragraph 3 (specific companies, 
entities or individuals) of the NAIC Policy Statement on Open Meetings. He stated that several company-specific tasks were 
completed during these conference calls, including discussion of eight renewal applications, three reinsurance passporting 
applications and responses to three follow-up letters on 2017 passported reinsurers. 
 
Mr. Rehagen stated that the memorandum dated March 14 (Attachment One), which discusses the next steps in the process of 
the Covered Agreement, includes potential charges directing the Working Group “to consider changes in its current methods 
of monitoring certified reinsurers domiciled in qualified jurisdictions to incorporate changes to state reinsurance collateral 
requirements caused by the EU Covered Agreement and any changes to Model #785 and Model #786 to provide similar 
treatment to reinsurers domiciled in qualified jurisdictions.” 
 
Mr. Rehagen stated that the Working Group monitors 26 certified reinsurers that have been recommended for passporting. He 
noted that with the expansion of EU reinsurers permitted to assume reinsurance under the Covered Agreement without being 
required to post collateral, and with the potential of similar treatment being extended to other qualified jurisdictions, the 
potential number of non-U.S. reinsurers that might be required to be monitored could expand exponentially. He stated that 
the Working Group would work with the Task Force to determine the best and most effective approaches to enhance the 
financial solvency surveillance capabilities and how to best work with the states to adequately protect the interests of 
policyholders and the states. 
 
Mr. Rehagen stated that the Working Group will work to complete any charges that are assigned by the Task Force or the 
Financial Condition (E) Committee in a timely manner and that the Working Group is available to provide their expertise at 
any time during the process of implementation of the Covered Agreement. 
 
Mr. Rehagen made a motion, seconded by Commissioner Altmaier, to adopt the report of the Reinsurance Financial Analysis 
(E) Working Group. The motion passed unanimously. 
 
4. Discussed the Covered Agreement and the Next Steps after the Public Hearing 
 
Superintendent Vullo provided an update on the Covered Agreement, which was signed Sept. 22, 2017, and would eliminate 
reinsurance collateral requirements for EU reinsurers that meet certain requirements. She noted that the states will need to 
consider action with respect to reinsurance collateral reforms within five years (60 months) or be subject to potential federal 
preemption.  
 
Superintendent Vullo stated that, on Feb. 20, the NAIC and Reinsurance (E) Task Force held a public hearing in New York to 
address the reinsurance collateral provisions of the Covered Agreement. She stated that the hearing was presided over by 
Commissioner McPeak; Commissioner Altmaier, as chair of the Financial Condition (E) Committee; and herself, as chair of 
the Reinsurance (E) Task Force. She noted that in attendance and participating at the hearing were many state insurance 
commissioners and state regulators, including Superintendent Cioppa, Director Farmer, Commissioner Nickel, Commissioner 
Tom Glause (WY), Commissioner Wade, Superintendent Dwyer and Acting Commissioner Caride, along with Director Hartt 
and Mr. Rehagen. 
 
Superintendent Vullo stated that, at the public hearing, the group heard from 18 speakers, including a representative of the 
U.S. Department of the Treasury, several U.S. domestic insurers and U.S. trade associations, as well as international 
reinsurers and international trade associations. She noted that the NAIC also received 20 comment letters from a wide variety 
of stakeholders and interested parties. She stated that there were approximately 160 people in attendance at the hearing, with 
another 181 participating via conference call. 
 
Superintendent Vullo stated that, as a result of the comments and testimony received at the hearing, the commissioner group 
submitted a memorandum dated March 14 (Attachment One) to the Financial Condition (E) Committee containing a Request 
for NAIC Model Law Development and several new proposed charges on how to address the reinsurance provisions of the 
Covered Agreement. She noted that a meeting of the Executive (EX) Committee has been tentatively scheduled for April 17 
to consider adoption of the model law request and the proposed charges contained in the memorandum. 
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Superintendent Vullo noted that it was the general consensus among many of the impacted parties that the NAIC should 
amend the Credit for Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation (#786) to afford 
reinsurers domiciled in other NAIC-qualified jurisdictions with similar reinsurance collateral requirements as that provided 
under the Covered Agreement. She stated that domestic insurers and their trade organizations were clear that, in order for 
reinsurers domiciled in qualified jurisdictions to obtain similar treatment to that afforded by the Covered Agreement, those 
qualified jurisdictions must provide to the states the same treatment and recognition afforded by EU countries pursuant to the 
Covered Agreement, and that any revisions to Model #785 and Model #786 should incorporate the standards included in the 
Covered Agreement, including the requirement that the qualified jurisdiction must agree to recognize the states’ approach to 
group supervision, including group capital. Superintendent Vullo added that many commenters recommended that the NAIC 
and the states give consideration in the model law framework to enforcement mechanisms and other protections in the event 
that a reinsurer, an EU jurisdiction or another qualified jurisdiction were to breach the Covered Agreement, or in case a non-
EU qualified jurisdiction fails to adhere to the obligations to which it must agree under the proposed revisions to Model #785 
and Model #786. 
 
Superintendent Vullo stated that the group of commissioners prepared a Request for NAIC Model Law Development and 
proposed charges to the Task Force to amend Model #785 and Model #786 to reflect this approach. She noted that the group 
of commissioners further recommended that the Financial Condition (E) Committee direct NAIC staff to begin drafting 
proposed changes to Model #785 and Model #786 for discussion by the Task Force and recommended specific charges to the 
Qualified Jurisdiction (E) Working Group and the Reinsurance Financial Analysis (E) Working Group to help implement any 
needed changes to internal processes required under the Covered Agreement. 
 
Superintendent Vullo stated that at the public hearing the group discussed placing regulatory guardrails on domestic ceding 
insurers for any change to the collateral requirements of their reinsurers as a result of the Covered Agreement. She stated that 
the group recommended additional charges to the Capital Adequacy (E) Task Force to review, and possibly modify, the life 
and health risk-based capital (RBC) formulas specific to reinsurance credit risk charges to be based on the financial strength 
of the reinsurer consistent with the property/casualty (P/C) RBC formula, giving due consideration to public default 
experience and current factors used by credit rating agencies. 
 
Superintendent Vullo stated that the group also recommended a charge to the Statutory Accounting Principles (E) Working 
Group to review, and possibly modify, Schedule F and any corresponding annual financial statement pages to determine how 
best to reflect the expected changes to Model #785 and Model #786, giving consideration to whether an allowance for 
doubtful accounts is appropriate. 
 
Superintendent Vullo noted that, assuming the charges are approved, the Task Force would like to have a working draft of 
any revisions to Model #785 and Model #786 by the Summer National Meeting, and for the NAIC membership to consider 
adoption of any revisions by the Fall National Meeting. 
 
Mr. Slape stated that there is a foundational issue with the non-EU qualified jurisdictions and their need to affirm the 
U.S. stated-based system of insurance regulation, noting that it must be officially memorialized in some way. He stated that 
this is a significant item to be cleared up in the beginning of the process of implementing the Covered Agreement. 
 
Superintendent Vullo stated that to extend the zero collateral provisions of the Covered Agreement to non-EU qualified 
jurisdictions; they must have the same requirements and acceptance of the U.S. stated-based system of insurance regulation. 
 
Karalee Morrell (Reinsurance Association of America—RAA) stated that the RAA appreciates the aggressive time frame the 
Task Force has presented for the actions to amend Model #785 and Model #786. Ms. Morrell asked about the timing of the 
first draft of the revisions to the models; specifically, if they will be exposed prior to the Summer National Meeting or if they 
will be first presented at that meeting. 
 
Superintendent Vullo stated that she is not able to provide specific details of the timeline right now, as the Task Force is 
waiting on charges from the Executive (EX) Committee and the Financial Condition (E) Committee. 
 
John Huff (Association of Bermuda Insurers and Reinsurers) asked about the NAIC/NIPR Insurance Summit scheduled to be 
held in June. Mr. Huff noted that some sections of the program will discuss the Covered Agreement, and he asked if these 
will be a function of the Task Force and if any action on the Covered Agreement will happen at that time.  
 

Attachment One 



Draft Pending Adoption 
 

© 2018 National Association of Insurance Commissioners 4 

Dan Schelp (NAIC) stated that the Insurance Summit sessions on the Covered Agreement are for education only and are not a 
function of the Task Force. 
 
5. Heard a Status Report on the States’ Implementation of Model #785, Model #786 and Model #787 
 
Mr. Schelp provided an update on the NAIC reinsurance collateral efforts and the progress of adoption by the states. 
Mr. Schelp stated that the 2011 revisions to Model #785 and Model #786 were originally optional, meaning that it was not 
required for a state to adopt the credit for reinsurance changes with respect to certified reinsurers in qualified jurisdictions 
but, if they did, they were required to make their revisions in a substantially similar manner to the models. The Financial 
Regulation Standards and Accreditation (F) Committee updated that standard, which becomes a uniform accreditation 
standard effective Jan. 1, 2019. He stated that, although there are expected to be changes to Model #785 and Model #786 for 
the Covered Agreement, the states are still required to adopt the 2011 revisions to the models by Jan. 1, 2019.  
 
Mr. Schelp stated that 43 states have passed legislation or issued regulations to implement the 2011 revised Model #785, the 
most recent being Texas, and that 36 of these states have also adopted the 2011 revised Model #786. Mr. Schelp stated that 
Michigan’s Senate recently approved revisions to its credit for reinsurance statute, and these are awaiting the governor’s 
signature.  
 
Mr. Schelp also noted that, in 2016, the NAIC adopted changes to Model #785 with respect to captive reinsurance 
transactions, specifically with respect to XXX/AXXX life reinsurance transactions. Mr. Schelp stated that, at this time, 
13 states have adopted the 2016 revisions to Model #785, with another eight states considering action.  
 
Mr. Schelp noted that three states have enacted the Term and Universal Life Insurance Reserve Financing Model Regulation 
(#787), also known as the XXX/AXXX model regulation. He stated that Model #787 had been proposed as a uniform 
accreditation standard for the states, but the Financial Regulation Standards and Accreditation (F) Committee had deferred 
consideration of Model #787 as an accreditation standard until the states have concluded addressing the Covered Agreement. 
 
Having no further business, the Reinsurance (E) Task Force adjourned. 
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Model #785 Draft 6-21-2018 

Note: The revisions in this draft are limited to provisions necessary to conform to the Bilateral Agreement 

between the EU and US. If these or similar revisions are adopted, it will also be necessary to make revisions 

to update internal cross-references throughout the document.  

CREDIT FOR REINSURANCE MODEL LAW 

Preface to Credit for Reinsurance Models 

The amendments to the NAIC Credit for Reinsurance Model Law (#785) & Regulation (#786) are part of a larger effort to 

modernize reinsurance regulation in the United States. The NAIC initially adopted the Reinsurance Regulatory 

Modernization Framework Proposal during its 2008 Winter National Meeting. The NAIC recommended that this framework 

be implemented through federal legislation in order to best preserve and improve state-based regulation of reinsurance, 

ensure timely and uniform implementation throughout all NAIC member jurisdictions, and as a more comprehensive 

alternative to related federal legislation. In addition to this proposed federal legislation, the framework also provided that 

changes to state insurance laws should be considered. For example, state laws to establish requirements under which states 

would regulate qualified reinsurers, and also to consider reinsurance risk diversification and notice requirements for ceding 

insurers. 

On July 21, 2010, Congress passed and the President signed related federal legislation, the Nonadmitted and Reinsurance 

Reform Act, which became effective July 21, 2011. While this act does not implement the NAIC framework, it does preempt 

the extraterritorial application of state credit for reinsurance law and permits states of domicile to proceed forward with 

reinsurance collateral reforms on an individual basis if they are accredited. This federal legislation also does not prohibit the 

states from acting together, through the NAIC, to achieve the reinsurance modernization framework goals. In addition to the 

current work on the credit for reinsurance models, the NAIC will continue its efforts to implement other aspects of the 

framework. These efforts will continue both through work conducted by the Reinsurance Task Force and through referrals to 

the appropriate groups within the NAIC. In addition, the NAIC will consider a proposal to form a new group to provide 

advisory support and assistance to states in the review of reinsurance collateral reduction applications. Such a process with 

respect to the review of applications for reinsurance collateral reduction and qualified jurisdictions should strengthen state 

regulation and prevent regulatory arbitrage. Such an effort would be supported by NAIC staff with substantial expertise to 

support the functions of such a group. 

Finally, the NAIC will continue to work on requirements for NAIC review and approval of qualified jurisdictions, and will 

undertake a re-examination of the collateral amounts within two years from the effective date of the revisions to the models. 
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CREDIT FOR REINSURANCE MODEL LAW 

Table of Contents 

Section 1. Purpose 

Section 2. Credit Allowed a Domestic Ceding Insurer 

Section 3. Asset or Reduction from Liability for Reinsurance Ceded by a Domestic Insurer to an 

Assuming Insurer not Meeting the Requirements of Section 2 

Section 4. Qualified U.S. Financial Institutions 

Section 5. Rules and Regulations 

Section 6. Reinsurance Agreements Affected 

Section 1. Purpose 

The purpose of this Act is to protect the interest of insureds, claimants, ceding insurers, assuming insurers and the public 

generally. The legislature hereby declares its intent is to ensure adequate regulation of insurers and reinsurers and adequate 

protection for those to whom they owe obligations. In furtherance of that state interest, the legislature hereby provides a 

mandate that upon the insolvency of a non-U.S. insurer or reinsurer that provides security to fund its U.S. obligations in 

accordance with this Act, the assets representing the security shall be maintained in the United States and claims shall be 

filed with and valued by the state insurance commissioner with regulatory oversight, and the assets shall be distributed, in 

accordance with the insurance laws of the state in which the trust is domiciled that are applicable to the liquidation of 

domestic U.S. insurance companies. The legislature declares that the matters contained in this Act are fundamental to the 

business of insurance in accordance with 15 U.S.C. §§ 1011-1012. 

Section 2. Credit Allowed a Domestic Ceding Insurer 

Credit for reinsurance shall be allowed a domestic ceding insurer as either an asset or a reduction from liability on account of 

reinsurance ceded only when the reinsurer meets the requirements of Subsections A, B, C, D, E or F of this section; provided 

further, that the commissioner may adopt by regulation pursuant to Section 5B specific additional requirements relating to or 

setting forth: (1) the valuation of assets or reserve credits; (2) the amount and forms of security supporting reinsurance 

arrangements described in Section 5B; and/or (3) the circumstances pursuant to which credit will be reduced or eliminated. 

Drafting Note: This new regulatory authority is being added in response to reinsurance arrangements entered into, directly or indirectly, with life/health 

insurer-affiliated captives, special purpose vehicles or similar entities that may not have the same statutory accounting requirements or solvency 

requirements as US-based multi-state life/health insurers. To assist in achieving national uniformity, commissioners are asked to strongly consider adopting 
regulations that are substantially similar in all material respects to NAIC adopted model regulations in the handling and treatment of such reinsurance 

arrangements. 

Credit shall be allowed under Subsections A, B or C of this section only as respects cessions of those kinds or classes of 

business which the assuming insurer is licensed or otherwise permitted to write or assume in its state of domicile or, in the 

case of a U.S. branch of an alien assuming insurer, in the state through which it is entered and licensed to transact insurance 

or reinsurance. Credit shall be allowed under Subsections C or D of this section only if the applicable requirements of 

Subsection G have been satisfied. 

A. Credit shall be allowed when the reinsurance is ceded to an assuming insurer that is licensed to transact

insurance or reinsurance in this state.

Drafting Note: A state that provides for licensing of reinsurance by line, for consistency should adopt an amended version of Subsection A requiring the 
assuming insurer to be “licensed to transact reinsurance in this state.” 

B. Credit shall be allowed when the reinsurance is ceded to an assuming insurer that is accredited by the

commissioner as a reinsurer in this state. In order to be eligible for accreditation, a reinsurer must:

(1) File with the commissioner evidence of its submission to this state’s jurisdiction;

(2) Submit to this state’s authority to examine its books and records;

(3) Be licensed to transact insurance or reinsurance in at least one state, or in the case of a U.S. branch

of an alien assuming insurer, be entered through and licensed to transact insurance or reinsurance

in at least one state;
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(4) File annually with the commissioner a copy of its annual statement filed with the insurance

department of its state of domicile and a copy of its most recent audited financial statement; and

(5) Demonstrate to the satisfaction of the commissioner that it has adequate financial capacity to meet

its reinsurance obligations and is otherwise qualified to assume reinsurance from domestic

insurers. An assuming insurer is deemed to meet this requirement as of the time of its application

if it maintains a surplus as regards policyholders in an amount not less than $20,000,000 and its

accreditation has not been denied by the commissioner within ninety (90) days after submission of

its application.

Drafting Note: To qualify as an accredited reinsurer, an assuming insurer must meet all of the requirements and the standards set forth in Subsection B. If 
the commissioner of insurance determines that the assuming insurer has failed to continue to meet any of these qualifications, the commissioner may, upon 
written notice and hearing, revoke accreditation. 

C. (1) Credit shall be allowed when the reinsurance is ceded to an assuming insurer that is domiciled in, 

or in the case of a U.S. branch of an alien assuming insurer is entered through, a state that employs 

standards regarding credit for reinsurance substantially similar to those applicable under this 

statute and the assuming insurer or U.S. branch of an alien assuming insurer: 

(a) Maintains a surplus as regards policyholders in an amount not less than $20,000,000; and

(b) Submits to the authority of this state to examine its books and records.

(2) The requirement of Section 2 C(1)(a) does not apply to reinsurance ceded and assumed pursuant to

pooling arrangements among insurers in the same holding company system.

Drafting Note: The term “substantially similar” means standards that equal or exceed the standards of the enacting state, as determined by the commissioner 
of the enacting state. It is expected that the NAIC will maintain a list of states whose laws establish standards that equal or exceed the standards of this 
model act. 

D. (1) Credit shall be allowed when the reinsurance is ceded to an assuming insurer that maintains a trust 

fund in a qualified U.S. financial institution, as defined in Section 4B, for the payment of the valid 

claims of its U.S. ceding insurers, their assigns and successors in interest. To enable the 

commissioner to determine the sufficiency of the trust fund, the assuming insurer shall report 

annually to the commissioner information substantially the same as that required to be reported on 

the NAIC Annual Statement form by licensed insurers. The assuming insurer shall submit to 

examination of its books and records by the commissioner and bear the expense of examination. 

(2) (a) Credit for reinsurance shall not be granted under this subsection unless the form of the 

trust and any amendments to the trust have been approved by: 

(i) The commissioner of the state where the trust is domiciled; or

(ii) The commissioner of another state who, pursuant to the terms of the trust

instrument, has accepted principal regulatory oversight of the trust.

(b) The form of the trust and any trust amendments also shall be filed with the commissioner

of every state in which the ceding insurer beneficiaries of the trust are domiciled. The

trust instrument shall provide that contested claims shall be valid and enforceable upon

the final order of any court of competent jurisdiction in the United States. The trust shall

vest legal title to its assets in its trustees for the benefit of the assuming insurer’s U.S.

ceding insurers, their assigns and successors in interest. The trust and the assuming

insurer shall be subject to examination as determined by the commissioner.

(c) The trust shall remain in effect for as long as the assuming insurer has outstanding

obligations due under the reinsurance agreements subject to the trust. No later than

February 28 of each year the trustee of the trust shall report to the commissioner in

writing the balance of the trust and listing the trust’s investments at the preceding year-

end and shall certify the date of termination of the trust, if so planned, or certify that the

trust will not expire prior to the following December 31.
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(3) The following requirements apply to the following categories of assuming insurer:

(a) The trust fund for a single assuming insurer shall consist of funds in trust in an amount

not less than the assuming insurer’s liabilities attributable to reinsurance ceded by U.S.

ceding insurers, and, in addition, the assuming insurer shall maintain a trusteed surplus of

not less than $20,000,000, except as provided in Paragraph 3(b) of this subsection.

(b) At any time after the assuming insurer has permanently discontinued underwriting new

business secured by the trust for at least three full years, the commissioner with principal

regulatory oversight of the trust may authorize a reduction in the required trusteed

surplus, but only after a finding, based on an assessment of the risk, that the new required

surplus level is adequate for the protection of U.S. ceding insurers, policyholders and

claimants in light of reasonably foreseeable adverse loss development. The risk

assessment may involve an actuarial review, including an independent analysis of

reserves and cash flows, and shall consider all material risk factors, including when

applicable the lines of business involved, the stability of the incurred loss estimates and

the effect of the surplus requirements on the assuming insurer’s liquidity or solvency. The

minimum required trusteed surplus may not be reduced to an amount less than thirty

percent (30%) of the assuming insurer’s liabilities attributable to reinsurance ceded by

U.S. ceding insurers covered by the trust.

(c) (i) In the case of a group including incorporated and individual unincorporated 

underwriters: 

(I) For reinsurance ceded under reinsurance agreements with an inception,

amendment or renewal date on or after January 1, 1993, the trust shall

consist of a trusteed account in an amount not less than the respective

underwriters’ several liabilities attributable to business ceded by U.S.

domiciled ceding insurers to any underwriter of the group;

(II) For reinsurance ceded under reinsurance agreements with an inception

date on or before December 31, 1992, and not amended or renewed

after that date, not-withstanding the other provisions of this Act, the

trust shall consist of a trusteed account in an amount not less than the

respective underwriters’ several insurance and reinsurance liabilities

attributable to business written in the United States; and

(III) In addition to these trusts, the group shall maintain in trust a trusteed

surplus of which $100,000,000 shall be held jointly for the benefit of

the U.S. domiciled ceding insurers of any member of the group for all

years of account; and

(ii) The incorporated members of the group shall not be engaged in any business

other than underwriting as a member of the group and shall be subject to the

same level of regulation and solvency control by the group’s domiciliary

regulator as are the unincorporated members.

(iii) Within ninety (90) days after its financial statements are due to be filed with the

group’s domiciliary regulator, the group shall provide to the commissioner an

annual certification by the group’s domiciliary regulator of the solvency of each

underwriter member; or if a certification is unavailable, financial statements,

prepared by independent public accountants, of each underwriter member of the

group.

(d) In the case of a group of incorporated underwriters under common administration, the

group shall:
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(i) Have continuously transacted an insurance business outside the United States for

at least three (3) years immediately prior to making application for accreditation;

(ii) Maintain aggregate policyholders’ surplus of at least $10,000,000,000;

(iii) Maintain a trust fund in an amount not less than the group’s several liabilities

attributable to business ceded by U.S. domiciled ceding insurers to any member

of the group pursuant to reinsurance contracts issued in the name of the group;

(iv) In addition, maintain a joint trusteed surplus of which $100,000,000 shall be

held jointly for the benefit of U.S. domiciled ceding insurers of any member of

the group as additional security for these liabilities; and

(v) Within ninety (90) days after its financial statements are due to be filed with the

group’s domiciliary regulator, make available to the commissioner an annual

certification of each underwriter member’s solvency by the member’s

domiciliary regulator and financial statements of each underwriter member of

the group prepared by its independent public accountant.

Drafting Note: Unless otherwise stated, “commissioner” refers to the commissioner of insurance in the state where credit or a reduction from liability is 
taken. 

Drafting Note: Consideration was given to deferring to state capital and surplus requirements as a threshold for the trusteed surplus, but it was concluded 
that, on the basis of risk exposure and current industry security practices, the standards for credit should be higher under Subsection D. The $100,000,000 
trusteed surplus requirement for a group including incorporated and individual unincorporated underwriters reflects the higher financial standards currently 
found among the states for a group of this type. The $20,000,000 trusteed surplus requirement is an option available to assuming insurers that do not satisfy 
both the licensing and financial standards of Subsection B or C. 

E. Credit shall be allowed when the reinsurance is ceded to an assuming insurer that has been certified by the

commissioner as a reinsurer in this state and secures its obligations in accordance with the requirements of

this subsection.

(1) In order to be eligible for certification, the assuming insurer shall meet the following

requirements:

(a) The assuming insurer must be domiciled and licensed to transact insurance or reinsurance

in a qualified jurisdiction, as determined by the commissioner pursuant to Paragraph (3)

of this subsection;

(b) The assuming insurer must maintain minimum capital and surplus, or its equivalent, in an

amount to be determined by the commissioner pursuant to regulation;

(c) The assuming insurer must maintain financial strength ratings from two or more rating

agencies deemed acceptable by the commissioner pursuant to regulation;

(d) The assuming insurer must agree to submit to the jurisdiction of this state, appoint the

commissioner as its agent for service of process in this state, and agree to provide

security for 100 percent of the assuming insurer’s liabilities attributable to reinsurance

ceded by U.S. ceding insurers if it resists enforcement of a final U.S. judgment;

(e) The assuming insurer must agree to meet applicable information filing requirements as

determined by the commissioner, both with respect to an initial application for

certification and on an ongoing basis; and

(f) The assuming insurer must satisfy any other requirements for certification deemed

relevant by the commissioner.

(2) An association including incorporated and individual unincorporated underwriters may be a

certified reinsurer. In order to be eligible for certification, in addition to satisfying requirements of

Paragraph (1):
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(a) The association shall satisfy its minimum capital and surplus requirements through the

capital and surplus equivalents (net of liabilities) of the association and its members,

which shall include a joint central fund that may be applied to any unsatisfied obligation

of the association or any of its members, in an amount determined by the commissioner

to provide adequate protection;

(b) The incorporated members of the association shall not be engaged in any business other

than underwriting as a member of the association and shall be subject to the same level of

regulation and solvency control by the association’s domiciliary regulator as are the

unincorporated members; and

(c) Within ninety (90) days after its financial statements are due to be filed with the

association’s domiciliary regulator, the association shall provide to the commissioner an

annual certification by the association’s domiciliary regulator of the solvency of each

underwriter member; or if a certification is unavailable, financial statements, prepared by

independent public accountants, of each underwriter member of the association.

(3) The commissioner shall create and publish a list of qualified jurisdictions, under which an

assuming insurer licensed and domiciled in such jurisdiction is eligible to be considered for

certification by the commissioner as a certified reinsurer.

(a) In order to determine whether the domiciliary jurisdiction of a non-U.S. assuming insurer

is eligible to be recognized as a qualified jurisdiction, the commissioner shall evaluate the

appropriateness and effectiveness of the reinsurance supervisory system of the

jurisdiction, both initially and on an ongoing basis, and consider the rights, benefits and

the extent of reciprocal recognition afforded by the non-U.S. jurisdiction to reinsurers

licensed and domiciled in the U.S. A qualified jurisdiction must agree to share

information and cooperate with the commissioner with respect to all certified reinsurers

domiciled within that jurisdiction. A jurisdiction may not be recognized as a qualified

jurisdiction if the commissioner has determined that the jurisdiction does not adequately

and promptly enforce final U.S. judgments and arbitration awards. Additional factors

may be considered in the discretion of the commissioner.

(b) A list of qualified jurisdictions shall be published through the NAIC Committee Process.

The commissioner shall consider this list in determining qualified jurisdictions. If the

commissioner approves a jurisdiction as qualified that does not appear on the list of

qualified jurisdictions, the commissioner shall provide thoroughly documented

justification in accordance with criteria to be developed under regulations.

(c) U.S. jurisdictions that meet the requirement for accreditation under the NAIC financial

standards and accreditation program shall be recognized as qualified jurisdictions.

(d) If a certified reinsurer’s domiciliary jurisdiction ceases to be a qualified jurisdiction, the

commissioner has the discretion to suspend the reinsurer’s certification indefinitely, in

lieu of revocation.

(4) The commissioner shall assign a rating to each certified reinsurer, giving due consideration to the

financial strength ratings that have been assigned by rating agencies deemed acceptable to the

commissioner pursuant to regulation. The commissioner shall publish a list of all certified

reinsurers and their ratings.

(5) A certified reinsurer shall secure obligations assumed from U.S. ceding insurers under this

subsection at a level consistent with its rating, as specified in regulations promulgated by the

commissioner.
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(a) In order for a domestic ceding insurer to qualify for full financial statement credit for

reinsurance ceded to a certified reinsurer, the certified reinsurer shall maintain security in

a form acceptable to the commissioner and consistent with the provisions of Section 3, or

in a multibeneficiary trust in accordance with Subsection D of this section, except as

otherwise provided in this subsection.

(b) If a certified reinsurer maintains a trust to fully secure its obligations subject to

Subsection D of this section, and chooses to secure its obligations incurred as a certified

reinsurer in the form of a multibeneficiary trust, the certified reinsurer shall maintain

separate trust accounts for its obligations incurred under reinsurance agreements issued or

renewed as a certified reinsurer with reduced security as permitted by this subsection or

comparable laws of other U.S. jurisdictions and for its obligations subject to Subsection

D of this section. It shall be a condition to the grant of certification under Subsection E of

this section that the certified reinsurer shall have bound itself, by the language of the trust

and agreement with the commissioner with principal regulatory oversight of each such

trust account, to fund, upon termination of any such trust account, out of the remaining

surplus of such trust any deficiency of any other such trust account.

(c) The minimum trusteed surplus requirements provided in Subsection D are not applicable

with respect to a multibeneficiary trust maintained by a certified reinsurer for the purpose

of securing obligations incurred under this subsection, except that such trust shall

maintain a minimum trusteed surplus of $10,000,000.

(d) With respect to obligations incurred by a certified reinsurer under this subsection, if the

security is insufficient, the commissioner shall reduce the allowable credit by an amount

proportionate to the deficiency, and has the discretion to impose further reductions in

allowable credit upon finding that there is a material risk that the certified reinsurer’s

obligations will not be paid in full when due.

(e) For purposes of this subsection, a certified reinsurer whose certification has been

terminated for any reason shall be treated as a certified reinsurer required to secure 100

percent of its obligations.

(i) As used in this subsection, the term “terminated” refers to revocation,

suspension, voluntary surrender and inactive status.

(ii) If the commissioner continues to assign a higher rating as permitted by other

provisions of this section, this requirement does not apply to a certified reinsurer

in inactive status or to a reinsurer whose certification has been suspended.

(6) If an applicant for certification has been certified as a reinsurer in an NAIC accredited jurisdiction,

the commissioner has the discretion to defer to that jurisdiction’s certification, and has the

discretion to defer to the rating assigned by that jurisdiction, and such assuming insurer shall be

considered to be a certified reinsurer in this state.

(7) A certified reinsurer that ceases to assume new business in this state may request to maintain its

certification in inactive status in order to continue to qualify for a reduction in security for its in-

force business. An inactive certified reinsurer shall continue to comply with all applicable

requirements of this subsection, and the commissioner shall assign a rating that takes into account,

if relevant, the reasons why the reinsurer is not assuming new business.

F. (1) Credit shall be allowed when the reinsurance is ceded to an assuming insurer meeting each of the

conditions set forth below. 

(a) The assuming insurer must have its head office or be domiciled in, as applicable, and be

licensed in a jurisdiction that has been recognized as a reciprocal jurisdiction by the 

commissioner pursuant to paragraph (2) of this subsection. A “Reciprocal Jurisdiction” is 

a jurisdiction that meets one of the following: 
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(i) A non-U.S. jurisdiction that has entered into a treaty or international agreement

with the United States regarding credit for reinsurance, all of the terms of which 

relevant to credit for reinsurance are in effect, and which the commissioner has 

recognized as a Reciprocal Jurisdiction in accordance with the terms and 

conditions of such treaty or agreement, any contemporaneous statement or 

statements by the duly authorized department of the United States, and pursuant 

to regulations issued by the commissioner; or 

(ii) A qualified jurisdiction, as determined by the commissioner pursuant to

[Subsection 2E(3) of Credit for Reinsurance Model Law], which is not also a 

party to a treaty or international agreement referred to in subsection (i) above (or 

in the case that the European Union is a party to such treaty or international 

agreement, is a member state thereof) and which meets certain additional 

requirements as specified by the commissioner in regulation. 

(b) The assuming insurer must have and maintain on an ongoing basis minimum capital and

surplus, or its equivalent, calculated according to the methodology of its domicilary 

jurisdiction, in an amount to be determined by the commissioner pursuant to regulation. 

If the assuming reinsurer is an association, including incorporated and individual 

unincorporated underwriters, it must have and maintain on an ongoing basis minimum 

capital and surplus equivalents (net of liabilities), calculated according to the 

methodology applicable in its domiciliary jurisdiction, and a central fund containing a 

balance in amounts to be determined by the commissioner pursuant to regulation.  

(c) The assuming insurer must have and maintain on an ongoing basis a minimum solvency

or capital ratio, as applicable, to be determined by the commissioner pursuant to 

regulation. If the assuming reinsurer is an association, including incorporated and 

individual unincorporated underwriters, it must have and maintain on an ongoing basis a 

minimum solvency or capital ratio in the territory where the assuming reinsurer has its 

head office or is domiciled, as applicable, and is also licensed. 

(d) The assuming insurer must agree and provide adequate assurance to the commissioner, in

a form specified by the commissioner pursuant to regulation, as follows: 

(i) The assuming insurer must provide prompt written notice and explanation to the

commissioner if it falls below the minimum requirements set forth in 

subparagraphs (b) and (c), or if any regulatory action is taken against it for 

serious noncompliance with applicable law as determined by the commissioner; 

(ii) The assuming insurer must consent in writing to the jurisdiction of the courts of

this state and to the appointment of the commissioner as agent for service of 

process. The commissioner may also require that such consent be provided and 

included in each reinsurance agreement under the commissioner’s jurisdiction. 

Nothing in this provision shall limit or in any way alter the capacity of parties to 

a reinsurance agreement to agree to alternative dispute resolution mechanisms; 

(iii) The assuming insurer must consent in writing to pay all final judgments,

wherever enforcement is sought, obtained by a ceding insurer, that have been 

declared enforceable in the territory where the judgment was obtained;  

(iv) Each reinsurance agreement must include a provision requiring the assuming

reinsurer to provide security in an amount equal to one hundred percent (100%) 

of the assuming reinsurer’s liabilities attributable to reinsurance ceded pursuant 

to that agreement if the assuming reinsurer resists enforcement of a final 

judgment that is enforceable under the law of the territory in which it was 

obtained or a properly enforceable arbitration award, whether obtained by the 

ceding insurer or by its resolution estate, if applicable; and 
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(v) Each reinsurance agreement must include a representation by the assuming

insurer that it is not then presently participating in any solvent scheme of 

arrangement which involves this state’s ceding insurers, and agrees to notify the 

ceding insurer and the commissioner and to provide security in an amount equal 

to one hundred percent (100%) of liabilities attributable to the ceding insurer 

consistent with the terms of the scheme should the assuming reinsurer enter into 

such an arrangement. 

(e) The assuming insurer or its legal predecessor or successor, where applicable, must

provide certain documentation to the commissioner as specified by the commissioner in 

regulation. 

(f) The assuming insurer must maintain a practice of prompt payment of claims under

reinsurance agreements, pursuant to criteria set forth in regulation. 

(g) The assuming insurer’s supervisory authority must confirm to the commissioner on an

annual basis, at a time determined by the commissioner, that the assuming reinsurer 

complies with the requirements set forth in subparagraphs (b) and (c). 

(h) The assuming insurer must satisfy any other requirements deemed relevant by the

commissioner. To the extent that information or agreement is not required by a treaty or 

international agreement referred to in Subsection F(1)(a)(i), the failure to satisfy such 

other requirements will not alter the ability of the ceding insurer to take credit for such 

reinsurance.  Nothing in this provision precludes an assuming insurer from providing the 

commissioner with information on a voluntary basis. 

(2) The commissioner shall create and publish a list of Reciprocal Jurisdictions.

(a) A list of Reciprocal Jurisdictions shall be published through the NAIC Committee

Process. The commissioner shall consider this list in determining Reciprocal 

Jurisdictions, and the commissioner has the discretion to defer to this list. The 

commissioner may approve a jurisdiction that does not appear on the list of Reciprocal 

Jurisdictions in accordance with criteria to be developed under regulations issued by the 

commissioner. 

(b) The commissioner may remove a jurisdiction from the list of Reciprocal Jurisdictions

upon a determination that the jurisdiction no longer meets the requirements of a 

Reciprocal Jurisdiction in accordance with a process set forth in regulations issued by the 

commissioner. Upon removal of a Reciprocal Jurisdiction from this list credit for 

reinsurance ceded to an assuming insurer which has its home office or is domiciled in 

that jurisdiction shall be allowed, if otherwise allowed pursuant to [cite to state law 

equivalent to Credit for Reinsurance Model Law]. 

(3) The commissioner shall create and publish a list of assuming insurers that have satisfied the

conditions set forth in this subsection and to which cessions shall be granted credit in accordance 

with this subsection. The commissioner may add an assuming insurer to such list if an NAIC 

accredited jurisdiction has added such assuming insurer to a list of such assuming insurers or if, 

upon initial eligibility, the assuming insurer submits the information to the commissioner as 

required under Paragraph (1)(d) of this subsection and complies with any additional requirements 

that the commissioner may impose by regulation.  

(4) If the commissioner determines that an assuming insurer no longer meets the one or more of the

requirements under this subsection, the commissioner may revoke or suspend the eligibility of the 

assuming insurer for recognition under this subsection in accordance with procedures set forth in 

regulation. Revocation of an assuming insurer’s eligibility by the commissioner will require the 

assuming insurer maintain security in a form acceptable to the commissioner and consistent with 

the provisions of Section 3. 
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(5) The commissioner shall require an assuming insurer under this subsection to post one

hundred percent (100%) security, for the benefit of the ceding insurer or its estate, upon the entry 

of an order of rehabilitation, liquidation or conservation against the ceding insurer. 

(6) Nothing in this subsection shall limit or in any way alter the capacity of parties to a reinsurance

agreement to agree on requirements for security or other terms in that reinsurance agreement. 

(7) This subsection shall apply only to reinsurance agreements entered into, amended, or renewed on

or after the [date of adoption of model revisions], and only with respect to losses incurred and 

reserves reported from and after the later of (i) the [date of adoption], or (ii) the effective date of 

such new reinsurance agreement, amendment, or renewal. This subsection shall not apply to 

reinsurance agreements entered into before the subsection’s application, or to losses incurred or to 

reserves posted before the subsection’s application. 

GF. Credit shall be allowed when the reinsurance is ceded to an assuming insurer not meeting the requirements 

of Subsections A, B, C, D, or E or F of this section, but only as to the insurance of risks located in 

jurisdictions where the reinsurance is required by applicable law or regulation of that jurisdiction. 

Drafting Note: For purposes of this subsection, “jurisdiction” refers to those jurisdictions other than the United States and also to any state, district or 
territory of the United States. Subsection E allows credit to ceding insurers that are mandated by these jurisdictions to cede to state-owned or controlled 
insurance or reinsurance companies or to participate in pools, guaranty associations or residual market mechanisms. 

HG. If the assuming insurer is not licensed, accredited or certified to transact insurance or reinsurance in this 

state, the credit permitted by Subsections C and D of this section shall not be allowed unless the assuming 

insurer agrees in the reinsurance agreements: 

(1) (a) That in the event of the failure of the assuming insurer to perform its obligations under 

the terms of the reinsurance agreement, the assuming insurer, at the request of the ceding 

insurer, shall submit to the jurisdiction of any court of competent jurisdiction in any state 

of the United States, will comply with all requirements necessary to give the court 

jurisdiction, and will abide by the final decision of the court or of any appellate court in 

the event of an appeal; and 

(b) To designate the commissioner or a designated attorney as its true and lawful attorney

upon whom may be served any lawful process in any action, suit or proceeding instituted

by or on behalf of the ceding insurer.

(2) This subsection is not intended to conflict with or override the obligation of the parties to a

reinsurance agreement to arbitrate their disputes, if this obligation is created in the agreement.

IH. If the assuming insurer does not meet the requirements of Subsections A, B or C, the credit permitted by 

Subsection D or E of this section shall not be allowed unless the assuming insurer agrees in the trust 

agreements to the following conditions: 

(1) Notwithstanding any other provisions in the trust instrument, if the trust fund is inadequate

because it contains an amount less than the amount required by Subsection D(3) of this section, or

if the grantor of the trust has been declared insolvent or placed into receivership, rehabilitation,

liquidation or similar proceedings under the laws of its state or country of domicile, the trustee

shall comply with an order of the commissioner with regulatory oversight over the trust or with an

order of a court of competent jurisdiction directing the trustee to transfer to the commissioner with

regulatory oversight all of the assets of the trust fund.

(2) The assets shall be distributed by and claims shall be filed with and valued by the commissioner

with regulatory oversight in accordance with the laws of the state in which the trust is domiciled

that are applicable to the liquidation of domestic insurance companies.

(3) If the commissioner with regulatory oversight determines that the assets of the trust fund or any

part thereof are not necessary to satisfy the claims of the U.S. ceding insurers of the grantor of the
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trust, the assets or part thereof shall be returned by the commissioner with regulatory oversight to 

the trustee for distribution in accordance with the trust agreement. 

 

(4) The grantor shall waive any right otherwise available to it under U.S. law that is inconsistent with 

this provision. 

 

JI. If an accredited or certified reinsurer ceases to meet the requirements for accreditation or certification, the 

commissioner may suspend or revoke the reinsurer’s accreditation or certification. 

 

(1) The commissioner must give the reinsurer notice and opportunity for hearing. The suspension or 

revocation may not take effect until after the commissioner’s order on hearing, unless: 

 

(a) The reinsurer waives its right to hearing; 

 

(b) The commissioner’s order is based on regulatory action by the reinsurer’s domiciliary 

jurisdiction or the voluntary surrender or termination of the reinsurer’s eligibility to 

transact insurance or reinsurance business in its domiciliary jurisdiction or in the primary 

certifying state of the reinsurer under Subparagraph E(6) of this section; or 

 

(c) The commissioner finds that an emergency requires immediate action and a court of 

competent jurisdiction has not stayed the commissioner’s action. 

 

(2) While a reinsurer’s accreditation or certification is suspended, no reinsurance contract issued or 

renewed after the effective date of the suspension qualifies for credit except to the extent that the 

reinsurer’s obligations under the contract are secured in accordance with Section 3. If a reinsurer’s 

accreditation or certification is revoked, no credit for reinsurance may be granted after the 

effective date of the revocation except to the extent that the reinsurer’s obligations under the 

contract are secured in accordance with Subsection E(5) or Section 3. 

 

KJ. Concentration Risk. 

 

(1)  A ceding insurer shall take steps to manage its reinsurance recoverables proportionate to its own 

book of business. A domestic ceding insurer shall notify the commissioner within thirty (30) days 

after reinsurance recoverables from any single assuming insurer, or group of affiliated assuming 

insurers, exceeds fifty percent (50%) of the domestic ceding insurer’s last reported surplus to 

policyholders, or after it is determined that reinsurance recoverables from any single assuming 

insurer, or group of affiliated assuming insurers, is likely to exceed this limit. The notification 

shall demonstrate that the exposure is safely managed by the domestic ceding insurer. 

 

(2) A ceding insurer shall take steps to diversify its reinsurance program. A domestic ceding insurer 

shall notify the commissioner within thirty (30) days after ceding to any single assuming insurer, 

or group of affiliated assuming insurers, more than twenty percent (20%) of the ceding insurer’s 

gross written premium in the prior calendar year, or after it has determined that the reinsurance 

ceded to any single assuming insurer, or group of affiliated assuming insurers, is likely to exceed 

this limit. The notification shall demonstrate that the exposure is safely managed by the domestic 

ceding insurer. 

 

Section 3. Asset or Reduction from Liability for Reinsurance Ceded by a Domestic Insurer to an Assuming 

Insurer not Meeting the Requirements of Section 2 
 

An asset or a reduction from liability for the reinsurance ceded by a domestic insurer to an assuming insurer not meeting the 

requirements of Section 2 shall be allowed in an amount not exceeding the liabilities carried by the ceding insurer; provided 

further, that the commissioner may adopt by regulation pursuant to Section 5B specific additional requirements relating to or 

setting forth: (1) the valuation of assets or reserve credits; (2) the amount and forms of security supporting reinsurance 

arrangements described in Section 5B; and/or (3) the circumstances pursuant to which credit will be reduced or eliminated. 

 
Drafting Note: This new regulatory authority is being added in response to reinsurance arrangements entered into, directly or indirectly, with life/health 
insurer-affiliated captives, special purpose vehicles or similar entities that may not have the same statutory accounting requirements or solvency 

requirements as US-based multi-state life/health insurers. To assist in achieving national uniformity, commissioners are asked to strongly consider adopting 
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regulations that are substantially similar in all material respects to NAIC adopted model regulations in the handling and treatment of such reinsurance 

arrangements. 

 

The reduction shall be in the amount of funds held by or on behalf of the ceding insurer, including funds held in trust for the 

ceding insurer, under a reinsurance contract with the assuming insurer as security for the payment of obligations thereunder, 

if the security is held in the United States subject to withdrawal solely by, and under the exclusive control of, the ceding 

insurer; or, in the case of a trust, held in a qualified U.S. financial institution, as defined in Section 4B. This security may be 

in the form of: 

 

A. Cash; 

 

B. Securities listed by the Securities Valuation Office of the National Association of Insurance 

Commissioners, including those deemed exempt from filing as defined by the Purposes and Procedures 

Manual of the Securities Valuation Office, and qualifying as admitted assets; 

 

C. (1) Clean, irrevocable, unconditional letters of credit, issued or confirmed by a qualified U.S. financial 

institution, as defined in Section 4A, effective no later than December 31 of the year for which the 

filing is being made, and in the possession of, or in trust for, the ceding insurer on or before the 

filing date of its annual statement; 

 

(2) Letters of credit meeting applicable standards of issuer acceptability as of the dates of their 

issuance (or confirmation) shall, notwithstanding the issuing (or confirming) institution’s 

subsequent failure to meet applicable standards of issuer acceptability, continue to be acceptable 

as security until their expiration, extension, renewal, modification or amendment, whichever first 

occurs; or 

 
Drafting Note: Providing for the continuing acceptability of letters of credit whose issuers were acceptable when the credit support facility was first 
obtained is intended to avoid abrupt interruptions in the acceptability of credit support arrangements that run for specific periods of time, and thus 
unnecessary disruptions in the marketplace, on account of the issuing (or confirming) institution’s subsequent failure to meet applicable standards of issuer 
acceptability (whether by virtue of a change in the issuing institution’s ability to qualify under the original standards or as a result of revisions to the 
applicable standards). The provision stipulates that letters of credit acceptable when first obtained will, in the event of the subsequent nonqualification of the 
issuing (or confirming) institution, continue to be acceptable as security until the account party and beneficiary would first have, in the normal course of 
business, an opportunity to replace the credit support facility. 

 

D. Any other form of security acceptable to the commissioner.  

 
Drafting Note: There is no implication in the requirement that the security for the payment of obligations must be held under the exclusive control of the 
ceding insurer that either the reserve liability or the assets held in relation to the reserve liability have not been transferred for the purposes of statutory 
accounting by the ceding insurer to the reinsurer. 

 

Section 4. Qualified U.S. Financial Institutions 
 

A. For purposes of Section 3C, a “qualified U.S. financial institution” means an institution that: 

 

(1) Is organized or (in the case of a U.S. office of a foreign banking organization) licensed, under the 

laws of the United States or any state thereof; 

 

(2) Is regulated, supervised and examined by U.S. federal or state authorities having regulatory 

authority over banks and trust companies; and 

 

(3) Has been determined by either the commissioner or the Securities Valuation Office of the National 

Association of Insurance Commissioners to meet such standards of financial condition and 

standing as are considered necessary and appropriate to regulate the quality of financial 

institutions whose letters of credit will be acceptable to the commissioner. 

 
Drafting Note: The NAIC’s Securities Valuation Office (SVO) maintains, on a current basis, a list of all U.S. financial institutions that have, upon 
application to the SVO, been determined to meet the eligibility standards of its Purposes and Procedures Manual. These standards, developed by the 
NAIC’s Letter of Credit (EX4) Study Group, make use of nationally recognized ratings services, and are more rigorous in the case of foreign banking 
organizations (whose standby letters of credit must be issued or confirmed by a qualified U.S. financial institution) than those that are applicable to domestic 
financial institutions whose standby letters of credit would be considered acceptable. 
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B. A “qualified U.S. financial institution” means, for purposes of those provisions of this law specifying those

institutions that are eligible to act as a fiduciary of a trust, an institution that:

(1) Is organized, or, in the case of a U.S. branch or agency office of a foreign banking organization,

licensed, under the laws of the United States or any state thereof and has been granted authority to

operate with fiduciary powers; and

(2) Is regulated, supervised and examined by federal or state authorities having regulatory authority

over banks and trust companies.

Drafting Note: Because assets held in a fiduciary capacity are not subject to the claims of the trustee’s creditors, and because the trust departments of all 
U.S. financial institutions (including U.S. branch or agency offices of foreign banking organizations having fiduciary powers in the U.S.) are regulated, 
supervised and examined by the institution’s primary U.S. bank regulatory authority (federal or state), there is no need to apply additional standards 
measuring the financial condition or standing of the institution, as in the case of determining those institutions whose standby letter of credit obligations will 
be considered acceptable. 

Section 5. Rules and Regulations 

A. The commissioner may adopt rules and regulations implementing the provisions of this law.

Drafting Note: It is recognized that credit for reinsurance also can be affected by other sections of the enacting state’s code, e.g., a statutory insolvency 
clause or an intermediary clause. It is recommended that states that do not have a statutory insolvency clause or an intermediary clause consider 
incorporating such clauses in their legislation. 

B. The commissioner is further authorized to adopt rules and regulations applicable to reinsurance

arrangements described in Paragraph (1) of this Section 5B.

Drafting Note: This new regulatory authority is being added in response to reinsurance arrangements entered into, directly or indirectly, with life/health 

insurer-affiliated captives, special purpose vehicles or similar entities that may not have the same statutory accounting requirements or solvency 
requirements as US-based multi-state life/health insurers. To assist in achieving national uniformity, commissioners are asked to strongly consider adopting 

regulations that are substantially similar in all material respects to NAIC adopted model regulations in the handling and treatment of such policies and 

reinsurance arrangements. 

(1) A regulation adopted pursuant to this Section 5B, may apply only to reinsurance relating to:

(a) Life insurance policies with guaranteed nonlevel gross premiums or guaranteed nonlevel

benefits;

(b) Universal life insurance policies with provisions resulting in the ability of a policyholder

to keep a policy in force over a secondary guarantee period;

(c) Variable annuities with guaranteed death or living benefits;

(d) Long-term care insurance policies; or

(e) Such other life and health insurance and annuity products as to which the NAIC adopts

model regulatory requirements with respect to credit for reinsurance.

(2) A regulation adopted pursuant to Paragraph 1(a) or 1(b) of this Section 5B, may apply to any

treaty containing (i) policies issued on or after January 1, 2015, and/or (ii) policies issued prior to

January 1, 2015, if risk pertaining to such pre-2015 policies is ceded in connection with the treaty,

in whole or in part, on or after January 1, 2015.

Drafting Note: The NAIC’s Actuarial Guideline XLVIII (AG 48) became effective January 1, 2015, and covers policies ceded on or after this date unless 
they were ceded as part of a reserve financing arrangement as of December 31, 2014. One regulation contemplated by this revision to the NAIC Credit for 

Reinsurance Model Law is intended to substantially replicate the requirements for the amounts and forms of security held under the rules provided in AG 48. 

AG 48 was written to sunset upon a state’s adoption (pursuant to the enabling authority of the preceding paragraph) of a regulation with terms substantially 
similar to AG 48. The preceding paragraph is intended to provide continuity of rules applicable to those policies and reinsurance arrangements, including 

continuity as to the policies covered by such rules. The preceding paragraph is not intended to change the scope of, or collateral requirements for policies 

and treaties covered under AG 48. 

(3) A regulation adopted pursuant to this Section 5B may require the ceding insurer, in calculating the

amounts or forms of security required to be held under regulations promulgated under this
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authority, to use the Valuation Manual adopted by the NAIC under Section 11B(1) of the NAIC 

Standard Valuation Law, including all amendments adopted by the NAIC and in effect on the date 

as of which the calculation is made, to the extent applicable. 

(4) A regulation adopted pursuant to this Section 5B shall not apply to cessions to an assuming insurer

that:

(a) Is certified in this state or, if this state has not adopted provisions substantially equivalent

to Section 2E of the Credit for Reinsurance Model Law, certified in a minimum of five

(5) other states; or

(b) Maintains at least $250 million in capital and surplus when determined in accordance

with the NAIC Accounting Practices and Procedures Manual, including all amendments

thereto adopted by the NAIC, excluding the impact of any permitted or prescribed

practices; and is

(i) licensed in at least 26 states; or

(ii) licensed in at least 10 states, and licensed or accredited in a total of at least 35

states.

(5) The authority to adopt regulations pursuant to this Section 5B does not limit the commissioner’s

general authority to adopt regulations pursuant to Section 5A of this law.

Section 6. Reinsurance Agreements Affected 

This Act shall apply to all cessions after the effective date of this Act under reinsurance agreements that have an inception, 

anniversary or renewal date not less than six (6) months after the effective date of this Act. 

Drafting Note: The enacting state may wish to provide a delay in the applicability greater than six (6) months to allow time for the insurance commissioner 
to promulgate regulations and to allow reinsurers to prepare and submit qualifying data. 

_____________________________ 

Chronological Summary of Actions (All references are to the Proceedings of the NAIC). 

1984 Proc. II 9, 29, 822, 836, 837-839 (adopted). 
1986 Proc. I 9-10, 24, 799, 811, 812 (corrected). 
1987 Proc. II 15, 24, 444-448, 832, 854, 856 (amended and reprinted). 
1990 Proc. I 12-14, 851, 857-861 (amended at special plenary session September 1989 and reprinted). 
1990 Proc. I 6, 30, 840, 872, 875-878 (technical amendments adopted at winter plenary and reprinted). 
1990 Proc. II 7, 18, 748, 766, 780-783 (amended). 
1993 Proc. 4th Quarter 6, 31, 835-836, 874, 891 (amended). 
1996 Proc. 2nd Quarter 12, 12-17, 24, 862 (amended and reprinted). 
2011 Proc. 3rd Quarter 113-114, 131-137, 222-236, 289-298 (amended). 
2016 Proc. 1st Quarter Vol. I 111, 131, 138, 141, 145, 150-171 (amended). 
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Model #786 Draft 6-21-2018 

Note: The revisions in this draft are limited to provisions necessary to conform to the Bilateral Agreement 

between the EU and US. If these or similar revisions are adopted, it will also be necessary to make revisions 

to update internal cross-references throughout the document.  

CREDIT FOR REINSURANCE MODEL REGULATION 

Preface to Credit for Reinsurance Models 

The amendments to the NAIC Credit for Reinsurance Model Law (#785) & Regulation (#786) are part of a larger effort to 

modernize reinsurance regulation in the United States. The NAIC initially adopted the Reinsurance Regulatory 

Modernization Framework Proposal during its 2008 Winter National Meeting. The NAIC recommended that this framework 

be implemented through federal legislation in order to best preserve and improve state-based regulation of reinsurance, 

ensure timely and uniform implementation throughout all NAIC member jurisdictions, and as a more comprehensive 

alternative to related federal legislation. In addition to this proposed federal legislation, the framework also provided that 

changes to state insurance laws should be considered. For example, state laws to establish requirements under which states 

would regulate qualified reinsurers, and also to consider reinsurance risk diversification and notice requirements for ceding 

insurers. 

On July 21, 2010, Congress passed and the President signed related federal legislation, the Nonadmitted and Reinsurance 

Reform Act, which became effective July 21, 2011. While this act does not implement the NAIC framework, it does preempt 

the extraterritorial application of state credit for reinsurance law and permits states of domicile to proceed forward with 

reinsurance collateral reforms on an individual basis if they are accredited. This federal legislation also does not prohibit the 

states from acting together, through the NAIC, to achieve the reinsurance modernization framework goals. In addition to the 

current work on the credit for reinsurance models, the NAIC will continue its efforts to implement other aspects of the 

framework. These efforts will continue both through work conducted by the Reinsurance Task Force and through referrals to 

the appropriate groups within the NAIC. In addition, the NAIC will consider a proposal to form a new group to provide 

advisory support and assistance to states in the review of reinsurance collateral reduction applications. Such a process with 

respect to the review of applications for reinsurance collateral reduction and qualified jurisdictions should strengthen state 

regulation and prevent regulatory arbitrage. Such an effort would be supported by NAIC staff with substantial expertise to 

support the functions of such a group. 

Finally, the NAIC will continue to work on requirements for NAIC review and approval of qualified jurisdictions, and will 

undertake a re-examination of the collateral amounts within two years from the effective date of the revisions to the models. 
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CREDIT FOR REINSURANCE MODEL REGULATION 
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Section 6. Credit for Reinsurance—Reinsurer Domiciled in Another State 

Section 7. Credit for Reinsurance—Reinsurers Maintaining Trust Funds 

Section 8. Credit for Reinsurance––Certified Reinsurers 

Section 9. Credit for Reinsurance—Reciprocal Jurisdictions 

Section 910. Credit for Reinsurance Required by Law 

Section 1011. Asset or Reduction from Liability for Reinsurance Ceded to Unauthorized Assuming Insurer Not Meeting 

the Requirements of Sections 4 Through 9 

Section 1112. Trust Agreements Qualified Under Section 10 

Section 1213. Letters of Credit Qualified Under Section 10 

Section 1314. Other Security 

Section 1415. Reinsurance Contract 

Section 1516. Contracts Affected 

Form AR-1  Certificate of Assuming Insurer 

Form CR-1 Certificate of Certified Reinsurer 

Form RJ-1 Certificate of Reinsurer Domiciled in Reciprocal Jurisdiction 

Form CR-F 

Form CR-S 

 

Section 1. Authority 
 

This regulation is promulgated pursuant to the authority granted by Sections [insert applicable section number] and [insert 

applicable section number] of the Insurance Code. 

 

Section 2. Purpose 
 

The purpose of this regulation is to set forth rules and procedural requirements that the commissioner deems necessary to 

carry out the provisions of the [cite state law equivalent to the Credit for Reinsurance Model Law] (the Act). The actions and 

information required by this regulation are declared to be necessary and appropriate in the public interest and for the 

protection of the ceding insurers in this state. 

 

Section 3. Severability 
 

If any provision of this regulation, or the application of the provision to any person or circumstance, is held invalid, the 

remainder of the regulation, and the application of the provision to persons or circumstances other than those to which it is 

held invalid, shall not be affected. 

 

Section 4. Credit for Reinsurance—Reinsurer Licensed in this State 
 

Pursuant to Section [cite state law equivalent of Section 2A of the Credit for Reinsurance Model Law] the commissioner 

shall allow credit for reinsurance ceded by a domestic insurer to an assuming insurer that was licensed in this state as of any 

date on which statutory financial statement credit for reinsurance is claimed. 

 
Drafting Note: “Statutory financial statement” means quarterly, annual or other financial statements required by state law. The drafters conditioned the 
recognition of credit on matters reported, existing or occurring “as of any date on which” statutory financial statement credit is claimed or a financial 

statement is filed to ensure that requisite conditions for credit exist at the time the credit is claimed or reported and that the conditions remained satisfied at 

all times thereafter until information reported in one statement was replaced by information reported in a subsequently filed statement. Insurers are to satisfy 
requisite conditions at the time credit is first taken and shall maintain compliance at all times thereafter in which the credit is taken. The drafters believe the 

requirements to be perpetual, not periodic. 
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Section 5. Credit for Reinsurance—Accredited Reinsurers 
 

A. Pursuant to Section [cite state law equivalent of Section 2B of the Credit for Reinsurance Model Law] the 

commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming insurer that is 

accredited as a reinsurer in this state as of the date on which statutory financial statement credit for 

reinsurance is claimed. An accredited reinsurer must: 

 

(1) File a properly executed Form AR-1 (attached as an exhibit to this regulation) as evidence of its 

submission to this state’s jurisdiction and to this state’s authority to examine its books and records; 

 

(2) File with the commissioner a certified copy of a certificate of authority or other acceptable 

evidence that it is licensed to transact insurance or reinsurance in at least one state, or, in the case 

of a U.S. branch of an alien assuming insurer, is entered through and licensed to transact insurance 

or reinsurance in at least one state; 

 

(3) File annually with the commissioner a copy of its annual statement filed with the insurance 

department of its state of domicile or, in the case of an alien assuming insurer, with the state 

through which it is entered and in which it is licensed to transact insurance or reinsurance, and a 

copy of its most recent audited financial statement; and 

 

(4) Maintain a surplus as regards policyholders in an amount not less than $20,000,000, or obtain the 

affirmative approval of the commissioner upon a finding that it has adequate financial capacity to 

meet its reinsurance obligations and is otherwise qualified to assume reinsurance from domestic 

insurers.  

 

B. If the commissioner determines that the assuming insurer has failed to meet or maintain any of these 

qualifications, the commissioner may upon written notice and opportunity for hearing, suspend or revoke 

the accreditation. Credit shall not be allowed a domestic ceding insurer under this section if the assuming 

insurer’s accreditation has been revoked by the commissioner, or if the reinsurance was ceded while the 

assuming insurer’s accreditation was under suspension by the commissioner. 

 

Section 6. Credit for Reinsurance—Reinsurer Domiciled in Another State 
 

A. Pursuant to Section [cite state law equivalent to Section 2C of the Credit for Reinsurance Model Law] the 

commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming insurer that as 

of any date on which statutory financial statement credit for reinsurance is claimed: 

 

(1) Is domiciled in (or, in the case of a U.S. branch of an alien assuming insurer, is entered through) a 

state that employs standards regarding credit for reinsurance substantially similar to those 

applicable under the Act and this regulation; 

 
Drafting Note: This subsection is intended to apply to an assuming insurer domiciled in (or, in the case of the U.S. branch of an alien assuming insurer, 

entered through) another state only if the assuming insurer also is licensed in that state and is therefore subject to the application of the state’s credit for 

reinsurance standards as the result of the imposition of licensure requirements and also regulatory oversight and examination as a domiciliary company. 

 

(2) Maintains a surplus as regards policyholders in an amount not less than $20,000,000; and 

 

(3) Files a properly executed Form AR-1 with the commissioner as evidence of its submission to this 

state’s authority to examine its books and records. 

 

B. The provisions of this section relating to surplus as regards policyholders shall not apply to reinsurance 

ceded and assumed pursuant to pooling arrangements among insurers in the same holding company system. 

As used in this section, “substantially similar” standards means credit for reinsurance standards that the 

commissioner determines equal or exceed the standards of the Act and this regulation. 
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Section 7. Credit for Reinsurance—Reinsurers Maintaining Trust Funds 
 

A. Pursuant to Section [cite state law equivalent to Section 2D of the Credit for Reinsurance Model Law] the 

commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming insurer which, 

as of any date on which statutory financial statement credit for reinsurance is claimed, and thereafter for so 

long as credit for reinsurance is claimed, maintains a trust fund in an amount prescribed below in a 

qualified U.S. financial institution as defined in Section [cite state law equivalent to Section 4B of the 

Credit for Reinsurance Model Law] of the Act, for the payment of the valid claims of its U.S. domiciled 

ceding insurers, their assigns and successors in interest. The assuming insurer shall report annually to the 

commissioner substantially the same information as that required to be reported on the National 

Association of Insurance Commissioners (NAIC) annual statement form by licensed insurers, to enable the 

commissioner to determine the sufficiency of the trust fund. 

 

B. The following requirements apply to the following categories of assuming insurer: 

 

(1) The trust fund for a single assuming insurer shall consist of funds in trust in an amount not less 

than the assuming insurer’s liabilities attributable to reinsurance ceded by U.S. domiciled insurers, 

and in addition, the assuming insurer shall maintain a trusteed surplus of not less than 

$20,000,000, except as provided in paragraph (2) of this subsection. 

 

(2) At any time after the assuming insurer has permanently discontinued underwriting new business 

secured by the trust for at least three full years, the commissioner with principal regulatory 

oversight of the trust may authorize a reduction in the required trusteed surplus, but only after a 

finding, based on an assessment of the risk, that the new required surplus level is adequate for the 

protection of U.S. ceding insurers, policyholders and claimants in light of reasonably foreseeable 

adverse loss development. The risk assessment may involve an actuarial review, including an 

independent analysis of reserves and cash flows, and shall consider all material risk factors, 

including when applicable the lines of business involved, the stability of the incurred loss 

estimates and the effect of the surplus requirements on the assuming insurer’s liquidity or 

solvency. The minimum required trusteed surplus may not be reduced to an amount less than 

thirty percent (30%) of the assuming insurer’s liabilities attributable to reinsurance ceded by U.S. 

ceding insurers covered by the trust. 

 

(3) (a) The trust fund for a group including incorporated and individual unincorporated 

underwriters shall consist of: 

 

(i) For reinsurance ceded under reinsurance agreements with an inception, 

amendment or renewal date on or after January 1, 1993, funds in trust in an 

amount not less than the respective underwriters’ several liabilities attributable 

to business ceded by U.S. domiciled ceding insurers to any underwriter of the 

group; 

 

(ii) For reinsurance ceded under reinsurance agreements with an inception date on 

or before December 31, 1992, and not amended or renewed after that date, 

notwithstanding the other provisions of this regulation, funds in trust in an 

amount not less than the respective underwriters’ several insurance and 

reinsurance liabilities attributable to business written in the United States; and 

 

(iii) In addition to these trusts, the group shall maintain a trusteed surplus of which 

$100,000,000 shall be held jointly for the benefit of the U.S. domiciled ceding 

insurers of any member of the group for all the years of account. 

 

(b) The incorporated members of the group shall not be engaged in any business other than 

underwriting as a member of the group and shall be subject to the same level of 

regulation and solvency control by the group’s domiciliary regulator as are the 

unincorporated members. The group shall, within ninety (90) days after its financial 

statements are due to be filed with the group’s domiciliary regulator, provide to the 

commissioner: 
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(i) An annual certification by the group’s domiciliary regulator of the solvency of 

each underwriter member of the group; or 

 

(ii) If a certification is unavailable, a financial statement, prepared by independent 

public accountants, of each underwriter member of the group.  

 

(4) (a) The trust fund for a group of incorporated insurers under common administration, whose 

members possess aggregate policyholders surplus of $10,000,000,000 (calculated and 

reported in substantially the same manner as prescribed by the annual statement 

instructions and Accounting Practices and Procedures Manual of the NAIC) and which 

has continuously transacted an insurance business outside the United States for at least 

three (3) years immediately prior to making application for accreditation, shall: 

 

(i) Consist of funds in trust in an amount not less than the assuming insurers’ 

several liabilities attributable to business ceded by U.S. domiciled ceding 

insurers to any members of the group pursuant to reinsurance contracts issued in 

the name of such group;  

 

(ii) Maintain a joint trusteed surplus of which $100,000,000 shall be held jointly for 

the benefit of U.S. domiciled ceding insurers of any member of the group; and  

 

(iii) File a properly executed Form AR-1 as evidence of the submission to this state’s 

authority to examine the books and records of any of its members and shall 

certify that any member examined will bear the expense of any such 

examination.  

 

(b) Within ninety (90) days after the statements are due to be filed with the group’s 

domiciliary regulator, the group shall file with the commissioner an annual certification 

of each underwriter member’s solvency by the member’s domiciliary regulators, and 

financial statements, prepared by independent public accountants, of each underwriter 

member of the group. 

 

C. (1) Credit for reinsurance shall not be granted unless the form of the trust and any amendments to the 

trust have been approved by either the commissioner of the state where the trust is domiciled or 

the commissioner of another state who, pursuant to the terms of the trust instrument, has accepted 

responsibility for regulatory oversight of the trust. The form of the trust and any trust amendments 

also shall be filed with the commissioner of every state in which the ceding insurer beneficiaries of 

the trust are domiciled. The trust instrument shall provide that: 

 

(a) Contested claims shall be valid and enforceable out of funds in trust to the extent 

remaining unsatisfied thirty (30) days after entry of the final order of any court of 

competent jurisdiction in the United States; 

 

(b) Legal title to the assets of the trust shall be vested in the trustee for the benefit of the 

grantor’s U.S. ceding insurers, their assigns and successors in interest; 

 

(c) The trust shall be subject to examination as determined by the commissioner; 

 

(d) The trust shall remain in effect for as long as the assuming insurer, or any member or 

former member of a group of insurers, shall have outstanding obligations under 

reinsurance agreements subject to the trust; and 

 

(e) No later than February 28 of each year the trustee of the trust shall report to the 

commissioner in writing setting forth the balance in the trust and listing the trust’s 

investments at the preceding year-end, and shall certify the date of termination of the 

trust, if so planned, or certify that the trust shall not expire prior to the following 

December 31. 
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(2) (a) Notwithstanding any other provisions in the trust instrument, if the trust fund is 

inadequate because it contains an amount less than the amount required by this 

subsection or if the grantor of the trust has been declared insolvent or placed into 

receivership, rehabilitation, liquidation or similar proceedings under the laws of its state 

or country of domicile, the trustee shall comply with an order of the commissioner with 

regulatory oversight over the trust or with an order of a court of competent jurisdiction 

directing the trustee to transfer to the commissioner with regulatory oversight over the 

trust or other designated receiver all of the assets of the trust fund. 

 

 (b) The assets shall be distributed by and claims shall be filed with and valued by the 

commissioner with regulatory oversight over the trust in accordance with the laws of the 

state in which the trust is domiciled applicable to the liquidation of domestic insurance 

companies. 

 

 (c) If the commissioner with regulatory oversight over the trust determines that the assets of 

the trust fund or any part thereof are not necessary to satisfy the claims of the U.S. 

beneficiaries of the trust, the commissioner with regulatory oversight over the trust shall 

return the assets, or any part thereof, to the trustee for distribution in accordance with the 

trust agreement. 

 

 (d) The grantor shall waive any right otherwise available to it under U.S. law that is 

inconsistent with this provision. 

 

D. For purposes of this section, the term “liabilities” shall mean the assuming insurer’s gross liabilities 

attributable to reinsurance ceded by U.S. domiciled insurers excluding liabilities that are otherwise secured 

by acceptable means, and, shall include: 

 

(1) For business ceded by domestic insurers authorized to write accident and health, and property and 

casualty insurance: 

 

(a) Losses and allocated loss expenses paid by the ceding insurer, recoverable from the 

assuming insurer; 

 

(b) Reserves for losses reported and outstanding; 

 

(c) Reserves for losses incurred but not reported; 

 

(d) Reserves for allocated loss expenses; and 

 

(e) Unearned premiums. 

 

(2) For business ceded by domestic insurers authorized to write life, health and annuity insurance: 

 

(a) Aggregate reserves for life policies and contracts net of policy loans and net due and 

deferred premiums; 

 

(b) Aggregate reserves for accident and health policies; 

 

(c) Deposit funds and other liabilities without life or disability contingencies; and 

 

(d) Liabilities for policy and contract claims. 
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E. Assets deposited in trusts established pursuant to [cite state law equivalent to Section 2 of the Credit for 

Reinsurance Model Law] and this section shall be valued according to their current fair market value and 

shall consist only of cash in U.S. dollars, certificates of deposit issued by a U.S. financial institution as 

defined in [cite state law equivalent of Section 4A of the Credit for Reinsurance Model Law], clean, 

irrevocable, unconditional and “evergreen” letters of credit issued or confirmed by a qualified U.S. 

financial institution, as defined in [cite state law equivalent of Section 4A of the Credit for Reinsurance 

Model Law], and investments of the type specified in this subsection, but investments in or issued by an 

entity controlling, controlled by or under common control with either the grantor or beneficiary of the trust 

shall not exceed five percent (5%) of total investments. No more than twenty percent (20%) of the total of 

the investments in the trust may be foreign investments authorized under Paragraphs (1)(e), (3), (6)(b) or 

(7) of this subsection, and no more than ten percent (10%) of the total of the investments in the trust may be 

securities denominated in foreign currencies. For purposes of applying the preceding sentence, a depository 

receipt denominated in U.S. dollars and representing rights conferred by a foreign security shall be 

classified as a foreign investment denominated in a foreign currency. The assets of a trust established to 

satisfy the requirements of Section [cite state law equivalent to Section 2 of the Credit for Reinsurance 

Model Law] shall be invested only as follows: 

 

(1) Government obligations that are not in default as to principal or interest, that are valid and legally 

authorized and that are issued, assumed or guaranteed by: 

 

(a) The United States or by any agency or instrumentality of the United States; 

 

(b) A state of the United States; 

 

(c) A territory, possession or other governmental unit of the United States;  

 

(d) An agency or instrumentality of a governmental unit referred to in Subparagraphs (b) and 

(c) of this paragraph if the obligations shall be by law (statutory of otherwise) payable, as 

to both principal and interest, from taxes levied or by law required to be levied or from 

adequate special revenues pledged or otherwise appropriated or by law required to be 

provided for making these payments, but shall not be obligations eligible for investment 

under this paragraph if payable solely out of special assessments on properties benefited 

by local improvements; or 

 

(e) The government of any other country that is a member of the Organization for Economic 

Cooperation and Development and whose government obligations are rated A or higher, 

or the equivalent, by a rating agency recognized by the Securities Valuation Office of the 

NAIC; 

 

(2) Obligations that are issued in the United States, or that are dollar denominated and issued in a non-

U.S. market, by a solvent U.S. institution (other than an insurance company) or that are assumed 

or guaranteed by a solvent U.S. institution (other than an insurance company) and that are not in 

default as to principal or interest if the obligations: 

 

(a) Are rated A or higher (or the equivalent) by a securities rating agency recognized by the 

Securities Valuation Office of the NAIC, or if not so rated, are similar in structure and 

other material respects to other obligations of the same institution that are so rated; 

 

(b) Are insured by at least one authorized insurer (other than the investing insurer or a parent, 

subsidiary or affiliate of the investing insurer) licensed to insure obligations in this state 

and, after considering the insurance, are rated AAA (or the equivalent) by a securities 

rating agency recognized by the Securities Valuation Office of the NAIC; or 

 

(c) Have been designated as Class One or Class Two by the Securities Valuation Office of 

the NAIC; 
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(3) Obligations issued, assumed or guaranteed by a solvent non-U.S. institution chartered in a country 

that is a member of the Organization for Economic Cooperation and Development or obligations 

of U.S. corporations issued in a non-U.S. currency, provided that in either case the obligations are 

rated A or higher, or the equivalent, by a rating agency recognized by the Securities Valuation 

Office of the NAIC; 

 

(4) An investment made pursuant to the provisions of Paragraph (1), (2) or (3) of this subsection shall 

be subject to the following additional limitations: 

 

(a) An investment in or loan upon the obligations of an institution other than an institution 

that issues mortgage-related securities shall not exceed five percent (5%) of the assets of 

the trust; 

 

(b) An investment in any one mortgage-related security shall not exceed five percent (5%) of 

the assets of the trust; 

 

(c) The aggregate total investment in mortgage-related securities shall not exceed twenty-

five percent (25%) of the assets of the trust; and 

 

(d) Preferred or guaranteed shares issued or guaranteed by a solvent U.S. institution are 

permissible investments if all of the institution’s obligations are eligible as investments 

under Paragraphs (2)(a) and (2)(c) of this subsection, but shall not exceed two percent 

(2%) of the assets of the trust. 

 

(5) As used in this regulation: 

 

(a) “Mortgage-related security” means an obligation that is rated AA or higher (or the 

equivalent) by a securities rating agency recognized by the Securities Valuation Office of 

the NAIC and that either: 

 

(i) Represents ownership of one or more promissory notes or certificates of interest 

or participation in the notes (including any rights designed to assure servicing 

of, or the receipt or timeliness of receipt by the holders of the notes, certificates, 

or participation of amounts payable under, the notes, certificates or 

participation), that: 

 

(I) Are directly secured by a first lien on a single parcel of real estate, 

including stock allocated to a dwelling unit in a residential cooperative 

housing corporation, upon which is located a dwelling or mixed 

residential and commercial structure, or on a residential manufactured 

home as defined in 42 U.S.C.A. Section 5402(6), whether the 

manufactured home is considered real or personal property under the 

laws of the state in which it is located; and 

 

(II) Were originated by a savings and loan association, savings bank, 

commercial bank, credit union, insurance company, or similar 

institution that is supervised and examined by a federal or state housing 

authority, or by a mortgagee approved by the Secretary of Housing and 

Urban Development pursuant to 12 U.S.C.A. Sections 1709 and 1715-

b, or, where the notes involve a lien on the manufactured home, by an 

institution or by a financial institution approved for insurance by the 

Secretary of Housing and Urban Development pursuant to 12 U.S.C.A. 

Section 1703; or 

 

(ii) Is secured by one or more promissory notes or certificates of deposit or 

participations in the notes (with or without recourse to the insurer of the notes) 

and, by its terms, provides for payments of principal in relation to payments, or 

reasonable projections of payments, or notes meeting the requirements of Items 

(i)(I) and (i)(II) of this subsection; 
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(b) “Promissory note,” when used in connection with a manufactured home, shall also 

include a loan, advance or credit sale as evidenced by a retail installment sales contract or 

other instrument. 

 

(6) Equity interests 

 

(a) Investments in common shares or partnership interests of a solvent U.S. institution are 

permissible if: 

 

(i) Its obligations and preferred shares, if any, are eligible as investments under this 

subsection; and 

 

(ii) The equity interests of the institution (except an insurance company) are 

registered on a national securities exchange as provided in the Securities 

Exchange Act of 1934, 15 U.S.C. §§ 78a to 78kk or otherwise registered 

pursuant to that Act, and if otherwise registered, price quotations for them are 

furnished through a nationwide automated quotations system approved by the 

Financial Industry Regulatory Authority, or successor organization. A trust shall 

not invest in equity interests under this paragraph an amount exceeding one 

percent (1%) of the assets of the trust even though the equity interests are not so 

registered and are not issued by an insurance company; 

 

(b) Investments in common shares of a solvent institution organized under the laws of a 

country that is a member of the Organization for Economic Cooperation and 

Development, if: 

 

(i) All its obligations are rated A or higher, or the equivalent, by a rating agency 

recognized by the Securities Valuation Office of the NAIC; and 

 

(ii) The equity interests of the institution are registered on a securities exchange 

regulated by the government of a country that is a member of the Organization 

for Economic Cooperation and Development; 

 

(c) An investment in or loan upon any one institution’s outstanding equity interests shall not 

exceed one percent (1%) of the assets of the trust. The cost of an investment in equity 

interests made pursuant to this paragraph, when added to the aggregate cost of other 

investments in equity interests then held pursuant to this paragraph, shall not exceed ten 

percent (10%) of the assets in the trust; 

 

(7) Obligations issued, assumed or guaranteed by a multinational development bank, provided the 

obligations are rated A or higher, or the equivalent, by a rating agency recognized by the 

Securities Valuation Office of the NAIC. 

 
Drafting Note: Banks such as the International Bank for Reconstruction and Development, European Bank for Reconstruction and Development, Inter-

American Development Bank, Asian Development Bank, African Development Bank, International Finance Corporation are intended to qualify under this 
section.  

 

(8) Investment companies 

 

(a) Securities of an investment company registered pursuant to the Investment Company Act 

of 1940, 15 U.S.C. § 80a, are permissible investments if the investment company: 

 

(i) Invests at least ninety percent (90%) of its assets in the types of securities that 

qualify as an investment under Paragraph (1), (2) or (3) of this subsection or 

invests in securities that are determined by the commissioner to be substantively 

similar to the types of securities set forth in Paragraph (1), (2) or (3) of this 

subsection; or 

 

(ii) Invests at least ninety percent (90%) of its assets in the types of equity interests 

that qualify as an investment under Paragraph (6)(a) of this subsection; 
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(b) Investments made by a trust in investment companies under this paragraph shall not

exceed the following limitations:

(i) An investment in an investment company qualifying under Subparagraph (a)(i)

of this paragraph shall not exceed ten percent (10%) of the assets in the trust and

the aggregate amount of investment in qualifying investment companies shall

not exceed twenty-five percent (25%) of the assets in the trust; and

(ii) Investments in an investment company qualifying under Subparagraph (a)(ii) of

this paragraph shall not exceed five percent (5%) of the assets in the trust and

the aggregate amount of investment in qualifying investment companies shall be

included when calculating the permissible aggregate value of equity interests

pursuant to Paragraph (6)(a) of this subsection.

(9) Letters of Credit

(a) In order for a letter of credit to qualify as an asset of the trust, the trustee shall have the

right and the obligation pursuant to the deed of trust or some other binding agreement (as

duly approved by the commissioner), to immediately draw down the full amount of the

letter of credit and hold the proceeds in trust for the beneficiaries of the trust if the letter

of credit will otherwise expire without being renewed or replaced.

(b) The trust agreement shall provide that the trustee shall be liable for its negligence, willful

misconduct or lack of good faith. The failure of the trustee to draw against the letter of

credit in circumstances where such draw would be required shall be deemed to be

negligence and/or willful misconduct.

F. A specific security provided to a ceding insurer by an assuming insurer pursuant to Section 9 of this

regulation shall be applied, until exhausted, to the payment of liabilities of the assuming insurer to the

ceding insurer holding the specific security prior to, and as a condition precedent for, presentation of a

claim by the ceding insurer for payment by a trustee of a trust established by the assuming insurer pursuant

to this section.

Section 8. Credit for Reinsurance––Certified Reinsurers

A. Pursuant to [cite state law equivalent of Section 2E of the Credit for Reinsurance Model Law], the

commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming insurer that has

been certified as a reinsurer in this state at all times for which statutory financial statement credit for

reinsurance is claimed under this section. The credit allowed shall be based upon the security held by or on

behalf of the ceding insurer in accordance with a rating assigned to the certified reinsurer by the

commissioner. The security shall be in a form consistent with the provisions of [cite state law equivalent of

Section 2E and Section 3 of the Credit for Reinsurance Model Law] and 11, 12 or 13 of this Regulation.

The amount of security required in order for full credit to be allowed shall correspond with the following

requirements:

(1) Ratings Security Required 

Secure – 1 0% 

Secure – 2 10% 

Secure – 3 20% 

Secure – 4 50% 

Secure – 5 75% 

Vulnerable – 6 100% 

(2) Affiliated reinsurance transactions shall receive the same opportunity for reduced security

requirements as all other reinsurance transactions.
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 (3) The commissioner shall require the certified reinsurer to post one hundred percent (100%), for the 

benefit of the ceding insurer or its estate, security upon the entry of an order of rehabilitation, 

liquidation or conservation against the ceding insurer. 

 

(4) In order to facilitate the prompt payment of claims, a certified reinsurer shall not be required to 

post security for catastrophe recoverables for a period of one year from the date of the first 

instance of a liability reserve entry by the ceding company as a result of a loss from a catastrophic 

occurrence as recognized by the commissioner. The one year deferral period is contingent upon 

the certified reinsurer continuing to pay claims in a timely manner. Reinsurance recoverables for 

only the following lines of business as reported on the NAIC annual financial statement related 

specifically to the catastrophic occurrence will be included in the deferral: 

 

(a) Line 1: Fire 

(b) Line 2: Allied Lines 

(c) Line 3: Farmowners multiple peril 

(d) Line 4: Homeowners multiple peril 

(e) Line 5: Commercial multiple peril 

(f) Line 9: Inland Marine 

(g) Line 12: Earthquake 

(h) Line 21: Auto physical damage 

 

(5) Credit for reinsurance under this section shall apply only to reinsurance contracts entered into or 

renewed on or after the effective date of the certification of the assuming insurer. Any reinsurance 

contract entered into prior to the effective date of the certification of the assuming insurer that is 

subsequently amended after the effective date of the certification of the assuming insurer, or a new 

reinsurance contract, covering any risk for which collateral was provided previously, shall only be 

subject to this section with respect to losses incurred and reserves reported from and after the 

effective date of the amendment or new contract.  

  

(6) Nothing in this section shall prohibit the parties to a reinsurance agreement from agreeing to 

provisions establishing security requirements that exceed the minimum security requirements 

established for certified reinsurers under this section. 

 

 B. Certification Procedure.  

 

(1) The commissioner shall post notice on the insurance department’s website promptly upon receipt 

of any application for certification, including instructions on how members of the public may 

respond to the application. The commissioner may not take final action on the application until at 

least thirty (30) days after posting the notice required by this paragraph. 

 
Drafting Note: States that do not wish to make the internet the required mechanism for providing public notice should modify this provision accordingly. 

This provision was intended to provide a less formal notice requirement than is typically called for under state Administrative Procedure Acts. 

 

(2) The commissioner shall issue written notice to an assuming insurer that has made application and 

been approved as a certified reinsurer. Included in such notice shall be the rating assigned the 

certified reinsurer in accordance with Subsection A of this section. The commissioner shall 

publish a list of all certified reinsurers and their ratings.  

 

(3) In order to be eligible for certification, the assuming insurer shall meet the following 

requirements:  

 

(a) The assuming insurer must be domiciled and licensed to transact insurance or reinsurance 

in a Qualified Jurisdiction, as determined by the commissioner pursuant to Subsection C 

of this section.  
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(b) The assuming insurer must maintain capital and surplus, or its equivalent, of no less than 

$250,000,000 calculated in accordance with Subparagraph (4)(h) of this subsection. This 

requirement may also be satisfied by an association including incorporated and individual 

unincorporated underwriters having minimum capital and surplus equivalents (net of 

liabilities) of at least $250,000,000 and a central fund containing a balance of at least 

$250,000,000. 

 

(c) The assuming insurer must maintain financial strength ratings from two or more rating 

agencies deemed acceptable by the commissioner. These ratings shall be based on 

interactive communication between the rating agency and the assuming insurer and shall 

not be based solely on publicly available information. These financial strength ratings 

will be one factor used by the commissioner in determining the rating that is assigned to 

the assuming insurer. Acceptable rating agencies include the following: 

 

(i) Standard & Poor’s; 

(ii) Moody’s Investors Service; 

(iii) Fitch Ratings; 

(iv) A.M. Best Company; or 

(v) Any other Nationally Recognized Statistical Rating Organization. 

 

(d) The certified reinsurer must comply with any other requirements reasonably imposed by 

the commissioner. 

 

(4) Each certified reinsurer shall be rated on a legal entity basis, with due consideration being given to 

the group rating where appropriate, except that an association including incorporated and 

individual unincorporated underwriters that has been approved to do business as a single certified 

reinsurer may be evaluated on the basis of its group rating. Factors that may be considered as part 

of the evaluation process include, but are not limited to, the following: 

 

(a) The certified reinsurer’s financial strength rating from an acceptable rating agency. The 

maximum rating that a certified reinsurer may be assigned will correspond to its financial 

strength rating as outlined in the table below. The commissioner shall use the lowest 

financial strength rating received from an approved rating agency in establishing the 

maximum rating of a certified reinsurer. A failure to obtain or maintain at least two 

financial strength ratings from acceptable rating agencies will result in loss of eligibility 

for certification: 

 

Ratings Best S&P Moody’s Fitch 

Secure – 1 A++ AAA Aaa 

 

AAA 

 

Secure – 2 A+ AA+, AA, AA- Aa1, Aa2, Aa3 

 

AA+, AA, AA- 

 

Secure – 3 A A+, A A1, A2 

 

A+, A 

 

Secure – 4 A- A- A3 A- 

Secure – 5 B++, B+ BBB+, BBB, BBB- Baa1, Baa2, Baa3 

 

BBB+, BBB, BBB- 

 

Vulnerable – 

6 

 

B, B-C++, 

C+, 

C, C-, D, E, F 

 

BB+, BB, BB-, 

B+, B, B-, CCC, CC, C, 

D, R 

 

Ba1, Ba2, Ba3, 

B1, B2, B3, Caa, Ca, C 

 

BB+, BB, BB-, 

B+, B, B-, CCC+, CC, 

CCC-, DD 
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(b) The business practices of the certified reinsurer in dealing with its ceding insurers, 

including its record of compliance with reinsurance contractual terms and obligations; 

 

(c) For certified reinsurers domiciled in the U.S., a review of the most recent applicable 

NAIC Annual Statement Blank, either Schedule F (for property/casualty reinsurers) or 

Schedule S (for life and health reinsurers); 

 

(d) For certified reinsurers not domiciled in the U.S., a review annually of Form CR-F (for 

property/casualty reinsurers) or Form CR-S (for life and health reinsurers) (attached as 

exhibits to this regulation);  

 

(e) The reputation of the certified reinsurer for prompt payment of claims under reinsurance 

agreements, based on an analysis of ceding insurers’ Schedule F reporting of overdue 

reinsurance recoverables, including the proportion of obligations that are more than 

ninety (90) days past due or are in dispute, with specific attention given to obligations 

payable to companies that are in administrative supervision or receivership; 

 

(f) Regulatory actions against the certified reinsurer; 

 

(g) The report of the independent auditor on the financial statements of the insurance 

enterprise, on the basis described in paragraph (h) below; 

 

(h) For certified reinsurers not domiciled in the U.S., audited financial statements (audited 

U.S. GAAP basis if available, audited IFRS basis statements are allowed but must 

include an audited footnote reconciling equity and net income to a U.S. GAAP basis, or, 

with the permission of the state insurance commissioner, audited IFRS statements with 

reconciliation to U.S. GAAP certified by an officer of the company), regulatory filings, 

and actuarial opinion (as filed with the non-U.S. jurisdiction supervisor). Upon the initial 

application for certification, the commissioner will consider audited financial statements 

for the last three (3) years filed with its non-U.S. jurisdiction supervisor;  

 

(i) The liquidation priority of obligations to a ceding insurer in the certified reinsurer’s 

domiciliary jurisdiction in the context of an insolvency proceeding; 

 

(j) A certified reinsurer’s participation in any solvent scheme of arrangement, or similar 

procedure, which involves U.S. ceding insurers. The commissioner shall receive prior 

notice from a certified reinsurer that proposes participation by the certified reinsurer in a 

solvent scheme of arrangement; and  

 

(k) Any other information deemed relevant by the commissioner. 

 

(5) Based on the analysis conducted under Subparagraph (4)(e) of a certified reinsurer’s reputation for 

prompt payment of claims, the commissioner may make appropriate adjustments in the security 

the certified reinsurer is required to post to protect its liabilities to U.S. ceding insurers, provided 

that the commissioner shall, at a minimum, increase the security the certified reinsurer is required 

to post by one rating level under Subparagraph (4)(a) if the commissioner finds that: 

 

(a) More than fifteen percent (15%) of the certified reinsurer’s ceding insurance clients have 

overdue reinsurance recoverables on paid losses of ninety (90) days or more which are 

not in dispute and which exceed $100,000 for each cedent; or 

 

(b) The aggregate amount of reinsurance recoverables on paid losses which are not in dispute 

that are overdue by ninety (90) days or more exceeds $50,000,000. 
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(6) The assuming insurer must submit a properly executed Form CR-1 (attached as an exhibit to this 

regulation) as evidence of its submission to the jurisdiction of this state, appointment of the 

commissioner as an agent for service of process in this state, and agreement to provide security for 

one hundred percent (100%) of the assuming insurer’s liabilities attributable to reinsurance ceded 

by U.S. ceding insurers if it resists enforcement of a final U.S. judgment. The commissioner shall 

not certify any assuming insurer that is domiciled in a jurisdiction that the commissioner has 

determined does not adequately and promptly enforce final U.S. judgments or arbitration awards.  

 

(7) The certified reinsurer must agree to meet applicable information filing requirements as 

determined by the commissioner, both with respect to an initial application for certification and on 

an ongoing basis. All information submitted by certified reinsurers which are not otherwise public 

information subject to disclosure shall be exempted from disclosure under [cite state law 

equivalent of Freedom of Information Act] and shall be withheld from public disclosure. The 

applicable information filing requirements are, as follows: 

 

(a) Notification within ten (10) days of any regulatory actions taken against the certified 

reinsurer, any change in the provisions of its domiciliary license or any change in rating 

by an approved rating agency, including a statement describing such changes and the 

reasons therefore; 

 

(b) Annually, Form CR-F or CR-S, as applicable [per the instructions to be developed as an 

exhibit to this model]; 

 

(c) Annually, the report of the independent auditor on the financial statements of the 

insurance enterprise, on the basis described in Subsection (d) below;  

 

(d) Annually, audited financial statements (audited U.S. GAAP basis if available, audited 

IFRS basis statements are allowed but must include an audited footnote reconciling 

equity and net income to a U.S. GAAP basis, or, with the permission of the state 

insurance commissioner, audited IFRS statements with reconciliation to U.S. GAAP 

certified by an officer of the company), regulatory filings, and actuarial opinion (as filed 

with the certified reinsurer’s supervisor). Upon the initial certification, audited financial 

statements for the last three (3) years filed with the certified reinsurer’s supervisor;  

 

(e) At least annually, an updated list of all disputed and overdue reinsurance claims 

regarding reinsurance assumed from U.S. domestic ceding insurers; 

 

(f) A certification from the certified reinsurer’s domestic regulator that the certified reinsurer 

is in good standing and maintains capital in excess of the jurisdiction’s highest regulatory 

action level; and 

 

(g) Any other information that the commissioner may reasonably require. 

 

(8) Change in Rating or Revocation of Certification.  

 

(a) In the case of a downgrade by a rating agency or other disqualifying circumstance, the 

commissioner shall upon written notice assign a new rating to the certified reinsurer in 

accordance with the requirements of Subparagraph (4)(a).  

 

(b) The commissioner shall have the authority to suspend, revoke, or otherwise modify a 

certified reinsurer’s certification at any time if the certified reinsurer fails to meet its 

obligations or security requirements under this section, or if other financial or operating 

results of the certified reinsurer, or documented significant delays in payment by the 

certified reinsurer, lead the commissioner to reconsider the certified reinsurer’s ability or 

willingness to meet its contractual obligations. 
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(c) If the rating of a certified reinsurer is upgraded by the commissioner, the certified 

reinsurer may meet the security requirements applicable to its new rating on a prospective 

basis, but the commissioner shall require the certified reinsurer to post security under the 

previously applicable security requirements as to all contracts in force on or before the 

effective date of the upgraded rating. If the rating of a certified reinsurer is downgraded 

by the commissioner, the commissioner shall require the certified reinsurer to meet the 

security requirements applicable to its new rating for all business it has assumed as a 

certified reinsurer. 

 

(d) Upon revocation of the certification of a certified reinsurer by the commissioner, the 

assuming insurer shall be required to post security in accordance with Section 10 in order 

for the ceding insurer to continue to take credit for reinsurance ceded to the assuming 

insurer. If funds continue to be held in trust in accordance with Section 7, the 

commissioner may allow additional credit equal to the ceding insurer’s pro rata share of 

such funds, discounted to reflect the risk of uncollectibility and anticipated expenses of 

trust administration. Notwithstanding the change of a certified reinsurer’s rating or 

revocation of its certification, a domestic insurer that has ceded reinsurance to that 

certified reinsurer may not be denied credit for reinsurance for a period of three (3) 

months for all reinsurance ceded to that certified reinsurer, unless the reinsurance is 

found by the commissioner to be at high risk of uncollectibility. 

 

 C. Qualified Jurisdictions.  

 

(1) If, upon conducting an evaluation under this section with respect to the reinsurance supervisory 

system of any non-U.S. assuming insurer, the commissioner determines that the jurisdiction 

qualifies to be recognized as a qualified jurisdiction, the commissioner shall publish notice and 

evidence of such recognition in an appropriate manner. The commissioner may establish a 

procedure to withdraw recognition of those jurisdictions that are no longer qualified. 

 

(2) In order to determine whether the domiciliary jurisdiction of a non-U.S. assuming insurer is 

eligible to be recognized as a qualified jurisdiction, the commissioner shall evaluate the 

reinsurance supervisory system of the non-U.S. jurisdiction, both initially and on an ongoing basis, 

and consider the rights, benefits and the extent of reciprocal recognition afforded by the non-U.S. 

jurisdiction to reinsurers licensed and domiciled in the U.S. The commissioner shall determine the 

appropriate approach for evaluating the qualifications of such jurisdictions, and create and publish 

a list of jurisdictions whose reinsurers may be approved by the commissioner as eligible for 

certification. A qualified jurisdiction must agree to share information and cooperate with the 

commissioner with respect to all certified reinsurers domiciled within that jurisdiction. Additional 

factors to be considered in determining whether to recognize a qualified jurisdiction, in the 

discretion of the commissioner, include but are not limited to the following:  

 

(a) The framework under which the assuming insurer is regulated. 

 

(b) The structure and authority of the domiciliary regulator with regard to solvency 

regulation requirements and financial surveillance. 

 

(c) The substance of financial and operating standards for assuming insurers in the 

domiciliary jurisdiction. 

 

(d) The form and substance of financial reports required to be filed or made publicly 

available by reinsurers in the domiciliary jurisdiction and the accounting principles used. 

 

(e) The domiciliary regulator’s willingness to cooperate with U.S. regulators in general and 

the commissioner in particular. 

 

(f) The history of performance by assuming insurers in the domiciliary jurisdiction. 
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(g) Any documented evidence of substantial problems with the enforcement of final U.S. 

judgments in the domiciliary jurisdiction. A jurisdiction will not be considered to be a 

qualified jurisdiction if the commissioner has determined that it does not adequately and 

promptly enforce final U.S. judgments or arbitration awards. 

 

(h) Any relevant international standards or guidance with respect to mutual recognition of 

reinsurance supervision adopted by the International Association of Insurance 

Supervisors or successor organization. 

 

(i) Any other matters deemed relevant by the commissioner.  

 

 (3) A list of qualified jurisdictions shall be published through the NAIC Committee Process. The 

commissioner shall consider this list in determining qualified jurisdictions. If the commissioner 

approves a jurisdiction as qualified that does not appear on the list of qualified jurisdictions, the 

commissioner shall provide thoroughly documented justification with respect to the criteria 

provided under Subsections 8.C(2)(a) to (i).  

 

(4) U.S. jurisdictions that meet the requirements for accreditation under the NAIC financial standards 

and accreditation program shall be recognized as qualified jurisdictions. 

 

D. Recognition of Certification Issued by an NAIC Accredited Jurisdiction.  

 

(1) If an applicant for certification has been certified as a reinsurer in an NAIC accredited jurisdiction, 

the commissioner has the discretion to defer to that jurisdiction’s certification, and to defer to the 

rating assigned by that jurisdiction, if the assuming insurer submits a properly executed Form CR-

1 and such additional information as the commissioner requires. The assuming insurer shall be 

considered to be a certified reinsurer in this state. 

 

(2) Any change in the certified reinsurer’s status or rating in the other jurisdiction shall apply 

automatically in this state as of the date it takes effect in the other jurisdiction. The certified 

reinsurer shall notify the commissioner of any change in its status or rating within 10 days after 

receiving notice of the change. 

 

(3) The commissioner may withdraw recognition of the other jurisdiction’s rating at any time and 

assign a new rating in accordance with Subsection B(8) of this section. 

 

(4) The commissioner may withdraw recognition of the other jurisdiction’s certification at any time, 

with written notice to the certified reinsurer. Unless the commissioner suspends or revokes the 

certified reinsurer’s certification in accordance with Subsection B(8) of this section, the certified 

reinsurer’s certification shall remain in good standing in this state for a period of three (3) months, 

which shall be extended if additional time is necessary to consider the assuming insurer’s 

application for certification in this state. 

 

E. Mandatory Funding Clause. In addition to the clauses required under Section 14, reinsurance contracts 

entered into or renewed under this section shall include a proper funding clause, which requires the 

certified reinsurer to provide and maintain security in an amount sufficient to avoid the imposition of any 

financial statement penalty on the ceding insurer under this section for reinsurance ceded to the certified 

reinsurer. 

F. The commissioner shall comply with all reporting and notification requirements that may be established by 

the NAIC with respect to certified reinsurers and qualified jurisdictions. 

 

Section 9. Credit for Reinsurance––Reciprocal Jurisdictions 

 

A. Pursuant to [cite state law equivalent of Section 2F of the Credit for Reinsurance Model Law], the 

commissioner shall allow credit for reinsurance ceded by a domestic insurer to an assuming insurer that has 

its head office or is domiciled in, as applicable, and is licensed in a jurisdiction that has been recognized as 

a Reciprocal Jurisdiction by the commissioner, and which meets the other requirements of this regulation.  
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B. A “Reciprocal Jurisdiction” is a jurisdiction that meets one of the following: 

 

(1)  A non-U.S. jurisdiction that has entered into a treaty or international agreement with the United 

States regarding credit for reinsurance, all of the terms of which are relevant to credit for 

reinsurance are in effect, including an agreement entered into pursuant to [Dodd–Frank Wall 

Street Reform and Consumer Protection Act, 31 U.S.C. § 314], and which the commissioner has 

recognized as a Reciprocal Jurisdiction in accordance with the terms and conditions of such treaty 

or agreement, any contemporaneous statement or statements by the duly authorized department of 

the United States, and pursuant to Subsection D of this regulation; and 

 

(2)  A qualified jurisdiction, as determined by the commissioner pursuant to [cite state law equivalent 

of Section 2E(3) of the Credit for Reinsurance Model Law and Section 8C of the Credit for 

Reinsurance Model Regulation], which is not also a party to a treaty or international agreement 

referred to in subsection (1) above (or in the case that the European Union is a party to such treaty 

or international agreement, is a member state thereof) and which the commissioner determines 

meets all of the following additional requirements: 

 

(a) Provides that an insurer with its head office or domicile in such qualified jurisdiction 

shall receive credit for reinsurance ceded to a U.S.-domiciled assuming insurer in the 

same manner as credit for reinsurance is received for reinsurance assumed by insurers 

domiciled in such qualified jurisdiction; 

 

(b) Does not require a U.S.-domiciled assuming insurer to establish or maintain a local 

presence as a condition for entering into a reinsurance agreement with any ceding insurer 

subject to regulation by the non-U.S. jurisdiction or as a condition to allow the ceding 

insurer to recognize credit for such reinsurance; 

 

(c) Provides through statute, regulation or the equivalent in such qualified jurisdiction, that 

insurers and insurance groups that are domiciled or maintain their headquarters in this 

state or another jurisdiction accredited by the NAIC shall be subject only to worldwide 

prudential insurance group supervision including worldwide group governance, solvency 

and capital, and reported, as applicable, by the commissioner or the commissioner of the 

domiciliary state and will not be subject to group supervision at the level of the 

worldwide parent undertaking of the insurance or reinsurance group by the qualified 

jurisdiction;  

 

(d) Provides through statute, regulation or the equivalent in such qualified jurisdiction that 

information regarding insurers and their parent, subsidiary, or affiliated entities, if 

applicable, shall be provided to the commissioner in accordance with a memorandum of 

understanding or similar document between the commissioner and such qualified 

jurisdiction; and 

  

(e) Such additional factors as may be considered in the discretion of the commissioner. 

 

C. Credit shall be allowed when the reinsurance is ceded to an assuming insurer meeting each of the 

conditions set forth below.  

  

(1) The assuming insurer must have its head office or is domiciled in, as applicable, and be licensed in 

a jurisdiction that has been recognized as a Reciprocal Jurisdiction by the commissioner. 

 

(2) The assuming insurer must have and maintain on an ongoing basis minimum capital and surplus, 

or its equivalent, calculated on an annual basis and confirmed as set forth in Subsection C(7) 

according to the methodology of its domiciliary jurisdiction, in the following amounts: 

 

(a) No less than $250,000,000; or 

 

(b) If the assuming reinsurer is an association, including incorporated and individual 

unincorporated underwriters:  
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(i) Minimum capital and surplus equivalents (net of liabilities) or own funds of the 

equivalent of at least $250,000,000; and  

 

(ii) A central fund containing a balance of the equivalent of at least $250,000,000. 

 

(c) In determining whether the amount of capital and surplus is equivalent, the commissioner 

may rely upon foreign currency exchange rates compiled from key market data 

contributors and established as of the preceding December 31. 

 

(3) The assuming insurer must have and maintain on an ongoing basis a minimum solvency or capital 

ratio, as applicable, as follows: 

 

(a) A solvency ratio of one hundred percent (100%) of the solvency capital requirement 

(SCR) as calculated under the Solvency II Directive issued by the European Union, or 

any similar successor solvency ratio, as applicable in the territory in which the assuming 

insurer has its head office or is domiciled, as applicable; 

 

(b) A risk-based capital (RBC) ratio of three hundred percent (300%) of the authorized 

control level, calculated in accordance with the formula developed by the NAIC, as 

applicable in the territory in which the assuming insurer has its head office or is 

domiciled, as applicable; 

 

(c) If the assuming reinsurer is an association including incorporated and individual 

unincorporated underwriters, a solvency ratio of one hundred percent (100%) SCR under 

Solvency II (or any similar successor solvency ratio) or an RBC of three hundred percent 

(300%) of the authorized control level, as applicable in the territory in which the 

assuming reinsurer has its head office or is domiciled, as applicable; or 

 

(d) Such other solvency or capital ratio as the commissioner finds is appropriate, as 

applicable in the territory in which the assuming insurer has its head office or is 

domiciled, as applicable; provided that to the extent that information or agreement is not 

required by a treaty or international agreement referred to in [cite state law equivalent of 

Section 2F(1)(a)(i) of the Credit for Reinsurance Model Law], the failure to satisfy such 

other requirements will not alter the ability of the ceding insurer to take credit for such 

reinsurance. In making this determination, the commissioner may rely upon 

recommendations published through the NAIC Committee Process. 

 

(4) The assuming insurer must agree to and provide adequate assurance, in the form of a properly 

executed Form RJ-1 (attached as an exhibit to this regulation), of its agreement to the following:  

 

(a) The assuming insurer must agree to provide prompt written notice and explanation to the 

commissioner if it falls below the minimum requirements set forth in paragraphs (2) and 

(3) of this subsection, or if any regulatory action is taken against it for serious 

noncompliance with applicable law. 

 

(b) The assuming insurer must consent in writing to the jurisdiction of the courts of this state 

and to the appointment of the commissioner as agent for service of process.  

 

(i) The commissioner may also require that such consent be provided and included 

in each reinsurance agreement under the commissioner’s jurisdiction.  

 

(ii) Nothing in this provision shall limit or in any way alter the capacity of parties to 

a reinsurance agreement to agree to alternative dispute resolution mechanisms. 

 

(c) The assuming insurer must consent in writing to pay all final judgments, wherever 

enforcement is sought, obtained by a ceding insurer, that have been declared enforceable 

in the territory where the judgment was obtained.  
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(d) Each reinsurance agreement must include a provision requiring the assuming reinsurer to 

provide security in an amount equal to one hundred percent (100%) of the assuming 

reinsurer’s liabilities attributable to reinsurance ceded pursuant to that agreement if the 

assuming reinsurer resists enforcement of a final judgment that is enforceable under the 

law of the territory in which it was obtained or a properly enforceable arbitration award, 

whether obtained by the ceding insurer or by its resolution estate, if applicable. 

 

(e) Each reinsurance agreement must include a representation by the assuming insurer that it 

is not presently participating in any solvent scheme of arrangement which involves this 

state’s ceding insurers, and agrees to notify the ceding insurer and the commissioner and 

to provide security in an amount equal to one hundred percent (100%) of liabilities 

attributable to the ceding insurer consistent with the terms of the scheme should the 

assuming reinsurer enter into such an arrangement. 

 

(f) The assuming insurer must agree in writing to meet the applicable information filing 

requirements as set forth in Paragraph (5) of this subsection. 

  

(5) The assuming insurer or its legal predecessor or successor, where applicable, must provide the 

following documentation to the commissioner: 

 

(a) For the two years preceding entry into the reinsurance agreement and on an annual basis 

thereafter, the assuming reinsurer’s annual audited financial statements, in accordance 

with the applicable law of the territory of its head office or domiciliary jurisdiction, as 

applicable, including the external audit report;  

 

(b) For the two years preceding entry into the reinsurance agreement, the solvency and 

financial condition report or actuarial opinion, if filed with the assuming reinsurer’s 

supervisor;  

 

(c) Prior to entry into the reinsurance agreement and not more than semi-annually thereafter, 

an updated list of all disputed and overdue reinsurance claims outstanding for 90 days or 

more, regarding reinsurance assumed from ceding insurers from this state; and 

 

(d) Prior to entry into the reinsurance agreement and not more than semi-annually thereafter, 

information regarding the assuming reinsurer’s assumed reinsurance by ceding company, 

ceded reinsurance by the assuming reinsurer, and reinsurance recoverable on paid and 

unpaid losses by the assuming reinsurer to allow for the evaluation of the criteria set forth 

in Paragraph (6) of this subsection. 

 

(6) The assuming insurer must maintain a practice of prompt payment of claims under reinsurance 

agreements. The lack of prompt payment will be evidenced if any of the following criteria is met:  

 

(a) More than fifteen percent (15%) of the reinsurance recoverables from the assuming 

insurer are overdue and in dispute as reported to the commissioner or other supervisor of 

the assuming insurer;  

 

(b) More than fifteen percent (15%) of the assuming reinsurer’s ceding insurers or reinsurers 

have overdue reinsurance recoverable on paid losses of 90 days or more which are not in 

dispute and which exceed for each ceding insurer $100,000, or its equivalent calculated 

by reference to foreign currency exchange rates compiled from key data contributors and 

established as of the preceding December 31; or  

 

(c) The aggregate amount of reinsurance recoverable on paid losses which are not in dispute, 

but are overdue by 90 days or more, exceeds $50,000,000, or its equivalent calculated by 

reference to foreign currency exchange rates compiled from key data contributors and 

established as of the preceding December 31.   
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(7) The assuming insurer’s supervisory authority must confirm to the commissioner on an annual 

basis that the assuming reinsurer complies with the requirements set forth in Paragraphs (2) and 

(3) of this subsection. 

 

(8) The assuming insurer must satisfy any other requirements for recognition deemed relevant by the 

commissioner. Nothing in this provision precludes an assuming insurer from providing the 

commissioner with information on a voluntary basis. To the extent that information or agreement 

is not required by a treaty or international agreement referred to in [cite state law equivalent of 

Section 2F(1)(a)(i) of the Credit for Reinsurance Model Law], the failure to satisfy such other 

requirements will not alter the ability of the ceding insurer to take credit for such reinsurance.   

 

D. The commissioner shall create and publish a list of Reciprocal Jurisdictions.  

 

(1) A list of Reciprocal Jurisdictions shall be published through the NAIC Committee Process. The 

commissioner shall consider this list in determining Reciprocal Jurisdictions, and the 

commissioner has the discretion to defer to this list. The commissioner may approve a jurisdiction 

that does not appear on the list of Reciprocal Jurisdictions as provided by applicable law, 

regulation, or in accordance with criteria published through the NAIC Committee Process. 

 

(2) The commissioner may remove a jurisdiction from the list of Reciprocal Jurisdictions upon a 

determination that the jurisdiction no longer meets one or more of the requirements of a 

Reciprocal Jurisdiction, as provided by applicable law, regulation, or in accordance with a process 

published through the NAIC Committee Process. Upon removal of a Reciprocal Jurisdiction from 

this list credit for reinsurance ceded to an assuming insurer domiciled in that jurisdiction shall be 

allowed, if otherwise allowed pursuant to [cite to state law equivalent of Credit for Reinsurance 

Model Law].  

 

Drafting Note: It is anticipated that the NAIC will develop criteria and a process with respect to Reciprocal Jurisdictions that 

is similar to the NAIC Process for Developing and Maintaining the NAIC List of Qualified Jurisdictions. The NAIC and the 

states intend to communicate and coordinate with the U.S. Department of Treasury and United States Trade Representative 

and other relevant federal authorities with respect to the evaluation of Reciprocal Jurisdictions, as appropriate. 

 

E. The commissioner shall create and publish a list of assuming insurers that have satisfied the conditions set 

forth in this section and to which cessions shall be granted credit in accordance with this section.  

 

(1) If an NAIC accredited jurisdiction has determined that the conditions set forth in Subsection C 

have been met, the commissioner has the discretion to defer to that jurisdiction’s determination, 

and add such assuming insurer to the list of assuming insurers to which cessions shall be granted 

credit in accordance with this subsection. 

 

(2) When requesting that the commissioner defer to another NAIC accredited jurisdiction’s 

determination, an assuming insurer must submit a properly executed Form RJ-1 and additional 

information as the commissioner may require. A state that has received such a request will notify 

other states through the NAIC Committee Process and provide relevant information with respect 

to the determination of eligibility. 

 

F. If the commissioner determines that an assuming insurer no longer meets one or more of the requirements 

under this section, the commissioner may revoke or suspend the eligibility of the assuming insurer for 

recognition under this section. If an assuming reinsurer no longer satisfies one of the requirements under 

this section, the commissioner may require the assuming reinsurer to post security in accordance with 

Section 10, or adopt any similar requirement that will have substantially the same regulatory impact as 

security, in order for the commissioner to allow credit for reinsurance ceded by a domestic insurer to an 

assuming reinsurer. Before denying statement credit or imposing a requirement to post security or adopting 

any similar requirement that will have substantially the same regulatory impact as security, the 

commissioner shall: 

 

(1) Communicate with the ceding insurer, the assuming reinsurer, and the assuming reinsurer’s 

supervisory authority that the assuming reinsurer no longer satisfies one of the conditions listed in 

Subsection C of this section; 
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(2) Provide the assuming reinsurer with 30 days from the initial communication to submit a plan to 

remedy the defect, and 90 days from the initial communication to remedy the defect, except in 

exceptional circumstances in which a shorter period is necessary for policyholder and other 

consumer protection;  

 

(3) After the expiration of 90 days or less, as set out in (2), if the commissioner determines that no or 

insufficient action was taken by the assuming reinsurer, the commissioner may impose any of the 

requirements as set out in this Subsection; and  

 

(4) Provide a written explanation to the assuming reinsurer of any of the requirements set out in this 

Subsection. 

 

Section 910. Credit for Reinsurance Required by Law 
 

Pursuant to Section [cite state law equivalent of Section 2F of the Credit for Reinsurance Model Law], the commissioner 

shall allow credit for reinsurance ceded by a domestic insurer to an assuming insurer not meeting the requirements of Section 

[cite state law equivalent of Sections 2A, B, C, D, E or other appropriate section of the of the Credit for Reinsurance Model 

Law] but only as to the insurance of risks located in jurisdictions where the reinsurance is required by the applicable law or 

regulation of that jurisdiction. As used in this section, “jurisdiction” means state, district or territory of the United States and 

any lawful national government.  

 
Drafting Note: Examples of assuming insurers for which credit may be allowed under this section include state owned or controlled insurance or 
reinsurance companies or ceding company participation in pools, guaranty associations or residual market mechanisms required by statute, regulation or 

administrative order.  

 

Section 1011.  Asset or Reduction from Liability for Reinsurance Ceded to an Unauthorized Assuming Insurer not 

Meeting the Requirements of Sections 4 through 9 
 

A. Pursuant to Section [cite state law equivalent of Section 3 of the Credit for Reinsurance Model Law], the 

commissioner shall allow a reduction from liability for reinsurance ceded by a domestic insurer to an 

assuming insurer not meeting the requirements of Section [cite state law equivalent of Section 2 or other 

appropriate section of the Credit for Reinsurance Model Law] in an amount not exceeding the liabilities 

carried by the ceding insurer. The reduction shall be in the amount of funds held by or on behalf of the 

ceding insurer, including funds held in trust for the exclusive benefit of the ceding insurer, under a 

reinsurance contract with such assuming insurer as security for the payment of obligations under the 

reinsurance contract. The security shall be held in the United States subject to withdrawal solely by, and 

under the exclusive control of, the ceding insurer or, in the case of a trust, held in a qualified United States 

financial institution as defined in Section [cite state law equivalent of Section 4B of the Credit for 

Reinsurance Model Law]. This security may be in the form of any of the following: 

 

(1) Cash; 

 

(2) Securities listed by the Securities Valuation Office of the NAIC, including those deemed exempt 

from filing as defined by the Purposes and Procedures Manual of the Securities Valuation Office, 

and qualifying as admitted assets; 

 

(3) Clean, irrevocable, unconditional and “evergreen” letters of credit issued or confirmed by a 

qualified United States institution, as defined in Section [cite state law equivalent of Section 4A of 

the Credit for Reinsurance Model Law], effective no later than December 31 of the year for which 

filing is being made, and in the possession of, or in trust for, the ceding insurer on or before the 

filing date of its annual statement. Letters of credit meeting applicable standards of issuer 

acceptability as of the dates of their issuance (or confirmation) shall, notwithstanding the issuing 

(or confirming) institution’s subsequent failure to meet applicable standards of issuer 

acceptability, continue to be acceptable as security until their expiration, extension, renewal, 

modification or amendment, whichever first occurs; or 

 

(4) Any other form of security acceptable to the commissioner. 
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B. An admitted asset or a reduction from liability for reinsurance ceded to an unauthorized assuming insurer 

pursuant to this section shall be allowed only when the requirements of Section 14 and the applicable 

portions of Sections 11, 12 or 13 of this regulation have been satisfied. 

 

Section 1112. Trust Agreements Qualified under Section 10 
 

A. As used in this section: 

 

(1) “Beneficiary” means the entity for whose sole benefit the trust has been established and any 

successor of the beneficiary by operation of law. If a court of law appoints a successor in interest 

to the named beneficiary, then the named beneficiary includes and is limited to the court appointed 

domiciliary receiver (including conservator, rehabilitator or liquidator). 

 
Drafting Note: The NAIC has adopted the above definition as part of the “Uniform Letter of Credit.” However, the state may choose to utilize the following 

definition: “Beneficiary” includes any successor by operation of law of the named beneficiary, including without limitation any liquidator, rehabilitator, 

receiver or conservator. 

 

(2) “Grantor” means the entity that has established a trust for the sole benefit of the beneficiary. When 

established in conjunction with a reinsurance agreement, the grantor is the unlicensed, 

unaccredited assuming insurer. 

 

(3) “Obligations,” as used Subsection B(11) of this section means: 

 

(a) Reinsured losses and allocated loss expenses paid by the ceding company, but not 

recovered from the assuming insurer; 

 

(b) Reserves for reinsured losses reported and outstanding; 

 

(c) Reserves for reinsured losses incurred but not reported; and 

 

(d) Reserves for allocated reinsured loss expenses and unearned premiums. 

 

B. Required conditions. 

 

(1) The trust agreement shall be entered into between the beneficiary, the grantor and a trustee, which 

shall be a qualified United States financial institution as defined in Section [insert citation to state 

law equivalent to Section 4B of the Credit for Reinsurance Model Law]. 

 

(2) The trust agreement shall create a trust account into which assets shall be deposited. 

 

(3) All assets in the trust account shall be held by the trustee at the trustee’s office in the United 

States. 

 

(4) The trust agreement shall provide that: 

 

(a) The beneficiary shall have the right to withdraw assets from the trust account at any time, 

without notice to the grantor, subject only to written notice from the beneficiary to the 

trustee; 

 

(b) No other statement or document is required to be presented to withdraw assets, except 

that the beneficiary may be required to acknowledge receipt of withdrawn assets; 

 

(c) It is not subject to any conditions or qualifications outside of the trust agreement; and 

 

(d) It shall not contain references to any other agreements or documents except as provided 

for in Paragraphs (11) and (12) of this subsection. 

 

(5) The trust agreement shall be established for the sole benefit of the beneficiary. 
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(6) The trust agreement shall require the trustee to: 

 

(a) Receive assets and hold all assets in a safe place; 

 

(b) Determine that all assets are in such form that the beneficiary, or the trustee upon 

direction by the beneficiary, may whenever necessary negotiate any such assets, without 

consent or signature from the grantor or any other person or entity; 

 

(c) Furnish to the grantor and the beneficiary a statement of all assets in the trust account 

upon its inception and at intervals no less frequent than the end of each calendar quarter; 

 

(d) Notify the grantor and the beneficiary within ten (10) days, of any deposits to or 

withdrawals from the trust account; 

(e) Upon written demand of the beneficiary, immediately take any and all steps necessary to 

transfer absolutely and unequivocally all right, title and interest in the assets held in the 

trust account to the beneficiary and deliver physical custody of the assets to the 

beneficiary; and 

 

(f) Allow no substitutions or withdrawals of assets from the trust account, except on written 

instructions from the beneficiary, except that the trustee may, without the consent of but 

with notice to the beneficiary, upon call or maturity of any trust asset, withdraw such 

asset upon condition that the proceeds are paid into the trust account. 

 

(7) The trust agreement shall provide that at least thirty (30) days, but not more than forty-five (45) 

days, prior to termination of the trust account, written notification of termination shall be delivered 

by the trustee to the beneficiary. 

 

(8) The trust agreement shall be made subject to and governed by the laws of the state in which the 

trust is domiciled. 

 

(9) The trust agreement shall prohibit invasion of the trust corpus for the purpose of paying 

commission to, or reimbursing the expenses of, the trustee. In order for a letter of credit to qualify 

as an asset of the trust, the trustee shall have the right and the obligation pursuant to the deed of 

trust or some other binding agreement (as duly approved by the commissioner), to immediately 

draw down the full amount of the letter of credit and hold the proceeds in trust for the beneficiaries 

of the trust if the letter of credit will otherwise expire without being renewed or replaced. 

 

(10) The trust agreement shall provide that the trustee shall be liable for its negligence, willful 

misconduct or lack of good faith. The failure of the trustee to draw against the letter of credit in 

circumstances where such draw would be required shall be deemed to be negligence and/or willful 

misconduct. 

 

(11) Notwithstanding other provisions of this regulation, when a trust agreement is established in 

conjunction with a reinsurance agreement covering risks other than life, annuities and accident and 

health, where it is customary practice to provide a trust agreement for a specific purpose, the trust 

agreement may provide that the ceding insurer shall undertake to use and apply amounts drawn 

upon the trust account, without diminution because of the insolvency of the ceding insurer or the 

assuming insurer, only for the following purposes: 

 

(a) To pay or reimburse the ceding insurer for the assuming insurer’s share under the specific 

reinsurance agreement regarding any losses and allocated loss expenses paid by the 

ceding insurer, but not recovered from the assuming insurer, or for unearned premiums 

due to the ceding insurer if not otherwise paid by the assuming insurer; 

 

(b) To make payment to the assuming insurer of any amounts held in the trust account that 

exceed 102 percent of the actual amount required to fund the assuming insurer’s 

obligations under the specific reinsurance agreement; or 
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(c) Where the ceding insurer has received notification of termination of the trust account and 

where the assuming insurer’s entire obligations under the specific reinsurance agreement 

remain unliquidated and undischarged ten (10) days prior to the termination date, to 

withdraw amounts equal to the obligations and deposit those amounts in a separate 

account, in the name of the ceding insurer in any qualified U.S. financial institution as 

defined in Section [insert citation to state law equivalent of Section 4B of the Credit for 

Reinsurance Model Law] apart from its general assets, in trust for such uses and purposes 

specified in Subparagraphs (a) and (b) above as may remain executory after such 

withdrawal and for any period after the termination date. 

 

(12) Notwithstanding other provisions of this regulation, when a trust agreement is established to meet 

the requirements of Section 10 in conjunction with a reinsurance agreement covering life, 

annuities or accident and health risks, where it is customary to provide a trust agreement for a 

specific purpose, the trust agreement may provide that the ceding insurer shall undertake to use 

and apply amounts drawn upon the trust account, without diminution because of the insolvency of 

the ceding insurer or the assuming insurer, only for the following purposes: 

 

(a) To pay or reimburse the ceding insurer for: 

 

(i) The assuming insurer’s share under the specific reinsurance agreement of 

premiums returned, but not yet recovered from the assuming insurer, to the 

owners of policies reinsured under the reinsurance agreement on account of 

cancellations of the policies; and 

 

(ii) The assuming insurer’s share under the specific reinsurance agreement of 

surrenders and benefits or losses paid by the ceding insurer, but not yet 

recovered from the assuming insurer, under the terms and provisions of the 

policies reinsured under the reinsurance agreement; 

 

(b) To pay to the assuming insurer amounts held in the trust account in excess of the amount 

necessary to secure the credit or reduction from liability for reinsurance taken by the 

ceding insurer; or 

 

(c) Where the ceding insurer has received notification of termination of the trust and where 

the assuming insurer’s entire obligations under the specific reinsurance agreement remain 

unliquidated and undischarged ten (10) days prior to the termination date, to withdraw 

amounts equal to the assuming insurer’s share of liabilities, to the extent that the 

liabilities have not yet been funded by the assuming insurer, and deposit those amounts in 

a separate account, in the name of the ceding insurer in any qualified U.S. financial 

institution apart from its general assets, in trust for the uses and purposes specified in 

Subparagraphs (a) and (b) of this paragraph as may remain executory after withdrawal 

and for any period after the termination date. 

 

(13) Either the reinsurance agreement or the trust agreement must stipulate that assets deposited in the 

trust account shall be valued according to their current fair market value and shall consist only of 

cash in United States dollars, certificates of deposit issued by a United States bank and payable in 

United States dollars, and investments permitted by the Insurance Code or any combination of the 

above, provided investments in or issued by an entity controlling, controlled by or under common 

control with either the grantor or the beneficiary of the trust shall not exceed five percent (5%) of 

total investments. The agreement may further specify the types of investments to be deposited. If 

the reinsurance agreement covers life, annuities or accident and health risks, then the provisions 

required by this paragraph must be included in the reinsurance agreement. 

 

C. Permitted conditions. 

 

(1) The trust agreement may provide that the trustee may resign upon delivery of a written notice of 

resignation, effective not less than ninety (90) days after the beneficiary and grantor receive the 

notice and that the trustee may be removed by the grantor by delivery to the trustee and the 

beneficiary of a written notice of removal, effective not less than ninety (90) days after the trustee 
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and the beneficiary receive the notice, provided that no such resignation or removal shall be 

effective until a successor trustee has been duly appointed and approved by the beneficiary and the 

grantor and all assets in the trust have been duly transferred to the new trustee. 

 

(2) The grantor may have the full and unqualified right to vote any shares of stock in the trust account 

and to receive from time to time payments of any dividends or interest upon any shares of stock or 

obligations included in the trust account. Any interest or dividends shall be either forwarded 

promptly upon receipt to the grantor or deposited in a separate account established in the grantor’s 

name. 

 

(3) The trustee may be given authority to invest, and accept substitutions of, any funds in the account, 

provided that no investment or substitution shall be made without prior approval of the 

beneficiary, unless the trust agreement specifies categories of investments acceptable to the 

beneficiary and authorizes the trustee to invest funds and to accept substitutions that the trustee 

determines are at least equal in current fair market value to the assets withdrawn and that are 

consistent with the restrictions in Subsection D(1)(b) of this section. 

 

(4) The trust agreement may provide that the beneficiary may at any time designate a party to which 

all or part of the trust assets are to be transferred. Transfer may be conditioned upon the trustee 

receiving, prior to or simultaneously, other specified assets. 

 

(5) The trust agreement may provide that, upon termination of the trust account, all assets not 

previously withdrawn by the beneficiary shall, with written approval by the beneficiary, be 

delivered over to the grantor. 

 

D. Additional conditions applicable to reinsurance agreements: 

 

(1) A reinsurance agreement may contain provisions that: 

 

(a) Require the assuming insurer to enter into a trust agreement and to establish a trust 

account for the benefit of the ceding insurer, and specifying what the agreement is to 

cover; 

 

 (b) Require the assuming insurer, prior to depositing assets with the trustee, to execute 

assignments or endorsements in blank, or to transfer legal title to the trustee of all shares, 

obligations or any other assets requiring assignments, in order that the ceding insurer, or 

the trustee upon the direction of the ceding insurer, may whenever necessary negotiate 

these assets without consent or signature from the assuming insurer or any other entity; 

(c) Require that all settlements of account between the ceding insurer and the assuming 

insurer be made in cash or its equivalent; and 

 

(d) Stipulate that the assuming insurer and the ceding insurer agree that the assets in the trust 

account, established pursuant to the provisions of the reinsurance agreement, may be 

withdrawn by the ceding insurer at any time, notwithstanding any other provisions in the 

reinsurance agreement, and shall be utilized and applied by the ceding insurer or its 

successors in interest by operation of law, including without limitation any liquidator, 

rehabilitator, receiver or conservator of such company, without diminution because of 

insolvency on the part of the ceding insurer or the assuming insurer, only for the 

following purposes: 

 

(i) To pay or reimburse the ceding insurer for:  

 

 (I) The assuming insurer’s share under the specific reinsurance agreement 

of premiums returned, but not yet recovered from the assuming insurer, 

to the owners of policies reinsured under the reinsurance agreement 

because of cancellations of such policies;  
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 (II) The assuming insurer’s share of surrenders and benefits or losses paid 

by the ceding insurer pursuant to the provisions of the policies 

reinsured under the reinsurance agreement; and 

 

 (III) Any other amounts necessary to secure the credit or reduction from 

liability for reinsurance taken by the ceding insurer; 

 

(ii) To make payment to the assuming insurer of amounts held in the trust account in 

excess of the amount necessary to secure the credit or reduction from liability 

for reinsurance taken by the ceding insurer.  

 

(2) The reinsurance agreement also may contain provisions that: 

 

(a) Give the assuming insurer the right to seek approval from the ceding insurer, which shall 

not be unreasonably or arbitrarily withheld, to withdraw from the trust account all or any 

part of the trust assets and transfer those assets to the assuming insurer, provided: 

 

(i) The assuming insurer shall, at the time of withdrawal, replace the withdrawn 

assets with other qualified assets having a current fair market value equal to the 

market value of the assets withdrawn so as to maintain at all times the deposit in 

the required amount; or 

 

(ii) After withdrawal and transfer, the current fair market value of the trust account 

is no less than 102 percent of the required amount. 

 

(b) Provide for the return of any amount withdrawn in excess of the actual amounts required 

for Paragraph (1)(d) of this subsection, and for interest payments at a rate not in excess of 

the prime rate of interest on such amounts; 

 

(c) Permit the award by any arbitration panel or court of competent jurisdiction of: 

 

(i) Interest at a rate different from that provided in Subparagraph (b) of this 

paragraph; 

 

(ii) Court or arbitration costs; 

 

(iii) Attorney’s fees; and 

 

(iv) Any other reasonable expenses. 

 

E. Financial reporting. A trust agreement may be used to reduce any liability for reinsurance ceded to an 

unauthorized assuming insurer in financial statements required to be filed with this department in 

compliance with the provisions of this regulation when established on or before the date of filing of the 

financial statement of the ceding insurer. Further, the reduction for the existence of an acceptable trust 

account may be up to the current fair market value of acceptable assets available to be withdrawn from the 

trust account at that time, but such reduction shall be no greater than the specific obligations under the 

reinsurance agreement that the trust account was established to secure. 

 

F. Existing agreements. Notwithstanding the effective date of this regulation, any trust agreement or 

underlying reinsurance agreement in existence prior to [insert date] will continue to be acceptable until 

[insert date], at which time the agreements will have to fully comply with this regulation for the trust 

agreement to be acceptable. 

 

G. The failure of any trust agreement to specifically identify the beneficiary as defined in Subsection A of this 

section shall not be construed to affect any actions or rights that the commissioner may take or possess 

pursuant to the provisions of the laws of this state. 
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Section 1213. Letters of Credit Qualified under Section 10 
 

A. The letter of credit must be clean, irrevocable, unconditional and issued or confirmed by a qualified United 

States financial institution as defined in Section [insert citation to state law equivalent of Section 4A of the 

Credit for Reinsurance Model Law]. The letter of credit shall contain an issue date and expiration date and 

shall stipulate that the beneficiary need only draw a sight draft under the letter of credit and present it to 

obtain funds and that no other document need be presented. The letter of credit also shall indicate that it is 

not subject to any condition or qualifications outside of the letter of credit. In addition, the letter of credit 

itself shall not contain reference to any other agreements, documents or entities, except as provided in 

Subsection H(1) of Section 12. As used in this section, “beneficiary” means the domestic insurer for whose 

benefit the letter of credit has been established and any successor of the beneficiary by operation of law. If 

a court of law appoints a successor in interest to the named beneficiary, then the named beneficiary 

includes and is limited to the court appointed domiciliary receiver (including conservator, rehabilitator or 

liquidator). 
 

Drafting Note: The NAIC has adopted the above definition as part of the “Uniform Letter of Credit.” However, the state may choose to utilize the following 
definition: “Beneficiary” includes any successor by operation of law of the named beneficiary, including without limitation any liquidator, rehabilitator, 

receiver or conservator. 

 

B. The heading of the letter of credit may include a boxed section containing the name of the applicant and 

other appropriate notations to provide a reference for the letter of credit. The boxed section shall be clearly 

marked to indicate that such information is for internal identification purposes only.  

 

C. The letter of credit shall contain a statement to the effect that the obligation of the qualified United States 

financial institution under the letter of credit is in no way contingent upon reimbursement with respect 

thereto. 

 

D. The term of the letter of credit shall be for at least one year and shall contain an “evergreen clause” that 

prevents the expiration of the letter of credit without due notice from the issuer. The “evergreen clause” 

shall provide for a period of no less than thirty (30) days notice prior to expiration date or nonrenewal. 

 

E. The letter of credit shall state whether it is subject to and governed by the laws of this state or the Uniform 

Customs and Practice for Documentary Credits of the International Chamber of Commerce Publication 600 

(UCP 600) or International Standby Practices of the International Chamber of Commerce Publication 590 

(ISP98), or any successor publication, and all drafts drawn thereunder shall be presentable at an office in 

the United States of a qualified United States financial institution. 

 

F. If the letter of credit is made subject to the Uniform Customs and Practice for Documentary Credits of the 

International Chamber of Commerce Publication 600 (UCP 600) or International Standby Practices of the 

International Chamber of Commerce Publication 590 (ISP98), or any successor publication, then the letter 

of credit shall specifically address and provide for an extension of time to draw against the letter of credit in 

the event that one or more of the occurrences specified in Article 36 of Publication 600 or any other 

successor publication, occur. 

G. If the letter of credit is issued by a financial institution authorized to issue letters of credit, other than a 

qualified United States financial institution as described in Subsection A of this section, then the following 

additional requirements shall be met: 

 

(1) The issuing financial institution shall formally designate the confirming qualified United States 

financial institution as its agent for the receipt and payment of the drafts; and 

 

(2) The “evergreen clause” shall provide for thirty (30) days notice prior to expiration date for 

nonrenewal. 
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H. Reinsurance agreement provisions. 

 

(1) The reinsurance agreement in conjunction with which the letter of credit is obtained may contain 

provisions that: 

 

(a) Require the assuming insurer to provide letters of credit to the ceding insurer and specify 

what they are to cover; 

 

(b) Stipulate that the assuming insurer and ceding insurer agree that the letter of credit 

provided by the assuming insurer pursuant to the provisions of the reinsurance agreement 

may be drawn upon at any time, notwithstanding any other provisions in the agreement, 

and shall be utilized by the ceding insurer or its successors in interest only for one or 

more of the following reasons: 

 

(i) To pay or reimburse the ceding insurer for: 

 

 (I) The assuming insurer’s share under the specific reinsurance agreement 

of premiums returned, but not yet recovered from the assuming 

insurers, to the owners of policies reinsured under the reinsurance 

agreement on account of cancellations of such policies;  

 

(II) The assuming insurer’s share, under the specific reinsurance 

agreement, of surrenders and benefits or losses paid by the ceding 

insurer, but not yet recovered from the assuming insurers, under the 

terms and provisions of the policies reinsured under the reinsurance 

agreement; and 

 

 (III) Any other amounts necessary to secure the credit or reduction from 

liability for reinsurance taken by the ceding insurer; 

 

(ii) Where the letter of credit will expire without renewal or be reduced or replaced 

by a letter of credit for a reduced amount and where the assuming insurer’s 

entire obligations under the reinsurance agreement remain unliquidated and 

undischarged ten (10) days prior to the termination date, to withdraw amounts 

equal to the assuming insurer’s share of the liabilities, to the extent that the 

liabilities have not yet been funded by the assuming insurer and exceed the 

amount of any reduced or replacement letter of credit, and deposit those 

amounts in a separate account in the name of the ceding insurer in a qualified 

U.S. financial institution apart from its general assets, in trust for such uses and 

purposes specified in Subsection H(1)(b)(i) of this section as may remain after 

withdrawal and for any period after the termination date. 

 

(c) All of the provisions of Paragraph (1) of this subsection shall be applied without 

diminution because of insolvency on the part of the ceding insurer or assuming insurer. 

 

(2) Nothing contained Paragraph (1) of this subsection shall preclude the ceding insurer and assuming 

insurer from providing for: 

 

(a) An interest payment, at a rate not in excess of the prime rate of interest, on the amounts 

held pursuant to Subparagraph (1)(b) of this subsection; or 

 

(b) The return of any amounts drawn down on the letters of credit in excess of the actual 

amounts required for the above or any amounts that are subsequently determined not to 

be due. 
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Section 1314. Other Security 
 

A ceding insurer may take credit for unencumbered funds withheld by the ceding insurer in the United States subject to 

withdrawal solely by the ceding insurer and under its exclusive control. 

 

Section 1415. Reinsurance Contract 
 

Credit will not be granted, nor an asset or reduction from liability allowed, to a ceding insurer for reinsurance effected with 

assuming insurers meeting the requirements of Sections 4, 5, 6, 7, 8 or 10 of this regulation or otherwise in compliance with 

Section [cite state law equivalent of Section 2 of the Credit for Reinsurance Model Law] after the adoption of this regulation 

unless the reinsurance agreement: 

 

A. Includes a proper insolvency clause, which stipulates that reinsurance is payable directly to the liquidator or 

successor without diminution regardless of the status of the ceding company, pursuant to Section [insert 

appropriate number] of the Insurance Code; 

 

B. Includes a provision pursuant to Section [cite state law equivalent to Section 2 of the Credit for 

Reinsurance Model Law] whereby the assuming insurer, if an unauthorized assuming insurer, has 

submitted to the jurisdiction of an alternative dispute resolution panel or court of competent jurisdiction 

within the United States, has agreed to comply with all requirements necessary to give the court or panel 

jurisdiction, has designated an agent upon whom service of process may be effected, and has agreed to 

abide by the final decision of the court or panel; and 

 

C. Includes a proper reinsurance intermediary clause, if applicable, which stipulates that the credit risk for the 

intermediary is carried by the assuming insurer. 
 

Drafting Note: It is recognized that credit for reinsurance may be affected by other sections of the adopting state’s code, e.g., the statutory insolvency or 
intermediary clauses. It is recommended that states that have statutory insolvency or intermediary clauses consider incorporating those clauses into this 

regulation. 

 

Section 1516. Contracts Affected 
 

All new and renewal reinsurance transactions entered into after [insert date] shall conform to the requirements of the Act and 

this regulation if credit is to be given to the ceding insurer for such reinsurance. 

 
______________________________ 

 
Chronological Summary of Actions (all references are to the Proceedings of the NAIC). 
 
1991 Proc. I 9, 18, 908,926-927, 930-939 (adopted). 
1996 Proc. 3rd Quarter 9, 41, 1109, 1111, 1112-1125 (amended and reprinted). 
2001 Proc. 1st Quarter 17, 738, 862, 863-872 (amended). 
2006 Proc. 2nd Quarter 40, 91-93 (amended). 
2011 Proc. 3rd Quarter Vol. I 113-114, 126, 131-137, 237-288, 300-339 (amended). 

2013 (editorial revisions). 
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FORM AR-1 

 

CERTIFICATE OF ASSUMING INSURER 

 
I, _____________________________________________, ______________________________________________________ 

   (name of officer)       (title of officer) 

 

of _________________________________________________________________________, the assuming insurer   

 (name of assuming insurer) 

 

under a reinsurance agreement with one or more insurers domiciled in  

 

_____________________________________________________________________________, hereby certify that    

 (name of state) 

 

_________________________________________________________________________(“Assuming Insurer”): 

    (name of assuming insurer) 

 

1. Submits to the jurisdiction of any court of competent jurisdiction in_______________________________________  

         (ceding insurer’s state of domicile) 

 

for the adjudication of any issues arising out of the reinsurance agreement, agrees to comply with all requirements necessary to give such 

court jurisdiction, and will abide by the final decision of such court or any appellate court in the event of an appeal. Nothing in this 

paragraph constitutes or should be understood to constitute a waiver of Assuming Insurer’s rights to commence an action in any court of 

competent jurisdiction in the United States, to remove an action to a United States District Court, or to seek a transfer of a case to another 

court as permitted by the laws of the United States or of any state in the United States. This paragraph is not intended to conflict with or 

override the obligation of the parties to the reinsurance agreement to arbitrate their disputes if such an obligation is created in the 

agreement. 

 

2. Designates the Insurance Commissioner of _______________________________________________________ 

        (ceding insurer’s state of domicile) 

as its lawful attorney upon whom may be served any lawful process in any action, suit or proceeding arising out of the reinsurance 

agreement instituted by or on behalf of the ceding insurer. 

 

3. Submits to the authority of the Insurance Commissioner of __________________________________ to examine  

        (ceding insurer’s state of domicile) 

its books and records and agrees to bear the expense of any such examination. 

 

4. Submits with this form a current list of insurers domiciled in ___________________________________________  

        (ceding insurer’s state of domicile) 

reinsured by Assuming Insurer and undertakes to submit additions to or deletions from the list to the Insurance Commissioner at least once 

per calendar quarter. 

 

 

 

Dated: ___________________________  __________________________________________________ 

         (name of assuming insurer) 

 

      BY: ______________________________________________ 

          (name of officer) 

 

       __________________________________________________ 

          (title of officer) 
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FORM CR-1 

 

CERTIFICATE OF CERTIFIED REINSURER 

 

I, _____________________________________________, _______________________________________________________ 

   (name of officer)       (title of officer) 

 

of _________________________________________________________________________, the assuming insurer 

     (name of assuming insurer) 

 

under a reinsurance agreement with one or more insurers domiciled in _____________________________________,  

in order to be considered for approval in this state, hereby certify that  (name of state) 

 

 ___________________________________________________________________________(“Assuming Insurer”): 

    (name of assuming insurer) 

 

1. Submits to the jurisdiction of any court of competent jurisdiction in ______________________________________ 

         (ceding insurer’s state of domicile) 

for the adjudication of any issues arising out of the reinsurance agreement, agrees to comply with all requirements necessary to give such 

court jurisdiction, and will abide by the final decision of such court or any appellate court in the event of an appeal. Nothing in this 

paragraph constitutes or should be understood to constitute a waiver of Assuming Insurer’s rights to commence an action in any court of 

competent jurisdiction in the United States, to remove an action to a United States District Court, or to seek a transfer of a case to another 

court as permitted by the laws of the United States or of any state in the United States. This paragraph is not intended to conflict with or 

override the obligation of the parties to the reinsurance agreement to arbitrate their disputes if such an obligation is created in the 

agreement. 

 

2. Designates the Insurance Commissioner of _______________________________________________________ 

        (ceding insurer’s state of domicile) 

as its lawful attorney upon whom may be served any lawful process in any action, suit or proceeding arising out of the reinsurance 

agreement instituted by or on behalf of the ceding insurer. 

 

3. Agrees to provide security in an amount equal to 100% of liabilities attributable to U.S. ceding insurers if it resists enforcement of a final 

U.S. judgment or properly enforceable arbitration award. 

 

4. Agrees to provide notification within 10 days of any regulatory actions taken against it, any change in the provisions of its domiciliary 

license or any change in its rating by an approved rating agency, including a statement describing such changes and the reasons therefore. 

 

5. Agrees to annually file information comparable to relevant provisions of the NAIC financial statement for use by insurance markets in 

accordance with [cite relevant provision of the state equivalent of the Credit for Reinsurance Model Regulation]. 

 

6. Agrees to annually file the report of the independent auditor on the financial statements of the insurance enterprise.  

 

7. Agrees to annually file audited financial statements, regulatory filings, and actuarial opinion in accordance with [cite relevant provision 

of the state equivalent of the Credit for Reinsurance Model Regulation].  

 

8. Agrees to annually file an updated list of all disputed and overdue reinsurance claims regarding reinsurance assumed from U.S. domestic 

ceding insurers. 

 

9. Is in good standing as an insurer or reinsurer with the supervisor of its domiciliary jurisdiction. 

 

Dated: ___________________________  __________________________________________________ 

         (name of assuming insurer) 

 

      BY: ______________________________________________ 

        (name of officer) 

 

       _________________________________________________ 

(title of officer) 
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FORM RJ-1 

 

CERTIFICATE OF REINSURER DOMICILED IN RECIPROCAL JURISDICTION 

 

I, _____________________________________________, _______________________________________________________ 

   (name of officer)       (title of officer) 

 

of _________________________________________________________________________, the assuming insurer 

     (name of assuming insurer) 

 

under a reinsurance agreement with one or more insurers domiciled in _____________________________________,  

        (name of state) 

 

in order to be considered for approval in this state, hereby certify that _________________________________________________ 

(“Assuming Insurer”):         (name of assuming insurer) 

 

 

1. Submits to the jurisdiction of any court of competent jurisdiction in [Name of State] for the adjudication of any issues arising out 

of the reinsurance agreement, agrees to comply with all requirements necessary to give such court jurisdiction, and will abide by 

the final decision of such court or any appellate court in the event of an appeal. Nothing in this paragraph constitutes or should be 

understood to constitute a waiver of assuming reinsurer’s rights to commence an action in any court of competent jurisdiction in 

the United States, to remove an action to a United States District Court, or to seek a transfer of a case to another court as 

permitted by the laws of the United States or of any state in the United States. This paragraph is not intended to conflict with or 

override the obligation of the parties to the reinsurance agreement to arbitrate their disputes if such an obligation is created in the 

agreement. 

 

2. Designates the Insurance Commissioner of [Name of State] as its lawful attorney in and for the [Name of State] upon whom may 

be served any lawful process in any action, suit or proceeding in this state arising out of the reinsurance agreement instituted by 

or on behalf of the ceding insurer.  

 

3. Agrees to pay all final judgments, wherever enforcement is sought, obtained by a ceding insurer, that have been declared 

enforceable in the territory where the judgment was obtained.  

 

4. Agrees to provide prompt written notice and explanation if it falls below the minimum capital and surplus or capital or surplus 

ratio, or if any regulatory action is taken against it for serious noncompliance with applicable law. 

 

5. Confirms that it is not presently participating in any solvent scheme of arrangement, which involves insurers domiciled in [Name 

of State].  If the assuming reinsurer enters into such an arrangement, the assuming reinsurer agrees to notify the ceding insurer 

and the commissioner, and to provide security in an amount equal to 100% of liabilities attributable to the ceding insurer 

consistent with the terms of the scheme. 

 

6. Agrees that it in each reinsurance agreement that it will provide security in an amount equal to 100% of the assuming reinsurer’s 

liabilities attributable to reinsurance ceded pursuant to that agreement if the assuming resists enforcement of a final U.S. 

judgment, that is enforceable under the law of the territory in which it was obtained, or a properly enforceable arbitration award 

whether obtained by the ceding insurer or by its resolution estate, if applicable. 

 

7. Agrees to provide the documentation in accordance with [cite relevant provision of the state equivalent of Section 9C(5) of the 

Credit for Reinsurance Model Regulation]. 

 

Dated: ___________________________  __________________________________________________ 

         (name of assuming insurer) 

 

      BY: ______________________________________________ 

        (name of officer) 

 

       _________________________________________________ 

(title of officer) 
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  Form CR-F – PART 1 

Assumed Reinsurance as of December 31, Current Year (000 Omitted) 
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Allstate Insurance Company 
3075 Sanders Road 

Northbrook, Illinois 60062 

July 23, 2018 

Messrs. Schelp and Stultz 
Reinsurance Task Force 
National Association of Insurance Commissioners 
1100 Walnut Street, Suite 1500 
Kansas City, MO 64106-2197 

Re:   Reinsurance (E) Task Force proposed revisions to the Credit for Reinsurance Model Law (#785) 
and the Credit for Reinsurance Model Regulation (#786), to incorporate relevant provisions of 
the Bilateral Agreement Between the United States of America and the European Union on Prudential 
Measures Regarding Insurance and Reinsurance (“Bilateral Agreement”) 

VIA EMAIL:  jstultz@naic.org  dschelp@naic.org 

Dear Messrs. Schelp and Stultz: 

Allstate Insurance Company (“Allstate”) appreciates the opportunity to comment on proposed revisions 
to #785 Credit for Reinsurance Model Law and #786 Credit for Reinsurance Model Regulation. As one of 
the world’s largest purchasers of catastrophe reinsurance, Allstate is keenly interested in working with 
regulators and policymakers to ensure laws and regulations that are modified as a result of the Bilateral 
Agreement serve the interests of both policyholders and ceding companies.  We commend the task 
force for the swiftness and completeness of their thoughtful work on the proposals.   

Allstate’s comments are limited to the proposed revisions to #785, Credit for Reinsurance Model Law, 
new subsection F, paragraph (7). 

As proposed: 

7. This subsection shall apply only to reinsurance agreements entered into, amended, or renewed
on or after the [date of adoption of model revisions], and only with respect to losses incurred
and reserves reported from and after the later of (i) the [date of adoption], or (ii) the effective
date of such new reinsurance agreement, amendment, or renewal.  This subsection shall not
apply to reinsurance agreements entered into before the subsection’s application, or to losses
incurred or to reserves posted before the subsection’s application.

Allstate’s recommended modifications: 

7. This subsection shall apply only to reinsurance agreements entered into, amended, or renewed
on or after the [date of adoption of model revisions], and only with respect to losses
occurrencesincurred and reserves reported from and after the later of (i) the [date of adoption],
or (ii) the effective date of such new reinsurance agreement, amendment, or renewal.  This
subsection shall not apply to reinsurance agreements entered into before the subsection’s
application, or to losses occurrencesincurred or to reserves posted before the subsection’s
application.
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The first recommended change is to remove reinsurance amendments as a trigger for application of the 
entire subsection F which is being added to incorporate relevant provisions of the Bilateral Agreement. 
Amendments are often not significant and may not involve renegotiation or repricing of the contract. 
For example, an amendment can result from a name change (but not entity change) of one of the 
parties referred to in the contract. 

The second recommendation is to use the words “loss occurrences” in place of “losses incurred” in the 
paragraph.  “Losses incurred” could unintentionally exclude, or not definitively include, incurred but not 
reported losses.  We believe the intent is to capture all losses that have occurred from and subsequent 
to the later of the timeframes referenced in the paragraph.  “Loss occurrences” is broad and would 
include all claim obligations from covered events whereas “losses incurred” is often used as accounting 
recognition terminology.  

Allstate looks forward to continuing to work with you on reinsurance proposals directly or indirectly 
resulting from incorporating the relevant provisions of the Bilateral Agreement into the existing NAIC 
framework. 

Kevin Spataro 
Senior Vice President, Corporate Accounting Research 
Ph:  847-402-0929 

Copies to:    DiAnn Behrens
Corporate Accounting Research 

Robert L. Zeman 
     Corporate Counsel  
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American Council of Life Insurers 

101 Constitution Avenue, NW, Washington, DC  20001-2133 

www.acli.com 

July 23, 2018 

Superintendent Maria T. Vullo 

New York State Department of Financial Services 

Chairwoman, NAIC Reinsurance (E) Task Force 

Via email to jstultz@naic.org and dschelp@naic.org 

Re: Proposed Revisions to the Credit for Reinsurance Model Law (#785) and Regulation (#786) 

Dear Superintendent Vullo: 

The American Council of Life Insurers (ACLI) advocates on behalf of approximately 290 member 

companies dedicated to providing products and services that contribute to consumers’ financial and 

retirement security.  ACLI members represent 95 percent of industry assets, 93 percent of life insurance 

premiums, and 98 percent of annuity considerations in the United States.  75 million families depend on 

our members’ life insurance, annuities, retirement plans, long-term care insurance, disability income 

insurance and reinsurance products.  Taking into account additional products including dental, vision 

and other supplemental benefits, ACLI members provide financial protection to 90 million American 

families. 

ACLI Generally Supports:  We appreciate the opportunity to comment on the proposed revisions to 

the Credit for Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation (#786). 

With the two exceptions noted below, ACLI generally supports the proposed revisions.  We also 

acknowledge and appreciate the timeliness of the proposed revisions, and we pledge our assistance in 

maintaining that timeliness in NAIC’s process and in states’ legislatures. 

ACLI Encourages Two Substantive Adjustments:  The draft revisions to the Credit for Reinsurance Model 

Law (#785) and the Credit for Reinsurance Model Regulation (#786) (CFR Models) are intended to 

incorporate relevant provisions of the Bilateral Agreement Between the United States of America and 

the European Union on Prudential Measures Regarding Insurance and Reinsurance (U.S.-EU Covered 

Agreement).   We understand that they are also intended to accord similar treatment to similarly 

qualified reinsurers headquartered in countries that NAIC endorses as a “Reciprocal Jurisdiction.”  We 

endorse and support those intentions. 

We have two substantive concerns with the draft revisions. 

• Reinsurers headquartered in non-EU Reciprocal Jurisdictions and meeting the U.S-EU Covered

Agreement’s standards should be subject to requirements identical to those that EU reinsurers must

meet.  The draft revisions propose unequal treatment for EU and non-EU reinsurers.  We do not

support that unequal treatment.   We strongly urge clarifying revisions to accord identical treatment.

• The CFR Model Law (#785) draft subsection F.(5) on any cedant’s insolvency should conform to

Article 3, paragraph 4(k) of the U.S.-EU Covered Agreement, which requires the insolvent cedant’s

representative to seek a court order for any additional collateral.   We strongly recommend revising

subsection F.(5) to read: “The commissioner or the commissioner’s representative may seek from

the court supervising a ceding insurer’s rehabilitation or liquidation an order requiring that the

designated reinsurer post collateral for all the designated reinsurer’s outstanding liabilities to the

ceding insurer.”
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ACLI to Superintendent Vullo 

July 23, 2018 

Substantive Comments 

• Unequal Treatment:  The draft revisions would authorize each commissioner to set requirements

that may be different than those applicable to EU reinsurers and perhaps different than

requirements applied to other non-EU reinsurers from the same Reciprocal Jurisdiction.  This

concerns us, as we believe that all reinsurers headquartered in jurisdictions that NAIC has

determined to be “Reciprocal Jurisdictions” should be subject to identical requirements.   We are

also concerned because the draft revisions are vague on what those different requirements might

be, how they would be determined, or whether they would apply equally to all reinsurers from a given

Reciprocal Jurisdiction.   We are also unclear on how any reinsurer-specific requirements would be

administered in the state-based system.  We would greatly appreciate further conversation on the

following provisions:

o Any other requirements:  Proposed #785 subsection F.(1.)(h) would require any reinsurer to

“satisfy any other requirements deemed relevant by the commissioner.”  Proposed #786

subsection 9.C.(8) would require any reinsurer to “satisfy any other requirements for

recognition deemed relevant by the commissioner.”

o Definition of “Reciprocal Jurisdiction:” Proposed #786 subsection 9.B.(2)(e) confers

discretion on each commissioner to use additional, unspecified factors in determining

whether a country qualifies as a “Reciprocal Jurisdiction.”

o Solvency Ratio:  Proposed #785 subsection F.(1.)(c) would authorize each commissioner to

establish a minimum solvency ratio by regulation.  Proposed #786 subsection 9.C.(3)(d)

would affirm the commissioner’s authority to establish for any non-EU reinsurer any solvency

ratio that the commissioner finds appropriate.  (We note that the provisions are not parallel,

i.e., the proposed #785 provision would allow each state to set by regulation a solvency ratio

standard for each non-EU Reciprocal Jurisdiction, and the proposed #786 provision would

allow each commissioner to establish a separate solvency ratio for each non-EU reinsurer,

without promulgating a regulation.)

o Capital and Surplus.  Proposed #785 subsection F.(1)(b) would authorize each commissioner

to establish by regulation a capital and surplus requirement for each non-EU Reciprocal

Jurisdiction.  Presumably the expectation is that proposed #786 subsection 9.C.(2) would

establish USD $250,000,000 as the current minimum for all reinsurers headquartered in

Reciprocal Jurisdictions.  We would appreciate confirmation that is the intention.

• Cedant’s Insolvency:  Proposed #785 subsection F.(5) on any cedant’s insolvency should conform to

Article 3, paragraph 4(k) of the U.S.-EU Covered Agreement, which requires that the insolvent

cedant’s representative seek a court order for any additional collateral.   We strongly recommend

revising subsection F.(5) to read: “The commissioner or the commissioner’s representative may seek

from the court supervising a ceding insurer’s rehabilitation or liquidation an order requiring that the

designated reinsurer post collateral for all the designated reinsurer’s outstanding liabilities to the

ceding insurer.”  We cannot support the subsection as currently drafted.

• Reciprocal Jurisdiction:  We are very interested in further discussion about how NAIC will determine

whether a non-EU jurisdiction is a Reciprocal Jurisdiction.  First, we would appreciate information on

what additional factors might be considered under proposed #786 subsection 9.B.(2)(e). Second,

both proposed #786 subsections 9.B.(2)(c) and (d) would require a non-EU jurisdiction to

demonstrate that it has certain authority “through statute, regulation, or the equivalent….”   We 

respectfully request further discussion on what is expected and how the provisions would operate in 
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ACLI to Superintendent Vullo 

July 23, 2018 

practice.  Finally, we ask that NAIC establish standards for deaccessioning a jurisdiction previously 

determined to be ‘reciprocal,’ as well as explain its potential effects on assuming and ceding 

insurers. 

• Effective date: We strongly support the first sentence of proposed #785 draft subsection F.(7), as

consistent with the U.S-EU Covered Agreement.  We recommend deleting the second sentence, as

inconsistent with it and confusing.   We also recommend conforming current #786 subsection 8.A.(5)

to the language in the U.S.-EU Covered Agreement, for clarity and consistency.

• Annual Notification:  Proposed #785 subsection F.1.(g) is inconsistent with the U.S.-EU Covered

Agreement.  It would condition the assuming insurer’s U.S. status on each commissioner receiving,

at a time determined by each commissioner, an annual notification that the assuming insurer meets

the stipulated capital and solvency ratio standards.  We support the annual notification, which

conforms to Article 3, paragraph (l) of the U.S.-EU Covered Agreement.  We do not support

conditioning the assuming insurer’s status on the timing of that notification.  We recommend

deleting the phrase “at a time determined by the commissioner.”

Editorial Comments 

#785 Draft Revisions 

• In subsection F.(1)(d)(i), we recommend replacing the phrase “subparagraphs (b) and (c)” with the

phrase “subparagraphs (b) or (c).”  This change would require the assuming insurer to notify the

commissioner if either its capital and surplus falls or its solvency ratio dips below the minimum.

• Subsection F.(1)(d)(i) would require the assuming insurer to notify the commissioner if it has been in

“serious noncompliance” with applicable law.  That appropriately places the burden of notification on

the assuming insurer, and we endorse that.  We’re unclear, however, about the relevance of any

determination by the commissioner.  Absent clarification, we recommend deleting the phrase “as

determined by the commissioner.”

• Subsection F.(4) addresses suspending and revoking the assuming insurer’s status.  It describes the

effect of revoking it but not the effect of suspending it.  Contrast that with current subsection

2.E.(5)(e) of the current Model Law, which states that the term “terminated” refers to revocation,

suspension, voluntary surrender and inactive status.  We would appreciate clarification of proposed

subsection F.(4).

• In subsection F.(4), replace the phrase “require the assuming insurer maintain security” with the

phrase “require the assuming insurer to maintain security.”

#786 Draft Revisions 

• Proposed subsection 9.C.(2)(c) proposes that capital and surplus for non-EU reinsurers be

determined in reliance on exchange rates “compiled from key market contributors….”   We would

appreciate more information on what sources might be used to determine the level of capital and

surplus as well as the exchange rates for non-EU countries.

• In proposed subsection 9.C.(4)(a), we recommend replacing the phrase “subparagraphs (b) and (c)”

with the phrase “subparagraphs (b) or (c).”  This change would require the assuming insurer to notify

the commissioner if either its capital and surplus falls or its solvency ratio dips below the required

minimum.
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ACLI to Superintendent Vullo 

July 23, 2018 

• We recognize that subsection 9.C.(5)(a) uses language from the U.S.-EU Covered Agreement.   We

propose that the introductory phrase might be clarified to read: “For the two years preceding entry

into a reinsurance agreement with a ceding insurer domiciled in this state….” 

Conforming terms within draft revisions to #785 and #786:  We recommend conforming terms used 

throughout the draft amendments.  Currently, various terms refer to the reinsurers (assuming insurer, 

assuming reinsurer) and cedants (ceding insurer, ceding company.) 

We appreciate the Task Force’s work on this important project and the opportunity to engage on these 

draft revisions.   We look forward to working with the Task Force in support of timely adoption of 

revisions to the CFR Models in support of the U.S.-EU Covered Agreement.   

Very truly yours, 

Carolyn Cobb 
Vice President & Chief Counsel, Reinsurance & International Policy 

carolyncobb@acli.com  (202) 624-2340 

Patrick Reeder 
Vice President & Deputy General Counsel 

PatrickReeder@acli.com  (202) 624-2195 

Steve Clayburn 

Senior Actuary, Health Insurance & Reinsurance 

steveclayburn@acli.com  (202) 624-2197 
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555 12th Street NW 

Suite 550 

Washington, DC 20004 

202-828-7100

Fax 202-293-1219 

www.aiadc.org 

BY ELECTRONIC MAIL 

Mr. Jake Stultz 
Senior Accounting Policy Advisor 
National Association of Insurance Commissioners 
1100 Walnut Street 
Kansas City, MO 64016-2197 

Mr. Dan Schelp 
Managing Counsel 
National Association of Insurance Commissioners 
1100 Walnut Street 
Kansas City, MO 64016-2197 

Re: Proposed Amendments to the Credit for Reinsurance Model Law (#785) and the Credit for 
Reinsurance Model Regulation (#786)—Implementation of the EU-U.S. Covered Agreement 

Dear Mr. Stultz and Mr. Schelp: 

The American Insurance Association (“AIA”) thanks you for the opportunity to submit 
comments in response to the Reinsurance (E) Task Force’s proposed amendments to the Credit 
for Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation (#786).1  
The proposed amendments are in response to the Bilateral Agreement between the United States 
and the European Union on Prudential Measures Regarding Insurance and Reinsurance 
(“Covered Agreement”) and its impact on the model law and regulation.    

AIA supports the proposed amendments to the model law and regulation and appreciates the 
efforts of the Task Force in promptly addressing the issues raised by the Covered Agreement. 
AIA’s guiding principle during this process is the zero collateral option available to qualified EU 
reinsurers by the Covered Agreement should be extended to qualified reinsurers domiciled in 
other foreign jurisdictions but only if those jurisdictions provide reciprocal rights to U.S. insurers 
and reinsurers with mutual acknowledgment of prudential supervision.  The goal is to adopt a 
framework that assures U.S. standards on group supervision and capital requirements are 
respected on a mutual basis, and U.S. state regulation of insurers is recognized internationally. 
The critical issue for AIA is to treat all qualified reinsurers domiciled in qualified jurisdictions in 

1 AIA represents approximately 320 insurers that write more than $125 billion in U.S. property-casualty premiums 
each year. Our membership includes U.S. insurers that write insurance only within the U.S., U.S. insurers that write 
insurance inside and outside the U.S., and the U.S. subsidiaries of multi-national insurers. 

Attachment Four 

Page 7 of 71



 

the same manner as reinsurers from EU qualified jurisdictions are treated, so long as the 
jurisdiction accepts and recognizes the U.S. insurance regulatory system and does not impose 
market restrictions on U.S. insurers and reinsurers. 

The Task Force’s proposal creating reciprocal jurisdictions appears to accomplish this goal.  The 
proposed model law and regulation provide that certain qualified reinsurers domiciled and 
licensed in a reciprocal jurisdiction do not need to post collateral for the ceding insurer to receive 
financial credit for the reinsurance.  The proposal defines a reciprocal jurisdiction as one that has 
either entered a treaty with the U.S. regarding credit for reinsurance or a non-treaty qualified 
jurisdiction that meets additional requirements.  The additional requirements are that the foreign 
jurisdiction: 1) provides that an insurer with its head office or domicile in such qualified 
jurisdiction shall receive credit for reinsurance ceded to a U.S.-domiciled assuming insurer in the 
same manner as credit for reinsurance is received for reinsurance assumed by insurers domiciled 
in such qualified jurisdiction; 2) does not require a U.S. domiciled assuming insurer to establish 
or maintain a local presence as a condition for entering a reinsurance agreement or as a condition 
for the ceding insurer to recognize credit for the reinsurance; 3) provides that insurers and 
insurance groups that are domiciled or maintain their headquarters in a U.S. state shall be subject 
to only worldwide prudential insurance group supervision, including worldwide group 
governance, solvency and capital, as applicable by the commissioner of the domiciliary state and 
will not be subject to group supervision at the level of the worldwide parent undertaking of the 
insurance or reinsurance group; 4) provides that information regarding insurers, and their parent, 
subsidiary or affiliated entities shall be provided to the commissioner of the ceding insurer in 
accordance with a memorandum of understanding between the state commissioner and the 
qualified jurisdiction; and 5) other additional factors considered relevant by the state 
commissioner. 

While AIA believes the ultimate goal should be the entry of additional U.S. bilateral agreements 
or accession to the existing covered agreement with the EU in some manner, with foreign 
jurisdictions outside the EU, in the absence of such agreements, an approach granting reciprocal 
jurisdiction status on jurisdictions recognizing U.S. state regulation of group supervision and 
capital requirements is appropriate.  It is essential, however, that U.S. state regulators retain the 
authority and the will to ensure that only those foreign jurisdictions recognizing U.S. regulation 
of insurers on an international basis are accorded reciprocal status.  Accordingly, while AIA 
supports the current proposed amendments, we wish to raise the following comments in response 
to certain provisions in the model law and regulation. 

• The Model Law’s Definition of Reciprocal Jurisdiction Needs to be More Specific: The
proposed model law allows a ceding insurer to receive credit for reinsurance for cessions to a
qualified reinsurer domiciled and licensed in a reciprocal jurisdiction without the posting of
collateral by the reinsurer.  The model law defines reciprocal jurisdictions as jurisdictions
entering a treaty with the U.S. involving credit for reinsurance.  The model law also permits non-
treaty jurisdictions to be reciprocal jurisdictions.  Unfortunately, the model law is mostly silent
on the specific requirements for non-treaty jurisdictions, leaving those requirements to the
proposed model regulation. The model law defines a reciprocal jurisdiction as any qualified
jurisdiction (under the credit for reinsurance model law), which is not a party to a U.S. treaty
relating to credit for reinsurance, “which meets certain additional requirements as specified by
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the commissioner in regulation.”  Credit for Reinsurance Model Law, Proposed Section 
2(F)(1)(a)(2). The specific requirements for a non-treaty jurisdiction to qualify as a reciprocal 
jurisdiction are subsequently set forth in the proposed model regulation at section 9(B)(2). 

It is critical that if the zero collateral option is to be extended to reinsurers domiciled and 
licensed in jurisdictions that have not executed a treaty with the U.S., such foreign jurisdictions 
must recognize the U.S. standards on group supervision and capital requirements and must not 
impose any market access barriers on U.S. insurers and reinsurers.  This requirement must be set 
forth in the model law and not be subject to subsequent regulations implementing the law.  While 
AIA can understand the desire to set forth implementation specifics in the model regulation, at 
the very least the model law must include the standard of mutual respect and equal access to U.S. 
insurers and reinsurers to guide the implementing regulations.  Otherwise, the law conceivably 
allows conferring of reciprocal status to non-treaty jurisdictions that fail to fully recognize U.S. 
state regulation of group supervision and capital standards and impose access restrictions to U.S. 
insurers and reinsurers. The model law needs to include specific language establishing this 
mutual respect of U.S. supervision and market access as a sine qua non of qualifying as a 
reciprocal jurisdiction.  The model law also needs a specific provision authorizing the state 
regulator to review, and as necessary remove, reciprocal status on an ongoing basis.    

• Definition of Non-Treaty Reciprocal Jurisdiction:  Section 9(B)(2) of the model regulation
includes the requirements for a qualified jurisdiction without a treaty to be eligible for reciprocal
jurisdiction status. As stated above, the requirements of reciprocal jurisdiction status belongs
in the model law rather than the regulation. In addition, subsection 9(B)(2)(c) requires
modification.  The subsection states the jurisdiction must: “Provide[] through statute, regulation
or the equivalent in such qualified jurisdiction, that insurers and insurance groups that are
domiciled or maintain their headquarters in this state or another jurisdiction accredited by the
NAIC shall be subject only to worldwide prudential insurance group supervision including
worldwide group governance, solvency and capital, and reported, as applicable, by the
commissioner or the commissioner of the domiciliary state and will not be subject to group
supervision at the level of the worldwide parent undertaking of the insurance or reinsurance
group by the qualified jurisdiction.”  Read literally, the section suggests if an insurance group
based in a foreign jurisdiction has an insurer domiciled in a U.S. state, the state commissioner
would have worldwide supervision over the group.  While we understand the intent of this
section is to ensure that U.S. insurers and U.S. groups are subject to only U.S. capital and
solvency supervision, and we support such intent, the proposed language may need a slight
reworking.

• Interplay between Certified and Reciprocal Reinsurer Status:  The proposal creates the
category of a reciprocal reinsurer.  By necessity, the model law and regulations, of course, retain
the certified reinsurer category as well.  Most reciprocal reinsurers presumably would also be, or
at least previously have been, certified reinsurers. This dual status creates potential for
ambiguity.  A reinsurer presumably retains certified status even after attaining reciprocal status
to handle legacy claims under reinsurance contracts entered previously.  To eliminate potential
confusion, the model law or regulation might specify how collateral is to be posted for certified
reinsurers subsequently attaining reciprocal status and whether having obtained reciprocal status
means that any such insurer must separately satisfy the requirements for a certified reinsurer each
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year for historical assumed business.  Likewise, the model law or regulation should clarify 
whether a reciprocal reinsurer, if it subsequently loses reciprocal status, may post collateral 
according to the certified reinsurer status it previously held. 

• Scope and Timing of Application of Reciprocal Status: Proposed section 2(F)(7) states the
reciprocal provisions “shall apply only to reinsurance agreements entered into, amended, or
renewed on or after the [date of adoption of model revisions] and only with respect to losses
incurred and reserves reported from and after the later of (i) the [date of adoption], or (ii) the
effective date of such new reinsurance agreement, amendment,  or  renewal.  This subsection
shall not apply to reinsurance agreements entered into before the subsection’s application, or to
losses incurred or to reserves posted before the subsection’s application.”

AIA believes the word “amended” should be deleted from the proposed section.  Allowing zero 
collateral to apply when a reinsurance agreement is merely amended, particularly if the 
amendment is minor or technical, could have severe unwanted financial consequences.   

In addition, the triggering event for reciprocal status to apply to reinsurance contracts is not the 
date of adoption of the model revisions, but rather the date the reinsurer is qualified as a 
reciprocal reinsurer.  For example, if a reinsurer’s domiciliary jurisdiction is not classified as a 
reciprocal jurisdiction until 2024, only those contracts entered in or after 2024 should qualify for 
reciprocal status, even if the model is enacted in 2019.  Otherwise, the change in collateral status 
is being applied retroactively to reinsurance agreements entered prior to the reinsurer’s reciprocal 
rating. 

Also, the language in the section regarding application of the section only to “losses incurred or 
to reserves reported/posted from and after the later of” the subsection’s application poses 
problems for agreements that may be entered into after reciprocal status is obtained by the 
reinsurer but covering losses incurred or reserves posted prior to such status having been 
obtained, including adverse development covers and loss portfolio transfers.  These agreements 
can relate to long tail claims occurring in the past but with the agreement signed after the losses 
have occurred or reserves reported/posted.  To deal with these types of agreements and to better 
reflect the intent of this provision, the language could be modified as suggested below:    

Proposed section 2(F)(7) may be modified as follows:  

“This subsection shall apply only to reinsurance agreements entered into, amended, or renewed 
on or after the [date of adoption of model revisions date of granting reciprocal status to the 
applicable assuming insurer] and only with respect to losses incurred and reserves reported 
ceded from and after the later of (i) the [date of adoption date of granting reciprocal status to 
the applicable assuming insurer], or (ii) the effective date of such  new reinsurance  agreement,  
amendment,  or  renewal.  This subsection shall not apply to reinsurance agreements entered 
into before the subsection’s application, or to losses ceded incurred or to reserves posted 
before the subsection’s application.” 

• Requesting Information Beyond Scope of Treaty: The model law includes a provision, at section
2(F)(1)(h), that the commissioner may request the reciprocal reinsurer to “satisfy any other
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requirements deemed relevant by the commissioner.” The section further provides that if such 
information request is beyond the scope of a treaty relating to credit for reinsurance, “the failure 
to satisfy such other requirements will not alter the ability of the ceding insurer to take credit for 
such reinsurance.”  This proposed language is somewhat confusing and, to an extent, places the 
ceding insurer in limbo as the issue becomes whether the ceding insurer may or may not take 
credit for reinsurance when an information request beyond the permissible scope of a treaty is 
made upon the reinsurer.  To clear up potential confusion, the model law should simply provide 
the commissioner shall not require any additional information inconsistent with an executed 
treaty.  In the alternate, the model law could state the reinsurer need not produce additional 
information if such information request is inconsistent with the treaty.  Any loss of credit for 
reinsurance should be predicated upon removal of the reinsurer from the list of reinsurers with 
reciprocal status in the jurisdiction which necessarily in turn is based upon, among satisfaction of 
the other conditions, whether such reinsurer has provided all required information to the extent it 
may be required.   

•Affiliate Transactions: The credit for reinsurance model regulation provisions pertaining to
certified reinsurers includes a provision clarifying how certified reinsurer cessions to affiliates
are to be treated for credit for reinsurance purposes.  Section 8(A)(2) of the model regulation
provides “Affiliated reinsurance transactions shall receive the same opportunity for reduced
security requirements as all other reinsurance transactions.”  Adding a similar provision in the
reciprocal jurisdiction section of the model regulation would clarify whether reciprocal reinsurer
cessions to affiliates are to be treated in a similar manner.

• Reciprocal Jurisdiction Requirements: Section 9(C) of the model regulation provides “Credit
shall be allowed when the reinsurance is ceded to an assuming insurer meeting each of the
conditions set forth below.”  The subsections then set forth various requirements the reinsurer
must meet to qualify for zero collateral.  The requirements are modeled after the requirements set
forth in the Covered Agreement.  This creates a potential problem if treaties are subsequently
entered with other countries and the terms do not mirror those in the Covered Agreement. The
proposal should contain some flexibility to handle subsequent treaties.  Otherwise, the model law
and regulation may need constant revision.  A new proposed section could clarify that reinsurer
requirements are to be consistent with any subsequent U.S. treaty relating to credit for
reinsurance.

• Posting of Collateral in Liquidation or Rehabilitation: Proposed section 2(F)(5) of the model
law provides “The commissioner shall require” a reciprocal reinsurer to post 100% collateral for
the benefit of the ceding insurer or its estate upon entry of an order of rehabilitation, liquidation,
or conservation against the ceding insurer.  The mandatory nature of the posting of 100%
collateral is inconsistent with the Covered Agreement.  The Covered Agreement provides that ‘if
subject to a legal process of resolution, receivership, or winding up proceedings…,the ceding
insurer, or its representative, may seek, and if determined appropriate by the court in which the
resolution, receivership, or winding up proceedings is pending, may obtain an order requiring
that the assuming insurer post collateral for all outstanding ceded liabilities.”  Covered
Agreement, Article 3, Section 4(k).  The model law should reflect the permissive nature of the
Covered Agreement that the ceding insurer or the estate may request full collateral and the
receivership court shall review and determine the request.
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• Definition of Reciprocal Jurisdiction Based on Treaty: Section 9(B)(1) of the model regulation
defines reciprocal jurisdictions based on entry of a treaty with the U.S. relating to credit for
reinsurance.  The section defines a reciprocal jurisdiction, in part, as “A non-U.S. jurisdiction
that has entered into a treaty or international agreement with the United States regarding credit
for reinsurance, all of the terms of which are relevant to credit for reinsurance are in effect,
including an agreement entered into pursuant to [Dodd–Frank Wall Street Reform and Consumer
Protection Act, 31 U.S.C. § 314].”  This language is somewhat unclear and potentially suggests
that all the terms of the treaty must relate to credit for reinsurance.  It might be better to modify
the language as follows: “A non-U.S. jurisdiction that has entered into a treaty or international
agreement with the United States regarding credit for reinsurance, all of the terms of which that
are relevant to credit for reinsurance are in effect, including an agreement entered into pursuant
to [Dodd–Frank Wall Street Reform and Consumer Protection Act, 31 U.S.C. § 314].”

• Suspension or Revocation of Status as a Reciprocal Reinsurer: Section 9(F) of the model
regulation discusses suspension and revocation of reciprocal reinsurer status.  While the
proposed regulations provide the commissioner is to give the reinsurer 30 days to remedy any
alleged defect in the reinsurer’s status as a reciprocal reinsurer and requires the commissioner to
wait an additional 90 days to determine whether to deny statement credit for reinsurance for the
ceding insurer and require the posting of collateral by the reinsurer, the regulation should give
the commissioner discretion to allow a longer grace period for the ceding insurer to retain
statement credit and for the reinsurer to remedy the alleged defect and/or post collateral.
Elimination of credit all at once for a reinsurer’s ceding insurers could have a significant
financial impact on U.S. ceding insurers.  In addition, reinsurers losing reciprocal status may not
be in a position to immediately post full collateral on all their existing agreements.  The model
should provide commissioners discretion to temporarily delay sanctions and provide extended
compliance periods for the reinsurer where immediate application of sanctions would be unfair
to the parties or would pose a risk of unnecessary financial stress.  The model should also
specifically state whether a revocation of reciprocal status applies retroactively to existing
agreements as well as prospectively to new and renewal agreements.

• Treatment of Solvency Ratio for Associations:  Section 9(C)(3)(c) of the model regulation sets
forth eligible solvency ratios for reinsurers that are associations, including incorporated and
individual unincorporated underwriters.  The section provides that the association must have a
solvency ratio of 100% SCR under Solvency II or a Risk-Based Capital of 300% of the
authorized control level.  It is not specified whether the solvency level must be maintained across
the entire syndicate or on a syndicate by syndicate basis.

• Solvency and Capital Ratios:   Section 9(C)(3)(d) of the model regulation relates to solvency
and capital ratios for eligible reciprocal reinsurers.  After stating the commissioner has discretion
to apply different ratios for other jurisdictions as applicable, the section further
states“…provided that to the extent that information or agreement is not required by a treaty or
international agreement referred to in [cite state law equivalent of Section 2(F)(1)(a)(i) of the
Credit for Reinsurance Model Law], the failure to satisfy such other requirements will not alter
the ability of the ceding insurer to take credit for such reinsurance.”  This language appears
misplaced as neither the section nor the subsection relates to the providing of information by the
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reinsurer.  The language may more properly belong in Section 9(C)(5). Moreover, as discussed 
above in connection with section 2(F)(1)(h) of the model law,  the proposed language in question 
is somewhat confusing and, to an extent, places the ceding insurer in limbo as the issue becomes 
whether the ceding insurer may or may not take credit for reinsurance when an information 
request beyond the permissible scope of a treaty is made upon the reinsurer.  The language 
should provide either that the commissioner shall not require any additional information 
inconsistent with an executed treaty or that the reinsurer is not required to provide information 
inconsistent with an applicable treaty.   

• Solvent Schemes of Arrangement: Section 2(F)(1)(d)(v) of the model law requires a reciprocal
reinsurer include a representation that it is not presently participating in a solvent scheme of
arrangement involving the state’s ceding insurers and that it will provide 100% collateral should
the reinsurer subsequently enter into such a solvent scheme of arrangement.  The model law or
regulation should define the scope of solvent schemes of arrangement to provide clarity
regarding what type of reorganizations trigger the additional collateral requirements.  For
example, so-called Part VII transfers might be considered similar to solvent schemes.  While the
use of solvent schemes in the model law and regulation likely refer solely to fixed commutations
of liabilities rather than Part VII transfers of liabilities to a different entity, clarification would be
helpful.  Moreover, to the extent Part VII liability transfers actually are contemplated within the
meaning of a solvent scheme of arrangement, would any additional collateral be required if the
transfer were to another qualified EU reinsurer or a reinsurer in another reciprocal jurisdiction?
Additional collateral would not seem necessary if the reorganization or transfer was simply to
another reciprocal reinsurer. As to solvent schemes functioning as commutations, the proposal
should state whether the amount of liabilities for collateral purposes is to be determined by the
ceding insurer, by the domiciliary regulator, or by the scheme itself?

• Prompt Payment of Claims Calculation: Section 9(C)(6)(b) of the model regulation calculates a
reinsurer’s practice of prompt payment by, among other factors, reference to the number of
overdue reinsurance recoverables of 90 days or more in the amount of “$100,000 or its
equivalent calculated by reference to foreign currency exchange rates compiled from key data
contributors and established as of the preceding December 31.” The Covered Agreement,
however, establishes this requirement at a stable, non-floating, 90,400 Euro. Covered Agreement
Article 3 Section 4(i)(ii). For EU reinsurers, at least, the regulation should set the threshold at
90,400 Euro.  In addition, the regulation does not define “key data contributors.”

• Prompt Payment of Claims Calculation Aggregate Recoverable Amount: Section 9(C)(6)(c) of
the model regulation calculates a reinsurer’s practice of prompt payment by whether the
aggregate amount of overdue reinsurance recoverables of 90 days exceeds “$50,000,000 or its
equivalent calculated by reference to foreign currency exchange rates compiled from key data
contributors and established as of the preceding December 31.” The Covered Agreement,
however, establishes this requirement at a stable, non-floating, 45,200,000 Euro. Covered
Agreement Article 3 Section 4(i)(ii). For EU reinsurers, at least, the regulation should set the
threshold at 45,200,000 Euro.  In addition, the regulation does not define “key data contributors.”
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AIA thanks you for the opportunity to offer comments on the proposed credit for reinsurance 
model law and regulation amendments and looks forward to continuing to work with the NAIC 
and all interested stakeholders during this process. 

Sincerely, 

Steven Bennett 
Associate General Counsel 
American Insurance Association 

Attachment Four 

Page 14 of 71



Representing Bermuda’s Major International Insurers and Reinsurers 

July 23, 2018 

Superintendent Maria T. Vullo, Chair (New York)  
Director Chlora Lindley-Myers, Vice Chair (Missouri) 
National Association of Insurance Commissioners, Reinsurance (E) Task Force 

Attention: Mr. Jake Stultz, jstultz@naic.org 
Mr. Dan Schelp dschelp@naic.org 

RE: NAIC Exposed Proposed Revisions to the Credit for Reinsurance Model Law (#785) and 
the Credit for Reinsurance Model Regulation (#786) to Incorporate Relevant Provisions 
of the “Bilateral Agreement Between the United States of America and the European 
Union on Prudential Measures Regarding Insurance and Reinsurance” 

Dear Superintendent Vullo, Director Lindley-Myers, Members of the Task Force & Interested 
Regulators, 

I write on behalf of The Association of Bermuda Insurers and Reinsurers (ABIR1), which 
represents the public policy interests of Bermuda’s international insurers and reinsurers that 
protect consumers around the world.  

Thank you for the opportunity to comment on the NAIC Exposed Proposed Revisions to the 
Credit for Reinsurance Model Law (#785) (Model Law [#785]) and the Credit for Reinsurance 
Model Regulation (#786) (Model Regulation [#786]) to Incorporate Relevant Provisions of the 
“Bilateral Agreement Between the United States of America and the European Union on 
Prudential Measures Regarding Insurance and Reinsurance” (“Bilateral agreement”, hereafter 
referred to as Covered Agreement).     

ABIR appreciates the NAIC open meeting process2 and looks forward to a consultative 

engagement among regulators and interested parties. ABIR encourages state regulators and 

NAIC to continue to advocate for open and transparent discussions at all levels in the 

1 ABIR members have headquarters and operations in Bermuda with operating subsidiaries in the United States 

and Europe and do business in more than 150 countries.  Members employ nearly 35,000 people around the globe 

including more than 16,000 employees in the US, nearly 1,600 employees in Bermuda, and more than 8,600 in 

Europe. Over the past twenty years, ABIR members have paid claim payments to policyholders and ceding 

companies of over $208 billion in the U.S. and over $72 billion in the European Union. 
2 NAIC Policy Statement on Open Meetings Revised: 4/01/2014 
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implementation of the covered agreement and the modifications of the credit for reinsurance 

models. 

ABIR supports the overall approach of the NAIC to implement the Covered Agreement. The 

creation of the reciprocal jurisdiction to include a non-U.S. jurisdiction that has entered into a 

treaty or international agreement with the United States regarding credit for reinsurance along 

with qualified jurisdictions which are not also a party to a treaty or international agreement is 

directionally correct. This approach will allow U.S. markets to fully leverage global reinsurance 

markets while implementing the covered agreement in a jurisdictionally agnostic manner and 

continue to protect U.S. ceding insurers and consumers with high quality reinsurance from 

global markets.  

ABIR supports creating a level playing field among certified reinsurers. Building upon the 
proven NAIC and state regulator qualified jurisdiction process and certified reinsurer processes 
coupled with the recognition of jurisdictions with an international treaty or agreement will 
foster a level playing field and the continuation of high quality reinsurance for the U.S. with 
proven, claims-paying protection for American consumers. Bermuda reinsurers contribute 
heavily to this well-regulated market. As of July 20, 2018, NAIC Reinsurance Financial Analysis 
Working Group (ReFAWG) recommends twenty-six (26), certified reinsurers for passporting by 
the states.  Eighteen (18) of these certified reinsurers–nearly 70%–have Bermuda as a 
domiciliary jurisdiction.3 We fully expect Bermuda domiciled reinsurers to be equally 
represented in the new ‘reciprocal reinsurers’ category. 

ABIR encourages state regulators to leverage model changes to drive consistency and 

coordination. With the benefit of several years of ReFAWGs work, state regulators should 

consider additional language on the passporting provision of the Credit for Reinsurance Model 

Law (#785), Section 2, F, (3) to encourage ‘timely’ creation and publication of the list of certified 

reinsurers. 

The commissioner shall timely create and publish a list of assuming insurers that have 

satisfied the conditions set forth in this subsection and to which cessions shall be 

granted credit in accordance with this subsection.   

The Credit for Reinsurance Model Regulation lists the additional requirements of a qualified 

jurisdiction including a mechanism for information sharing. ABIR suggests state regulators 

consider inserting an option for a coordinated approach through a multilateral memorandum of 

understanding between the commissioners and such qualified jurisdictions and coordinated by 

the NAIC. Credit for Reinsurance Model Regulation (#786), Section 9, B, (2) (d): 

Provides through statute, regulation or the equivalent in such qualified jurisdiction that 

information regarding insurers and their parent, subsidiary, or affiliated entities, if 

3 NAIC ReFAWG lists Lloyds of London (UK) entities collectively as one reinsurer. 
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applicable, shall be provided to the commissioner in accordance with a memorandum of 

understanding or similar document including a multilateral memorandum of 

understanding coordinated by the NAIC between the commissioner and such qualified 

jurisdiction. 

ABIR highlights areas requiring clarification. ABIR requests further discussion and clarification 

on provisions of the models applicable to qualified jurisdictions that might be interpreted to 

vary from the terms of the Covered Agreement resulting in similar but not identical treatment 

between covered agreement and qualified jurisdictions. ABIR supports identical treatment 

between covered agreement jurisdictions and qualified jurisdictions.   

Capital: 

Credit for Reinsurance Model Regulation (#786), Section 9, (C), (3),  (a) to (d) might be read 
cumulatively meaning that assuming insurers in a qualified jurisdiction might have to comply 
with all four points which in practice, would mean that insurers should have and maintain on an 
ongoing basis, a certain solvency ratio applicable in the qualified jurisdiction as well as a RBC 
ratio of 300% of the authorized control level, calculated in accordance with the formula 
developed by state regulators and the NAIC.  

Reciprocal reinsurers should not be required to hold both, but solely a certain solvency ratio 
applicable in the qualified jurisdiction as determined by state regulators and the NAIC. For 
example, the solvency ratio for European Economic Area (EEA) countries is 100% of the 
Solvency II solvency capital requirement (SCR). As a fully equivalent Solvency II jurisdiction, the 
Bermuda equivalent would be 100% of the Bermuda Enhanced Capital Requirement (ECR). An 
RBC ratio should only be required if the qualified jurisdiction does not have a similar solvency 
ratio concept. Additionally, it is unnecessary and conducive to an uneven playing field, to 
introduce Commissioner discretion in possibly requesting such other solvency or capital ratio as 
the Commissioner finds is appropriate.  

ABIR recommends Model Regulation (#786), Section 9, (C) (3) paragraph to be redrafted as 
follows: 

(3) The assuming insurer must have and maintain on an ongoing basis a minimum solvency or capital ratio, as

applicable, as follows:

(a) A solvency ratio of one hundred percent (100%) of the solvency capital requirement (SCR) as calculated

under the Solvency II Directive issued by the European Union, or any similar successor solvency ratio, as

applicable in the territory in which the assuming insurer has its head office or is domiciled, as applicable; or

(b) A risk-based capital (RBC) ratio of three hundred percent (300%) of the authorized control level, calculated

in accordance with the formula developed by the NAIC, as applicable in the territory in which the assuming

insurer has its head office or is domiciled, as applicable; or

(c) If the assuming reinsurer is an association including incorporated and individual unincorporated

underwriters, a solvency ratio of one hundred percent (100%) SCR under Solvency II (or any similar solvency

ratio) or an RBC of three hundred percent (300%) of the authorized control level, as applicable in the territory in

which the assuming reinsurer has its head office or is domiciled, as applicable; or
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(d) Such other solvency or capital ratio as the commissioner finds is appropriate, as applicable in the territory in

which the assuming insurer has its head office or is domiciled, as applicable; provided that to the extent that

information or agreement is not required by a treaty or international agreement referred to in [cite state law

equivalent of Section 2F(1)(a)(i) of the Credit for Reinsurance Model Law], the failure to satisfy such other

requirements will not alter the ability of the ceding insurer to take credit for such reinsurance. In making this

determination, the commissioner may rely upon recommendations published through the NAIC Committee

Process.

Applicable Reinsurance Agreements: 

Model Law (#785), Section 2, (F), (7) should mirror the terms of the Covered Agreement by 

deleting the last sentence of the proposed language. 

Rehabilitation, liquidation or conservation proceedings 

Model Law (#785), Section 2, (F) (5) should mirror the terms of the Covered Agreement: 

Upon the entry of an order of rehabilitation, liquidation or conservation against a ceding 

insurer by a Court, the ceding insurer, or its representative, may seek and, if determined 

appropriate by the court, may obtain an order requiring that the assuming reinsurer 

post collateral for all outstanding ceded liabilities.  

Commissioner Discretion: 

ABIR supports the work of the NAIC serving the diverse interests and priorities across its 
membership. The potential for a State Commissioners to exercise discretion without 
parameters or process, however, gives rise for concern in terms of consistent application. For 
example, Section 2, (F), (1) (a) (ii) of the Credit for Reinsurance Model Law (#785) defers the 
determination of a qualified jurisdiction to the commissioner and defines it as one which 
among others “meets certain additional requirements as specified by the commissioner in 
regulation.” The Model Regulation (#786), Section 9, (B), (2), (e) allows the Commissioner to 
use its discretion when determining additional factors to be taken into account when assessing/ 
identifying a Reciprocal Jurisdiction. This discretion is not limited by established regulation 
promulgation processes.    

Qualified Jurisdictions are subject to a rigorous assessment process to obtain that status with 
state regulators and the NAIC, a process which is done in collaboration and coordination 
through the NAIC committee process. For a Commissioner to possibly exercise discretion to not 
recognize a qualified jurisdiction as a ‘reciprocal jurisdiction’ creates a significant amount of 
uncertainty; something which is not extended to jurisdictions falling under scope of a covered 
agreement. These variations may put qualified jurisdiction assuming insurers at a competitive 
disadvantage by creating an uneven playing field. 

ABIR recommends early consideration of accreditation issues surrounding implementation of 
the models and consistent implementation by the States. Consistent implementation of the 
models will be key to successful modernization of the Credit for Reinsurance Models. It is highly 
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recommended that the NAIC Financial Regulation Standards and Accreditation (F) Committee 
accreditation process begin immediately after the approval of the models.  

ABIR appreciates the opportunity to provide these comments and we look forward to the NAIC 
Summer National Meeting in Boston for further discussion of the proposed revisions to the 
Credit for Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation 
(#786) to Incorporate Relevant Provisions of the Bilateral/Covered Agreement.     

Sincerely, 

John M. Huff 
President & CEO 
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Proposed Revisions to the Credit for Reinsurance Model Law and Regulation 

July 23, 2018 

VIA EMAIL to jstultz@naic.org and dschelp@naic.org 

Reinsurance Task Force at the National Association of Insurance Commissioners 
1100 Walnut Street 
Suite 1500 
Kansas City, MO 64106-2197 

RE:  Proposed Revisions to the Credit for Reinsurance Model Law and Regulation 

The Bermuda International Long Term Insurers and Reinsurers (“BILTIR”) thanks the National 
Association of Insurance Commissioners (“NAIC”) for its commendable work on extending the 
benefits of the Bilateral Agreement Between the United States of America and the European 
Union on Prudential Measures Regarding Insurance and Reinsurance (the “Covered Agreement”) 
to Qualified Jurisdictions like Bermuda. The following comments are submitted by BILTIR, on 
behalf of our member companies, regarding “Proposed Revisions to the Credit for Reinsurance 
Model Law and Regulation” (the “Proposals”).  

BILTIR was formally incorporated on June 9, 2011 and represents 59 companies. BILTIR is 
committed to supporting the long term insurance and reinsurance industry’s growth and success 
in Bermuda and globally.  

We thank you for the opportunity for BILTIR members to share our thoughts and comments on 
the Proposals, which we outline below.  

1. Support for General Direction

The Proposals represent an important step in international insurance regulatory cooperation. 
BILTIR supports the direction of the Proposals, which in our view go a long way to level the playing 
field and produce one standard that applies to all reinsurers meeting a basic set of standards. 

Therefore, while BILTIR has additional suggestions, we support the NAIC’s general direction and 
framework for revising the models.  

2. Treatment of Non-EU Qualified Jurisdictions

We do emphasize that for the goal of a level and consistent playing field to be fulfilled, the 
requirements placed upon EU jurisdictions under the Covered Agreement and the requirements 
placed upon non-EU Qualified Jurisdictions need to be identical. Likewise, the framework in the 

Attachment Four 

Page 20 of 71



Proposed Revisions to the Credit for Reinsurance Model Law and Regulation 

NAIC models needs to provide absolute certainty regarding those requirements in order for the 
industry and its regulators to evaluate whether the requirements are the same. 

Several sections in both the Credit for Reinsurance Model Law (#785) (“Model Law”) and Credit 
for Reinsurance Model Regulation (#786) (“Model Regulation”) provide uncertainty in this area.  
For example, section F(1)(h) of the Model Law proposal requires the assuming insurer to “satisfy 
any other requirement deemed relevant by the commissioner” for its cedant to receive the 
benefit of the credit for reinsurance provisions.  Furthermore, the definition of “Reciprocal 
Jurisdiction” in section 9(B)(2)(e) of the Model Regulation includes “[s]uch additional factors as 
may be considered in the discretion of the commissioner”.  Since the regulation would be 
expected to provide additional details, the framework appears to leave the open-ended potential 
for additional requirements to be imposed on non-EU jurisdictions. We recommend that further 
clarity be provided on what these additional requirements are. 

We also seek clarity on whether the process for determining whether jurisdictions qualify as 
“Reciprocal Jurisdictions” will be the same as or different from the current process of determining 
whether jurisdictions qualify as “Qualified Jurisdictions”. 

3. Minimum Capital and Solvency Ratios

While BILTIR supports replacing financial strength ratings requirements with requirements to 
maintain on an ongoing basis solvency capital requirement (“SCR”) (or equivalent) of the home 
jurisdiction, for the sake of clarity we would suggest that section 9(c)(3)(a) of the Model 
Regulation be revised to indicate that the solvency regime applicable in the relevant Qualified 
Jurisdiction will apply i.e.: revised language as follows: 

Section 9 (c)(3)(a) of the Model Regulation:   
“The assuming insurer must have and maintain on an ongoing basis a minimum solvency 
or capital ratio, as applicable, as follows: 

(a) A solvency ratio of one hundred percent (100%) of the SCR as calculated under the
Solvency II Directive issued by the European Union, or such any similar successor solvency
ratio, as applicable in the territory in the Reciprocal Jurisdiction in which the assuming
insurer has its head office or is domiciled; as applicable”.

4. Cedant’s Insolvency

We believe that subsection F(5) of the Model Law amendments runs counter to the language of 
the Covered Agreement. Article 2, paragraph (k) of the Covered Agreement states: “if subject to 
a legal process of resolution, receivership, or winding-up proceedings as applicable, the ceding 
insurer, or its representative, may seek and, if determined appropriate by the court in which the 
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Proposed Revisions to the Credit for Reinsurance Model Law and Regulation 

resolution, receivership, or winding-up proceedings is pending, may obtain an order requiring 
that the assuming insurer post collateral for all outstanding liabilities (…)”. 

We would therefore support the draft language of subsection F(5) of the Model Law being revised 
with the following language: 

“The commissioner or the commissioner’s representative may seek from the court supervising a 
ceding insurer’s rehabilitation or liquidation, an order requiring that the designated reinsurer 
post collateral for all the designated reinsurer’s outstanding liabilities to the ceding insurer”. 

5. Serious Non-Compliance

We agree with the elements of subsection F(1)(d)(i) of the Model Law amendments that would 
require the assuming insurer to notify the commissioner if it has been in “serious noncompliance” 
with applicable law. However, we find the relevancy of the wording pertaining to any 
determination by the commissioner to be unclear and recommend that the phrase “as 
determined by the commissioner” either be deleted or the intent further clarified. 

6. Home Jurisdiction Confirmation

We recommend deleting the phrase “at a time determined by the commissioner” contained 
insubsection F(1)(g) of the proposed amendments to the Model Law, but are supportive of the 
requirement for the assuming insurer’s home jurisdiction to confirm its capital and surplus as 
well as solvency ratio annually.   

7. Disparate Treatment of Non-EU Insurers

We note that sections F(1)(b), (c), and (h) of the proposed amendments to the Model Law, and 
sections 9(B)(2)(e), 9(C)(3)(d) and 9(C)(8) of the Model Regulation all provide for potential 
disparate treatment of non-EU insurers. BILTIR therefore respectfully requests that the NAIC 
work toward a framework that treats EU and non-EU jurisdictions equivalently, and provide 
additional clarity regarding the standards imposed on non-EU jurisdictions. 

We thank the NAIC for the opportunity to provide our feedback on the Proposals and are happy 
to address any questions you may have. 

Sincerely, 

CC BILTIR Board of Directors 
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July 23, 2018 

Honorable Maria T. Vullo, Chair 
Reinsurance Task Force 
National Association of Insurance Commissioners 
1100 Walnut Street, Suite 1500 
Kansas City, MO 64106-2197 

RE: Comments of The Cincinnati Insurance Companies on Proposed Revisions to the 
Credit for Reinsurance Model Law (785) & Regulation (786)  

Dear Superintendent Vullo: 

The Cincinnati Insurance Companies (“Cincinnati”) offer the following comments on the proposed 
changes to the Credit for Reinsurance Model Law (785) and Model Regulation (786), as exposed for 
comment by the Reinsurance Task Force on June 21, 2018.   

INTRODUCTION. The proposed changes are being pursued by the NAIC to implement the terms of the 
covered agreement agreed to by United States and the European Union (EU) relating to reinsurance 
collateral, and to offer similar relief from reinsurance collateral to qualifying non-EU jurisdictions. The 
proposed changes would create a new category or foreign jurisdiction to be known as a “Reciprocal 
Jurisdiction.” These jurisdictions would include jurisdictions that have entered into a treaty or other 
international agreement with the United States governing credit for reinsurance, and to other 
jurisdictions that have already been designated as a Qualified Jurisdiction and that meet certain other 
requirements. Reinsurers domiciled or headquartered in Reciprocal Jurisdictions would not be required 
to post collateral.  

KEY PRINCIPLES. When the Reinsurance Task Force held its public hearing on this issue on February 20, 
2018 in New York City, we emphasized four key principles in our public testimony: 

1. To ensure the primacy of state insurance regulation in the implementation of the covered
agreement, and when considering possible approaches to extend the covered agreement’s zero
reinsurance collateral benefit to non-EU jurisdictions (i.e., no new covered agreements, which
erode the primacy of state insurance regulation).

2. To ensure that no jurisdiction gets the benefit of zero reinsurance collateral without granting
mutual recognition of the entire U.S. system of insurance regulation.

3. To only grant the benefit of zero reinsurance collateral to non-EU jurisdictions which agree to
adhere to all terms and conditions included in the U.S.-EU covered agreement.
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4. To require reversion to 100% collateral for any assuming reinsurer domiciled in a jurisdiction
which breaches the terms and conditions of the covered agreement, or breaches similar terms
and conditions imposed upon non-EU jurisdictions as a condition to obtain the benefit of zero
collateral.

Although the revisions to the Credit for Reinsurance Model Law (785) and Model Regulation (786) 
exposed for comment on June 21 are generally consistent with these key principles, they do fall short in 
several respects, as more fully explained below. 

COMMENTS SUBMITTED BY OUR TRADE ASSOCIATIONS. We are members of three national insurance 
trade associations (ACLI, PCI and RAA), all of whom are preparing their own comments on the proposed 
changes to the Credit for Reinsurance Model Law (785) and Model Regulation (786). Having been privy 
to, and involved in, the preparation of the comment letters to be submitted by ACLI, PCI and RAA, we 
believe you will find those comment letters to be most helpful as you consider the need for 
amendments and clarifications to the Model Law & Regulation changes proposed by the Reinsurance 
Task Force on June 21.   

CINCINNATI’S PRIMARY CONCERNS WITH THE PROPOSED CHANGES. Our primary concerns with the 
proposed changes to the Model Law and Regulation include the following: 

1. Law vs. Regulation. Except for the forms included in the Credit for Reinsurance Model
Regulation (786),1 we believe that the entirety of the regulation, including the changes
proposed on June 21, should be incorporated into the Credit for Reinsurance Model Law (785).

We have always been concerned that too much of the NAIC’s Credit for Reinsurance public
policy pronouncement was contained in the model regulation, which is more prone to tinkering
and gamesmanship than a legislatively-enacted model law. Some might argue that having a
model law and a model regulation made sense in the pre-covered agreement era, when state
insurance regulators may have needed more flexibility in the regulation of credit for
reinsurance, but that is no longer the case. Regulatory flexibility is no longer compatible with
the credit for reinsurance paradigm imposed on the states by the covered agreement, which
requires strict adherence by all affected parties to the terms and conditions of the covered
agreement. Regulatory flexibility is also incompatible with extension of the zero reinsurance
collateral benefit to assuming reinsurers in non-EU jurisdictions since strict adherence to the
terms and conditions under which the benefit is granted will be critical to all affected parties.

In both instances (implementation of the covered agreement and adoption of the NAIC’s
proposed zero collateral paradigm for non-EU jurisdictions), there can be no room allowed for
tinkering. The terms and conditions under which assuming reinsurers in Reciprocal Jurisdictions
are exempt from posting reinsurance collateral in the U.S., and the terms and conditions under
which Reciprocal Jurisdictions grant mutual recognition of the entire U.S. system of insurance
regulation, must be set in stone.

We therefore urge the Reinsurance Task Force to consolidate the Credit for Reinsurance Model
Law (785) and the Credit for Reinsurance Model Regulation (786), and all proposed revisions,
into the Credit for Reinsurance Model Law (785), with one exception: the forms included in the

1 The forms promulgated in the Credit for Reinsurance Model Regulation (785) include Form AR-1 (Certificate of Assuming 
Reinsurer); Form CR-1 (Certificate of Certified Reinsurer); Form RJ-1 (Certificate of Reinsurer Domiciled in Reciprocal 
Jurisdiction); Form CR-F; and Form CR-S. 
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current Credit for Reinsurance Model Regulation (786), and the newly proposed form (Form RJ-
1; Certificate of Reinsurer Domiciled in Reciprocal Jurisdiction), should remain in the model 
regulation. 

2. The “Catch-All” Provisions. The proposed revisions to the Model Law and the Model Regulation
include “catch-all” provisions under which any state regulator can supplement the requirements
set forth in the models with additional requirements for qualifying as a Reciprocal Jurisdiction.2

While we recognize that this is a common feature of NAIC models, we are also concerned that a
decision by individual state regulators to add to the requirements of the models could prompt
some foreign jurisdictions to seek new covered agreements with the U.S. to avoid varying state
requirements. We would prefer to avoid additional covered agreements being negotiated since
they conflict with the primacy of state insurance regulation. We would therefore urge the
Reinsurance Task Force to consider eliminating these “catch all” provisions.

3. Full Mutual Recognition. When the Reinsurance Task Force held its hearing on this issue on
February 20, Cincinnati testified that the NAIC must ensure that no jurisdiction gets the benefit
of zero reinsurance collateral without granting mutual recognition of the entire U.S. system of
insurance regulation. The proposed changes to the Model Regulation provide that a Reciprocal
Jurisdiction may not subject U.S. insurers to global group supervision rules unless those
requirements are consistent with those of the state granting credit for reinsurance to a ceding
insurer or the ceding insurer’s domiciliary state.3 While this is positive, it falls short of an
absolute requirement that the jurisdiction provide full mutual recognition of the entire U.S.
system of regulation. Cincinnati urges the Reinsurance Task Force to add broader language
clarifying that full mutual recognition is required.

4. Requiring Reversion to 100% Collateral. When the Reinsurance Task Force held its hearing on
this issue on February 20, Cincinnati testified that a 100% reinsurance collateral requirement
should be immediately imposed upon any assuming reinsurer domiciled in a jurisdiction which
breaches the terms and conditions of the covered agreement, or breaches similar terms and
conditions imposed upon non-EU jurisdictions as a condition to obtain the benefit of zero
collateral. Section 9(F) of the proposed revisions to the Model Regulation seems to address this
situation, but does not mandate reversion to 100% collateral when a breach occurs.4 Cincinnati
urges the Reinsurance Task Force to add clearer language clarifying that 100% collateral shall be
immediately imposed in such cases and the procedures for re-imposing the 100% requirement.

Thank you for consideration of Cincinnati’s comments. 

Sincerely, 

Scott A. Gilliam 
Vice President—Government Relations 
The Cincinnati Insurance Companies 
Email: scott_gilliam@cinfin.com 
Phone: 513-607-5717 

2 Proposed Revisions to Model Law (785), Section F(1)(h). Proposed Revisions to Model Regulation (786), Section 9(B)(2)(e). 
3 Proposed Revisions to Model Regulation (786), Section 9(B)(c)(2). 
4 Under Section 9(F), a commissioner “may revoke or suspend the eligibility of an assuming reinsurer” for zero collateral when a 
breach occurs, or “may require the assuming reinsurer to post security” when a breach occurs. 
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K 
151 North Franklin Street,  Chicago  IL  60606 Jeffery C. Alton 

Vice President 
Financial Regulation 
Telephone (312) 822-7901 
Facsimile (312) 894-3629 
Internet jeffery.alton@cna.com 

July 23, 2018 

Superintendent Maria T. Vullo, Chair 
NAIC Reinsurance (E) Task Force 
NAIC Central Office 
1100 Walnut Street, Suite 1500 
Kansas City, MO 64106-2197 
Attn: Jake Stultz and Dan Schelp 

Re: Credit for Reinsurance Model Law (#785) and Credit for Reinsurance Model Regulation (#786) 
Bilateral Agreement Between the United States of America and the European Union on Prudential     
Measures Regarding Insurance and Reinsurance 

Dear Superintendent Vullo and members of the Reinsurance Task Force, 

CNA Financial Corporation (referred to in this letter as CNA, the Company, we, our, and us) appreciates 
the opportunity to provide written comments on proposed revisions to the Credit for Reinsurance Model 
Law (#785) and the Credit for Reinsurance Model Regulation (#786) in order to implement the Bilateral 
Agreement Between the United States of America and the European Union on Prudential Measures 
Regarding Insurance and Reinsurance (“Bilateral Agreement”).  

Overall, CNA believes the proposed revisions reflect the amendments necessary to comply with the 
Bilateral Agreement. We appreciate the NAIC’s thoughtful consideration and inclusion of many of the 
suggestions made by the stakeholders at the February 20th hearing in New York City.  In particular, we 
believe the Reciprocal Jurisdiction concept is an elegant solution to the mutual recognition of group 
supervision concern that CNA and many other constituents raised at the hearing.  

The one area of the proposal that CNA is concerned with is the disproportionate amount of guidance 
currently located in the regulation rather than the model law, rendering the model law impossible to 
implement without simultaneous adoption of the regulation. Unfortunately, the manner in which 
regulations are adopted varies by state. Therefore, it should be anticipated that in at least a handful of 
states the simultaneous adoption and implementation of these critical standards will not occur, causing 
inconsistent application and exposing gaps in the U.S. regulatory framework. We would suggest that 
more specific requirements be included in the model law to avoid this concerning situation. For example, 
the specific solvency and capital requirements that the reinsurer must meet and the process by which a 
commissioner is able to revoke a reinsurer’s eligibility in the event of non-compliance is articulated in the 
regulation and not discussed in the model law. We propose that the law be modified to reflect these very 
critical provisions which would reduce the exposure to inconsistent application by the states.   

In addition, the law provides for a significant amount of regulatory discretion, including the ability to 
“…approve a jurisdiction that does not appear on the list of Reciprocal Jurisdictions in accordance with 
criteria to be developed under regulations issued by the commissioner.”1 CNA proposes that the addition 
of any Reciprocal Jurisdiction is limited to the NAIC Committee Process in order to prevent regulatory 

1From the Credit for Reinsurance Model Law (#785) – F(2)(a) June 21, 2018 exposure draft 
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arbitrage, similar to the publishing of qualified jurisdictions. This discretionary authority is particularly 
concerning when coupled with the ability of a commissioner to add an assuming insurer to the Reciprocal 
Jurisdiction list if an NAIC accredited jurisdiction has added such assuming insurer, as outlined in the law 
in paragraph F(3). 

As always, CNA appreciates the opportunity to respond to these very important issues and would be 
available to answer any questions regarding our comment letter at the upcoming Boston National 
Meeting. 

Sincerely, 

Jeffery C. Alton 
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THE GENERAL INSURANCE ASSOCIATION OF JAPAN 
9 Kanda Awajicho 2-Chome, Chiyoda-Ku Tokyo 101-8335, Japan 

 Tel:+81-3-3255-1703 E-mail:kokusai@sonpo.or.jp 

July 23, 2018 

Superintendent Maria T. Vullo 

New York State Department of Financial Services 

Chair, NAIC Reinsurance (E) Task Force 

Via email to jstultz@naic.org, dschelp@naic.org 

Re: GIAJ Comments on proposed revisions to the Credit for Reinsurance Model Law (#785) and the Credit for 

Reinsurance Model Regulation (#786) 

Dear Superintendent Vullo, 

The General Insurance Association of Japan (GIAJ)1 appreciates the opportunity to comment on the proposed 

revisions to the Credit for Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation 

(#786). 

We welcome the overall direction of the revisions which, in general, take account of the principles we highlighted 

in our February comments2 to the NAIC, including consistency with existing rules, fair treatment among 

reinsurers, efficiency of supervision, and removal of duplicative regulations. 

We also believe that the proposed revisions effectively leverage the existing framework of Qualified Jurisdictions 

under Credit for Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation (#786). We 

acknowledge that the proposed revisions realize reform in an efficient way by creating a new category of 

jurisdiction (“Reciprocal Jurisdictions”), which comprise Qualified Jurisdictions that meet certain requirements 

and allow credit for reinsurance ceded to an assuming insurer that has its head office or is domiciled in a 

Reciprocal Jurisdiction. 

We expect each state regulator and the National Association of Insurance Commissioners (NAIC) to continue to 

move forward with the amendment and implementation of the Model Law/Regulation as well as the development 

of criteria and a process with respect to Reciprocal Jurisdictions in line with its objectives to promote improved 

regulation, effective competitive markets and policyholder protection. 

1 GIAJ is an industry organization whose 26 member companies account for about 95 percent of the total general insurance 
premiums in Japan which is one of seven jurisdictions listed in the NAIC List of Qualified Jurisdictions. Some of our members or 
their affiliates are certified reinsurers. 
2 https://www.naic.org/documents/cmte_e_reinsurance_related_180220_public_hearing_comment_letters.pdf 
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Our comments on individual points are as follows: 

Model Regulation 9.B.(1) 
We understand that a jurisdiction needs to meet one of the conditions set under 9.B.(1) and (2) of Model 

Regulation (#786) to be identified as a Reciprocal Jurisdiction. Therefore, “and” at the end of 9.B.(1) should be 

replaced with “or” in line with 2.F.(1)(a)of Model Law (#785). 

Model Regulation 9.B.(2)(c) 
9.B.(2)(c) of Model Regulation (#786) requires Qualified Jurisdictions to “provide” through statute, regulation or

the equivalent that U.S. insurance groups will not be subject to group supervision by the qualified jurisdiction at

the level of the worldwide parent undertaking. From the standpoint of efficiency, each state regulator and the

NAIC should be satisfied if such an exemption is secured, in effect, and avoid requiring Qualified Jurisdictions to

introduce prescriptive measures.

In order to clarify this point, the exordium of 9.B.(2)(c) could be rewritten as follows: “Provides through statute,

regulation or the equivalent in such qualified jurisdiction, to the effect that”.

We wish to have clarification that this provision is not intended to, a) subject an insurance group whose “ultimate” 

parent is a non-U.S. undertaking to group supervision by the commissioner and b) deny group supervision by a 

non-U.S. jurisdiction where “ultimate” parent is domiciled in such jurisdiction. The NAIC should take due care in 

drafting this section so that phrases such as “domiciled or maintain their headquarters” will not create any 

misunderstanding. 

Also, with regard to the term “headquarters”, we wish to have clarification whether there is any particular 

intention behind the use of this term since the term “head office” is used in other parts of the Model 

Law/Regulation. 

Model Regulation 9.B.(2)(d) 
With regard to the “memorandum of understanding” referred to in 9.B.(2)(d) of Model Regulation (#786), the use 

of The International Association of Insurance Supervisors (IAIS) Multilateral Memorandum of Understanding 

(MMoU) in line with 11.b. of “Process for Developing and Maintaining the NAIC List of Qualified Jurisdictions” 

should be allowed from the standpoint of consistency and efficiency of supervision. 

Model Regulation 12. and 13. 
The title of Model Regulation (#786) 12. and 13. should be amended as follows to reflect the addition of the new 

section 9: 

- Section 12. Trust Agreements Qualified under Section 10 11

- Section 13. Letter of Credit Qualified under Section 10 11

Attachment Four 

Page 29 of 71



Other comments 
Periodic Evaluation of QJ and RJ 
With regard to the Periodic Evaluation to which a QJ is to be subjected, we strongly encourage the Qualified 

Jurisdiction Working Group to introduce an abbreviated process that focuses on material changes in the applicable 

reinsurance supervisory system, as stipulated in 12.c. of “Process for Developing and Maintaining the NAIC List 

of Qualified Jurisdictions”. 

We wish to learn whether or not a QJ that meets the additional requirements (to be determined as a “Reciprocal 

Jurisdiction”) will also be subject to re-evaluation every five years. If this is the case, such re-evaluation should be 

conducted in an abbreviated manner. 

Assuming insurer and assuming reinsurer 
We wish to have clarification if distinctions are made with regard to the use of the terms “assuming insurer” and 

“assuming reinsurer” in the Model Law/Regulation. We note that the term “assuming insurer” is used in the 

existing part of the Model Law/Regulation while the term “assuming reinsurer” is used in the “Bilateral 

Agreement between the United States of America and the European Union on Prudential Measures regarding 

Insurance and Reinsurance”. 

Sincerely, 

Makoto Kawagoe 

General Manager, 

International Business Planning Department 

The General Insurance Association of Japan 
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Sabrina Miesowitz 
Deputy General Counsel 

Lloyd’s America, Inc. The Museum Office Building  42 West 54th Street 14th Floor New York NY 10019 www.Lloyds.com/America 

Telephone +1 212 382 4081 Fax +1 212 382 4070 Email:  Sabrina.Miesowitz@lloyds.com 

Lloyd’s is authorised under the Financial Services and Markets Act  2000 

July 19, 2018 

Via Email 

Superintendent Maria Vullo 
New York Department of Financial Services 
Chair, NAIC Reinsurance Task Force 

Re:  Proposed Revisions to Models 785 & 786 

Dear Superintendent Vullo, 

This comment letter is submitted on behalf of Underwriters at Lloyd’s, London (“Lloyd’s”) in response to 
the proposed revisions to the NAIC Credit for Reinsurance Model Law (#785) and the Credit for 
Reinsurance Model Regulation (#786) (the “Proposed Revisions”). We appreciate the opportunity to 
provide these comments. We understand that, as noted in the exposure, the Proposed Revisions are 
intended to incorporate relevant provisions of the Bilateral Agreement Between the United States of 
America and the European Union on Prudential Measures Regarding Insurance and Reinsurance (the 
“Bilateral Agreement”). At the outset Lloyd’s would like to thank the Reinsurance Task Force (“RTF”) for its 
work on this issue. The RTF has recognized the importance of implementing the Bilateral Agreement and 
has moved quickly to progress this issue.  

Lloyd’s believes that the Proposed Revisions represent a fairly straightforward incorporation of the terms 
of the Bilateral Agreement into the Models. It is clear that effort was made to follow the language of the 
Bilateral Agreement closely in order to avoid any gap between the Bilateral Agreement and its 
implementation. We were glad to see that the provisions of the Bilateral Agreement have been 
implemented in a manner that will allow the possibility for well-qualified reinsurers from vetted jurisdictions 
outside the EU to take advantage of the new Reciprocal Jurisdiction/Reinsurer regime. As we noted at the 
public hearing on this matter in February, implementation in this manner will avoid an un-level playing field 
in the global reinsurance market.  

We do have a concern regarding the requirement related to notification of a reinsurer’s participation in a 
solvent scheme of arrangement. The Bilateral Agreement requires that a reinsurer agree to make certain 
notifications and post 100% collateral if it enters into a solvent scheme of arrangement. We note that a 
similar notice requirement is contained in the certified reinsurer provisions of the NAIC Credit for 
Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation (#786). In the Proposed 
Revisions this requirement was drafted in a manner that requires a provision to be inserted into each and 
every reinsurance contract. In particular, amended Section 2(F)(1)(d)(v) of Model 785 provides1: 

Each reinsurance agreement must include a representation by the assuming insurer that it is not presently 
participating in any solvent scheme of arrangement which involves this state’s ceding insurers, and agrees to 
notify the ceding insurer and the commissioner and to provide security in an amount equal to one hundred 
percent (100%) of liabilities attributable to the ceding insurer consistent with the terms of the scheme should 
the assuming reinsurer enter into such an arrangement. 

We agree that the Reciprocal Reinsurer regime should include a requirement that the reinsurer must 
provide notice of a solvent scheme of arrangement impacting US cedants to the cedants and their 
domiciliary regulators and that the reinsurer must agree to post 100% collateral. However, we do not think 
that this obligation should be address in a reinsurance contract provision. Rather it should be a legal and 

1 The same language also appears in Section 9(C)(4)(e)  of Model 786. 
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regulatory requirement. In our experience, it is unusual that a company subject to a regulatory requirement 
not only comply with that requirement but include an affirmation of such compliance in every contract that 
such requirement relates to. We are not aware of what additional protection the proposed representation 
affords cedants. We would suggest that the language of Section 2(F)(1)(d)(v) of Model 7852 be amended 
to read as follows: 

Each reinsurance agreement must include a representation by tThe assuming insurer must confirm that it is 
not presently participating in any solvent scheme of arrangement which involves this state’s ceding insurers, 
and agrees to notify the impacted ceding insurer(s) and the commissioner and to provide security in an 
amount equal to one hundred percent (100%) of liabilities attributable to the ceding insurer(s) consistent with 
the terms of the scheme should the assuming reinsurer enter into such an arrangement. 

We also wanted to make note of one provision which applies specifically to Lloyd’s. Section 9(C)(3)(c) 
deals with the solvency ratio requirement for the Lloyd’s market. It provides: 

If the assuming reinsurer is an association including incorporated and individual unincorporated underwriters, 
a solvency ratio of one hundred percent (100%) SCR under Solvency II (or any similar successor solvency 
ratio) or an RBC of three hundred percent (300%) of the authorized control level, as applicable in the territory 

in which the assuming reinsurer has its head office or is domiciled, as applicable; 

We note that since the Lloyd’s market is domiciled in the UK which operates under Solvency II we are 
subject to this solvency regime. Lloyd’s does not operate under the RBC regime. We are aware that this 
language is included in the Bilateral Agreement and we believe that the reference to RBC in regards to 
Lloyd’s was an oversight. Since this provision contains the word “or” we believe that it is not problematic 
and Lloyd’s will be evaluated in regards to its SCR under Solvency II.  

As noted, we very much appreciate the efforts on the RTF in undertaking this implementation work. We 
look forward to continuing to work with the RTF and individual state regulators to ensure these reforms are 
adopted.   

Regards, 

2 We suggest that the same change be made to Section 9(C)(4)(e)  of Model 786. 
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Comments on June 21, 2018, Exposure Drafts 

Amendments to Credit for Reinsurance Models #785 and 786 

submitted by Robert Alan Wake, Maine Bureau of Insurance 

Overall, I strongly support the proposed amendments, which need to be a high priority.  I do 
have a number of technical suggestions for the Task Force to consider.  Suggested revisions to 
the proposed amendments follow the comments in trackmode. 

Effective date (# 785, § 2(F)(7)): By its terms, the CA applies “only to reinsurance agreements 
entered into, amended, or renewed on or after the date on which a measure that reduces collateral 
pursuant to this Article takes effect.”  One question is whether that means the statute or the 
regulation, but a more fundamental question is when collateral reduction (or rather, elimination) 
takes effect for a particular reinsurer.  Tracking the language of the CA, the current draft 
provides that Subsection 2(F) applies only to post-effective-date losses incurred and reserves 
reported under post-effective-date treaties, and not to pre-effective date treaties or losses 
(redundant, but so is the CA).  Beyond that, the draft is silent, leaving a significant hole, and 
seems to imply that regardless of when a reinsurer first requests recognition as an eligible 
reinsurer, it’s eligible to assume reinsurance from domestic insurers without posting security 
retroactive to the effective date of This State’s version of the Model Act.  This makes no sense, 
and I don’t think it’s mandated by the CA.  The Model Act and the CA do apply to all post-
effective-date losses incurred and reserves reported under post-effective-date treaties, but the 
Model Act, consistent with the CA, applies by establishing a process for recognition as an 
eligible reinsurer.  Collateral elimination should apply prospectively, as of the date that a 
particular reinsurer is recognized as eligible (subject, perhaps, to a transition process to be 
established by regulation allowing reinsurers that are already certified or can otherwise 
demonstrate that they were eligible on the effective date of the Model Act, to apply within a 
specified time window for a retroactive exemption from security requirements). 

“preceding entry into the reinsurance agreement” (#786, §§ 9(C)(5)(a) through (d)): Again 
faithfully tracking the language of the CA, the Model Regulation calls for a series of filings that 
an eligible reinsurer must make each time it enters into a reinsurance agreement that’s exempt 
from security requirements.  This seems to be the CA’s way of trying to make collateral 
elimination prospective, as discussed in the previous comment, but we should make it clearer and 
less burdensome, by requiring reinsurers to make only one set of filings, at the time they first 
request recognition as eligible reinsurers.  I’ve also suggested adding language (at # 785, § 
2(F)(1)(e) and # 786, § 9(E)(1)) giving the Commissioner the discretion to accept financial 
documentation filed with the lead state or the NAIC. 

“when the reinsurance is ceded to an assuming insurer meeting each of the conditions” (# 785, 
§ 2(F) preamble; # 786, §§ 9(A) & (C)): The conditions aren’t all conditions on the reinsurer.
Some of them are conditions on a particular reinsurance agreement.  I suppose that technically,
they could be treated as reinsurer qualifications, but that would imply that the remedy for a
defect in a reinsurance treaty would be to revoke the reinsurer’s eligibility under This
Subsection, rather than to deny or reduce the credit for that particular treaty unless and until the
defect is fixed.  I’ve suggested a reorganization that requires the reinsurance to comply, and
separates the conditions on the reinsurer (Paragraph (F)(1) of the Model Act), the jurisdiction
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(Paragraph (F)(2)), and the treaty (Paragraph (F)(3)).  Similarly, this draft establishes conditions 
that the assuming insurer must “agree to” at the time it requests recognition and listing as an 
eligible reinsurer, but doesn’t directly require the assuming insurer to actually do them.  I’ve 
proposed replacing that with a general agreement to comply with the substantive requirements, 
coupled with substantive requirements the assuming insurer must comply with on an ongoing 
basis. 

“all of the terms of which relevant to credit for reinsurance are in effect” (# 785, § 2(F)(1)(a)(i); 
# 786, § 9(B)(1)): I don’t think “in effect” is the standard we want.  The CA takes effect in 2022, 
but it strongly encourages the states to come into compliance as soon as possible, and we’re 
already in the “provisional application” stage.  The real point isn’t when it becomes legally 
binding, it’s when we’ve achieved reciprocity, which means we want to look at more than 
whether the terms are “effective” – we need to look at whether the jurisdiction is in compliance. 
Furthermore, what’s important to us for reciprocal recognition is the terms relating to reciprocity, 
and in the case of the EU, the biggest issues involve the group capital and group supervision 
terms, not the ones “relevant to credit for reinsurance.”  (We can’t interpret this as meaning 
everything in the CA is relevant to credit for reinsurance, because the “relevant” clause is 
expressly phrased as words of limitation – if some terms are relevant and some are not, the most 
likely test for relevance that a judge will apply is whether that’s part of the subject matter of a 
particular term.)  Finally, the requirement that “all” relevant terms must be in effect seems 
overbroad.  It’s possible that for some reason, some relatively inconsequential provision might 
not be fully in effect, and by its plain language it’s relevant to credit for reinsurance, but we 
decide it’s not sufficiently material to sink the whole agreement.  Or we don’t even have the 
power to make that decision, because that side term isn’t in effect but the central term requiring 
us to waive security requirements still is in effect.  (Also, if we do keep the “all relevant terms in 
effect” requirement, the two drafts phrase it slightly differently and neither version really scans 
grammatically.  It might be clearer if it were broken out as “provided that all terms of the 
agreement that are relevant to credit for reinsurance are in effect.”) 

“jurisdiction that has entered into a treaty or international agreement” (# 785, § 2(F)(1)(a); # 
786, § 9(B)(1)): The one set of jurisdictions that are nearly certain to be recognized as Reciprocal 
Jurisdictions are the EU member states.  But, as recognized in Model Act Clause (ii), they didn’t 
enter into any treaty or international agreement, any more than we did, so we need to fix Clause 
(i) to recognize the EU.

“agreement regarding credit for reinsurance” (#785, § 2(F)(1)(a)(i); # 786, § 9(B)(1)): 
“Regarding” isn’t the right word.  A treaty or agreement requiring reinsurers to post collateral 
would also be “regarding” credit for reinsurance. 

“any contemporaneous statement or statements by the duly authorized department of the United 
States,” (# 785, § 2(F)(1)(a)(i); # 786, § 9(B)(1)): I don’t think NCOIL will be the only ones 
who have concerns with such a vague and open-ended incorporation by reference into state law. 
If we need to mention this at all, it should be a statement clarifying that the Commissioner can 
consider such statements in deciding whether a potential Reciprocal Jurisdiction has met its 
obligations (or perhaps in deciding whether the treaty or agreement in question is the kind we’re 
referring to in this clause).  But I don’t think we need this language in order to be able to 
consider these statements as a guide to interpretation, and I don’t the statements can ever be 
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more than a guide to interpretation, especially if the forum where we need to defend our action is 
a federal court. 

Head office, as applicable (# 785, §§ 2(F)(1)(a) & (c); # 786, §§ 9(A) & 9(C)):  The phrase “as 
applicable” isn’t found in the Covered Agreement.  I suggest deleting it from Subparagraph 
(1)(a), because it doesn’t seem helpful.  It suggests that there are different frameworks under 
which a reinsurer might qualify, and whether we require a particular reinsurer to have its 
domicile in a reciprocal jurisdiction or to have its head office in a reciprocal jurisdiction depends 
on which of those frameworks is “applicable” to that reinsurer.  As I read the Covered 
Agreement, it implies that either one will suffice, and we don’t have the duty or the power to 
determine which one is “applicable” in a particular case.  Which begs the question what a “head 
office” is, when a company’s domicile and head office are different.  Is it an EU thing?  A 
Brexit-related thing?  If possible, we ought to have a definition that allows us to determine what 
a company’s “head office” is for purposes of the Model – the Covered Agreement implies that it 
involves some sort of recognition and quasi-domiciliary regulatory authority exercised by the 
head-office regulator.  On the other hand, the use of “as applicable” in Subparagraph (1)(c) and 
in § 9(C) of the Model Regulation makes sense, and illustrates the correct usage – if the domicile 
and the head office are different, the jurisdiction that’s “applicable” is the one we’ve recognized 
as its home regulator for purposes of Subparagraph (1)(a); however, “and is also licensed” does 
not belong here.  This is a capital requirement – the licensing requirement is separate – and the 
phrase “and is also licensed” doesn’t do anything to help us identify whose capital requirement 
we’re incorporating by reference. 

Foreign currency: Model # 786 specifies various dollar amounts, with annual exchange-rate 
adjustments for foreign currency.  But that’s not consistent with the CA, which hardwires 
specific dollar and Euro figures.  Other potential Reciprocal Jurisdictions might request similar 
treatment. 

No limit on capacity of parties to agree to contractual terms (Model # 785, § 2(F)(6)): As 
written, this gives the parties the right to opt out of any of the mandatory contractual terms.  That 
can’t be the intent, so I’ve added clarifying language. 

Legal predecessor (# 785, § 2(F)(1)(e); # 786, § 9(C)(5)(a)): If the assuming insurer has a “legal 
predecessor,” that entity is unlikely to still be around for us to impose any requirements.  If we 
need information about the predecessor, we get it from the entity that’s currently doing business 
and has submitted to our jurisdiction. 

Assuming reinsurer: We refer variously to the “assuming insurer” and the “assuming reinsurer,” 
sometimes in the same sentence, to mean the same company.  The usual terms are “assuming 
insurer” and “reinsurer.” We should either use one of those terms consistently, or use “reinsurer” 
when talking about the company in general and “assuming insurer” when in the context of a 
contract with a “ceding insurer” or with a “retrocessionaire.” 

May require security “consistent with the provisions of Section 3” (Model # 785, § 2(F)(4); 
Model # 786, § 9(F) (referencing “Section 10,” meaning current Section 10, to be renumbered 
as Section 11)): Not necessarily.  There are scenarios where a reinsurer might lose its reciprocal 
status but still be eligible for credit as a certified or accredited reinsurer or as a reinsurer 
maintaining a multibeneficiary trust. 
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“The commissioner may also require that such consent be provided and included in each 
reinsurance agreement” (# 785, § 2(F)(1)(d)(ii); # 786, § 9(C)(4)(b)(i)): The CA allows us to do 
it.  We should do it, not just give ourselves the power to do it.  (Alternatively, if there’s concern 
that the CA only allows the Commissioner to do it and not the Legislature, add the qualifier “if 
required by the Commissioner” in # 785 and then establish the requirement in # 786.)  The 
current draft also requires a funding clause (actually multiple funding clauses which I’ve 
suggested consolidating) and a warranty to the cedent that it isn’t participating in a solvent 
scheme.  We should also require all other mandatory clauses required by regulation – i.e., the 
insolvency clause and the intermediary clause.  This requirement is consistent with the CA 
because it doesn’t discriminate between US and EU reinsurers. 

“Nothing in this provision precludes an assuming insurer from providing the commissioner with 
information on a voluntary basis.”  (# 785, § 2(F)(1)(h); # 786, § 9(C)(8)): This seems to answer 
a question we’re better off not even asking.  I can see why the negotiators decided to include it in 
the CA, which regulates us, but in a regulation that regulates reinsurers, I don’t see why this 
would even be in doubt unless we raise the subject. 

Model Act (#785) 

F. (1) Credit shall be allowed when the reinsurance is ceded in accordance with the
requirements of this subsection to an assuming insurer meeting that has been recognized
by the commissioner under Paragraph (1) as eligible for credit by reciprocityeach of the
conditions set forth below. 

(1) The commissioner shall create and publish a list of assuming insurers that have
satisfied the conditions set forth in this subsection and to which cessions shall be
granted credit in accordance with this subsection. The commissioner may add an
assuming insurer to such list if an NAIC accredited jurisdiction has added such 
assuming insurer to a list of such assuming insurers or if, upon initial eligibility, 
the assuming insurer submits the information to the commissioner as required 
under Paragraph (1)(d) of this subsection and complies with any additional 
requirements that the commissioner may impose by regulation.Credit shall be 
allowed when the reinsurance is ceded to an assuming insurer meeting each of the 
conditions set forth below. 

(a) The assuming insurer must have its domicile or head office or be
domiciled in, as applicable, and be licensed in, a jurisdiction that has been
recognized as a reciprocal jurisdiction by the commissioner pursuant to
pParagraph (2) of this subsection. A “Reciprocal Jurisdiction” is a
jurisdiction that meets one of the following:

(i) A non-U.S. jurisdiction that has entered into a treaty or international
agreement with the United States regarding credit for reinsurance, all of 
the terms of which relevant to credit for reinsurance are in effect, and 
which the commissioner has recognized as a Reciprocal Jurisdiction in 
accordance with the terms and conditions of such treaty or agreement, any 
contemporaneous statement or statements by the duly authorized 

Comment [RAW1]: “Such” means “that 
kind,” not “that specific thing.” 

Comment [RAW2]: The rule seems to be 
that “this section (etc.)” takes lowercase but 
“Section (etc.) N” takes a capital, but if that’s 
the rule, it isn’t quite followed consistently. 
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department of the United States, and pursuant to regulations issued by the 
commissioner; or 

(ii) A qualified jurisdiction, as determined by the commissioner pursuant to
[Subsection 2E(3) of Credit for Reinsurance Model Law], which is not 
also a party to a treaty or international agreement referred to in subsection 
(i) above (or in the case that the European Union is a party to such treaty
or international agreement, is a member state thereof) and which meets 
certain additional requirements as specified by the commissioner in 
regulation. 

(b) The assuming insurer must have and maintain on an ongoing basis
minimum capital and surplus, or its equivalent, calculated according to the
methodology of its domicilary domiciliary or head office jurisdiction, in
an amount to be determined by the commissioner pursuant to regulation. If
the assuming reinsurer is an association, including incorporated and
individual unincorporated underwriters, it must have and maintain on an
ongoing basis minimum capital and surplus equivalents (net of liabilities),
calculated according to the methodology applicable in its domiciliary or
head office jurisdiction, and a central fund containing a balance in
amounts to be determined by the commissioner pursuant to regulation.

(c) The assuming insurer must have and maintain on an ongoing basis a
minimum solvency or capital ratio, as applicable, to be determined by the
commissioner pursuant to regulation. If the assuming reinsurer is an
association, including incorporated and individual unincorporated
underwriters, it must have and maintain on an ongoing basis a minimum
solvency or capital ratio in the territory where the assuming reinsurer has
its head office or is domiciled, as applicable, and is also licensed.

(d) The assuming insurer must consent in writing to the jurisdiction of the
courts of this state and to the appointment of the commissioner as agent
for service of process. The commissioner may also require that such
consent be provided and included in each reinsurance agreement under the
commissioner’s jurisdiction. Nothing in this provision shall limit or in any
way alter the capacity of parties to a reinsurance agreement to agree to
alternative dispute resolution mechanisms;

(e) The assuming insurer must agree and provide adequate assurance to the
commissioner, in a form specified by the commissioner pursuant to
regulation, as follows:that it will comply with the requirements of this
subsection.

(if) The assuming insurer must provide prompt written notice and explanation 
to the commissioner if: 

(i) it falls below the minimum requirements set forth in
Ssubparagraphs (b) and (c);,
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(ii) it enters into a solvent scheme of arrangement which involves this
state’s ceding insurers; 

or 

(iii) if any regulatory action is taken against it for serious
noncompliance with applicable law as determined defined by the
commissioner in regulation;

(ii) The assuming insurer must consent in writing to the jurisdiction of the
courts of this state and to the appointment of the commissioner as agent 
for service of process. The commissioner may also require that such 
consent be provided and included in each reinsurance agreement under the 
commissioner’s jurisdiction. Nothing in this provision shall limit or in any 
way alter the capacity of parties to a reinsurance agreement to agree to 
alternative dispute resolution mechanisms; 

(iiig) The assuming insurer must consent in writing to pay all final judgments 
obtained by a ceding insurer, wherever enforcement is sought, obtained by 
a ceding insurer, that have been declared enforceable in the territory where 
the judgment was obtained; 

(iv) Each reinsurance agreement must include a provision requiring the
assuming reinsurer to provide security in an amount equal to one 
hundred percent (100%) of the assuming reinsurer’s liabilities 
attributable to reinsurance ceded pursuant to that agreement if the 
assuming reinsurer resists enforcement of a final judgment that is 
enforceable under the law of the territory in which it was obtained 
or a properly enforceable arbitration award, whether obtained by 
the ceding insurer or by its resolution estate, if applicable; and 

(v) Each reinsurance agreement must include a representation by the
assuming insurer that it is not then presently participating in any 
solvent scheme of arrangement which involves this state’s ceding 
insurers, and agrees to notify the ceding insurer and the 
commissioner and to provide security in an amount equal to one 
hundred percent (100%) of liabilities attributable to the ceding 
insurer consistent with the terms of the scheme should the 
assuming reinsurer enter into such an arrangement. 

(eh) The assuming insurer, or its legal predecessor or successor, where 
applicable, must provide certain documentation to the commissioner as 
specified by the commissioner in regulation. The commissioner shall have 
the discretion to accept documentation filed with another state or with the 
National Association of Insurance Commissioners in compliance with this 
requirement.  
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(fi) The assuming insurer must maintain a practice of prompt payment of 
claims under reinsurance agreements, pursuant to criteria set forth in 
regulation. 

(gj) The assuming insurer’s supervisory authority must confirm to the 
commissioner on an annual basis, at a time determined by the 
commissioner, that the assuming reinsurer insurer complies with the 
requirements set forth in sSubparagraphs (b) and (c). 

(kh) The assuming insurer must satisfy any other requirements deemed relevant 
by the commissioner. To the extent that information or agreement is not 
required by a treaty or international agreement referred to in Subsection 
F(1)(a)(i), the failure to satisfy such other requirements will not alter the 
ability of the ceding insurer to take credit for such reinsurance. Nothing in 
this provision precludes an assuming insurer from providing the 
commissioner with information on a voluntary basis. 

(2) The commissioner shall create and publish a list of Reciprocal Jurisdictions.

(a) A “Reciprocal Jurisdiction” is a jurisdiction that meets one of the
followingis either:

(i) A non-U.S. jurisdiction that has entered into a treaty or
international agreement with the United States regarding credit for 
reinsurance,  that entitles certain assuming insurers regulated in 
that jurisdiction to assume all of the terms of which relevant to 
credit for reinsurance from United States ceding insurers without 
providing securityare in effect, , or in the case of a treaty or 
international agreement between the United States and the 
European Union, is a member state of the European Union, and 
which the commissioner has recognized as a Reciprocal 
Jurisdiction in accordance with the terms and conditions of such 
treaty or agreement, any contemporaneous statement or statements 
by the duly authorized department of the United States, and 
pursuant to regulations issued by the commissionerdetermined that 
the jurisdiction is in substantial compliance with all material terms 
of the agreement, including those requiring reciprocal treatment of 
United States insurers and reinsurers; or 

(ii) A qualified jurisdiction, as determined by the commissioner
pursuant to [Subsection 2E(3) of Credit for Reinsurance Model 
Law], which is not also a party to a treaty or international 
agreement referred to in subsection (i) above (or in the case that 
the European Union is a party to such treaty or international 
agreement, is a member state thereof) and which meets certain 
additional requirements as specified by the commissioner in 
regulation. 
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(b) A list of recommended Reciprocal Jurisdictions shall be published through 
the NAIC Committee Process. The commissioner shall consider this list in 
determining whether to recognize a jurisdiction as a Reciprocal 
Jurisdictions, and the commissioner has the discretion to defer to this list. 
The commissioner may approve a jurisdiction that does not appear on the 
list of Reciprocal Jurisdictions in accordance with criteria to be developed 
underspecified  regulations issued by the commissioner in regulation. 

(bc) The commissioner may remove a jurisdiction from the list of Reciprocal 
Jurisdictions upon a determination that the jurisdiction no longer meets the 
requirements offor a Reciprocal Jurisdiction in accordance with a process 
set forth in regulations issued by the commissioner. Upon removal of a 
Reciprocal Jurisdiction from this list, credit for reinsurance ceded to an 
assuming insurer which has its home office or is domiciled in that 
jurisdiction shall be allowed , ifonly as otherwise allowed pursuant to [cite 
to state law equivalent to Credit for Reinsurance Model Law]. 

(3) All reinsurance agreements eligible for credit under this subsection must include 
the following provisions: 

(a) A provision agreeing to submit to the jurisdiction of the courts of this state 
and to appoint the commissioner as agent for service of process; 

(ivb) Each reinsurance agreement must include aA provision requiring the 
assuming reinsurer to provide security in an amount equal to one hundred 
percent (100%) of the assuming reinsurer’s liabilities attributable to 
reinsurance ceded pursuant to that agreement if  

(i) an order of rehabilitation, liquidation or conservation is entered 
against the ceding insurer; 

(ii) the assuming insurer enters into any solvent scheme of 
arrangement which involves the ceding insurer; or 

(iii) the assuming reinsurer resists enforcement of a final judgment that 
is enforceable under the law of the territory in which it was 
obtained or a properly enforceable arbitration award, whether 
obtained by the ceding insurer or by its resolution estate, if 
applicable; and 

(cv) Each reinsurance agreement must include a representation by the 
assuming insurer that it is not then presently participating in any solvent 
scheme of arrangement which involves this state’s ceding insurers, and 
that it agrees to notify the ceding insurer and the commissioner and to 
provide security in an amount equal to one hundred percent (100%) of 
liabilities attributable to the ceding insurer consistent with the terms of the 
scheme should the assuming reinsurer enter into such an arrangement; and 

(d) Any other provisions required by the commissioner in regulation. 
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The commissioner shall create and publish a list of assuming insurers that have satisfied 
the conditions set forth in this subsection and to which cessions shall be granted 
credit in accordance with this subsection. The commissioner may add an 
assuming insurer to such list if an NAIC accredited jurisdiction has added such 
assuming insurer to a list of such assuming insurers or if, upon initial eligibility, 
the assuming insurer submits the information to the commissioner as required 
under Paragraph (1)(d) of this subsection and complies with any additional 
requirements that the commissioner may impose by regulation.(4) If the
commissioner determines that an assuming insurer no longer meets the one or 
more of the requirements under this subsection, the commissioner may revoke or 
suspend the eligibility of the assuming insurer for recognition under this 
subsection in accordance with procedures set forth in regulation. Revocation of an 
assuming insurer’s eligibility by the commissioner will require the assuming 
insurer maintain security in a form acceptable to the commissioner and consistent 
with the provisions of Section 3 or with other provisions of this section, as 
applicable. 

(5) The commissioner shall require aAn assuming insurer eligible for credit by
reciprocity under this subsection to shall post one hundred percent (100%)
security, for the benefit of the ceding insurer or its estate, upon the entry of an
order of rehabilitation, liquidation or conservation against the ceding insurer.

(6) Nothing in this subsection shall limit or in any way alter the capacity of parties to
a reinsurance agreement to agree on requirements for security or other terms in
that reinsurance agreement not inconsistent with this subsection.

(7) This subsection shall apply only to reinsurance agreements entered into, amended,
or renewed on or after the [effective date of adoption of model # 785 revisions],
and only with respect to losses incurred and reserves reported from and after the
later of (i) the [Model # 785 effective date of adoption], or (ii) the effective date
of such new reinsurance agreement, amendment, or renewal. This Reinsurance is
not eligible for credit under this subsection if it is ceded under shall not apply toa
reinsurance agreements entered into before the subsection’s applicationassuming
insurer was recognized by the commissioner under Paragraph (1) as eligible for
credit by reciprocity, or if the to ceded losses were incurred or to reserves were
posted before the assuming insurer was recognized by the commissioner under
Paragraph (1) as eligible for credit by reciprocity subsection’s application.

Model Regulation (#786) 

Section 9. Credit for Reinsurance––Reciprocal Jurisdictions 

A. Pursuant to [cite state law equivalent of Section 2F of the Credit for Reinsurance
Model Law], the commissioner shall allow credit for reinsurance ceded by a
domestic insurer to an assuming insurer that has its domicile or head office or is

Comment [RAW3]: Effective date and date 
of adoption are usually different. 
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domiciled in, as applicable, and is licensed in, a jurisdiction that has been 
recognized as a Reciprocal Jurisdiction by the commissioner, in compliance with 
this section and which meets the other requirements of this regulation. 

B. A “Reciprocal Jurisdiction” is a jurisdiction that meets one of the followingis 
either: 

(1) A non-U.S. jurisdiction that has entered into a treaty or international 
agreement with the United States that entitles certain assuming insurers 
regulated in that jurisdiction to assumeregarding credit for reinsurance 
from United States ceding insurers without providing security, , all of the 
terms of which are relevant to credit for reinsurance are in effect, 
including an agreement entered into pursuant to [Dodd–Frank Wall Street 
Reform and Consumer Protection Act, 31 U.S.C. § 314], or in the case of 
a treaty or international agreement between the United States and the 
European Union, is a member state of the European Union, and which the 
commissioner has recognized as a Reciprocal Jurisdiction in accordance 
with the terms and conditions of such treaty or agreement, any 
contemporaneous statement or statements by the duly authorized 
department of the United States, and pursuant to Subsection D of this 
regulationsection upon a determination that the jurisdiction is in 
substantial compliance with all material terms of the agreement, including 
those requiring reciprocal treatment of United States insurers and 
reinsurers; andor 

(2) Any other qualified jurisdiction, as determined by the commissioner 
pursuant to [cite state law equivalent of Section 2E(3) of the Credit for 
Reinsurance Model Law and Section 8C of the Credit for Reinsurance 
Model Regulation], which is not also a party to a treaty or international 
agreement referred to in subsection (1) above (or in the case that the 
European Union is a party to such treaty or international agreement, is a 
member state thereof) and which the commissioner determines meets all 
of the following additional requirements: 

(a) Provides that an insurer with its head office or domicile in such 
qualified jurisdiction shall receive credit for reinsurance ceded to a 
U.S.-domiciled assuming insurer in the same manner as credit for 
reinsurance is received for reinsurance assumed by insurers 
domiciled in such qualified jurisdiction; 

(b) Does not require a U.S.-domiciled assuming insurer to establish or 
maintain a local presence as a condition for entering into a 
reinsurance agreement with any ceding insurer subject to 
regulation by the non-U.S. jurisdiction or as a condition to allow 
the ceding insurer to recognize credit for such reinsurance; 

(c) Provides through statute, regulation or the equivalent in such 
qualified jurisdiction, that insurers and insurance groups that are 
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domiciled or maintain their headquarters in this state or another 
jurisdiction accredited by the NAIC shall be subject only to 
worldwide prudential insurance group supervision including 
worldwide group governance, solvency and capital, and reported, 
as applicable, by the commissioner or the commissioner of the 
domiciliary state and will not be subject to group supervision at the 
level of the worldwide parent undertaking of the insurance or 
reinsurance group by the qualified jurisdiction; 

(d) Provides through statute, regulation or the equivalent in such
qualified jurisdiction that information regarding insurers and their
parent, subsidiary, or affiliated entities, if applicable, shall be
provided to the commissioner in accordance with a memorandum
of understanding or similar document between the commissioner
and such qualified jurisdiction; and

(e) Such additional factors as may be considered in the discretion of
the commissioner.

C. Credit shall be allowed when the reinsurance is ceded to an assuming insurer
meeting in compliance with each of the conditions set forth below.

(1) The assuming insurer must have its domicile or head office or is domiciled
in, as applicable, and be licensed in, a jurisdiction that has been
recognized as a Reciprocal Jurisdiction by the commissioner.

(2) The assuming insurer must have and maintain on an ongoing basis
minimum capital and surplus, or its equivalent, calculated on an annual
basis and confirmed as set forth in Subsection C(7) according to the
methodology of its domiciliary jurisdiction, in the following amounts:

(a) No less than $250,000,000; or

(b) If the assuming reinsurer is an association, including incorporated
and individual unincorporated underwriters:

(i) Minimum capital and surplus equivalents (net of liabilities)
or own funds of the equivalent of at least $250,000,000;
and

(ii) A central fund containing a balance of the equivalent of at
least $250,000,000.

(c) In determining whether the amount of capital and surplus is
equivalent, the commissioner may rely upon foreign currency
exchange rates compiled from key market data contributors and
established as of the preceding December 31.
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(3) The assuming insurer must have and maintain on an ongoing basis a
minimum solvency or capital ratio, as applicable, as follows:

(a) A solvency ratio of one hundred percent (100%) of the solvency
capital requirement (SCR) as calculated under the Solvency II
Directive issued by the European Union, or any similar successor
solvency ratio, as applicable in the territory in which the assuming
insurer has its head office or is domiciled, as applicable;

(b) A risk-based capital (RBC) ratio of three hundred percent (300%)
of the authorized control level, calculated in accordance with the
formula developed by the NAIC, as applicable in the territory in
which the assuming insurer has its head office or is domiciled, as
applicable;

(c) If the assuming reinsurer is an association including incorporated
and individual unincorporated underwriters, a solvency ratio of one
hundred percent (100%) SCR under Solvency II (or any similar
successor solvency ratio) or an RBC of three hundred percent
(300%) of the authorized control level, as applicable in the
territory in which the assuming reinsurer has its head office or is
domiciled, as applicable; or

(dc) Such other solvency or capital ratio as the commissioner finds is
appropriate, as applicable in the territory in which the assuming 
insurer has its head office or is domiciled, as applicable; provided 
that to the extent that information or agreement is not required by a 
treaty or international agreement referred to in [cite state law 
equivalent of Section 2F(1)(a)(i) of the Credit for Reinsurance 
Model Law], the failure to satisfy such other requirements will not 
alter the ability of the ceding insurer to take credit for such 
reinsurance. In making this determination, the commissioner may 
rely upon recommendations published through the NAIC 
Committee Process. 

(4) The assuming insurer must agree to and provide adequate assurance, in the
form of a properly executed Form RJ-1 (attached as an exhibit to this
regulation), of its agreement to the following:

(a) The assuming insurer must agree to provide prompt written notice
and explanation to the commissioner if it falls below the minimum
requirements set forth in Pparagraphs (2) and (3) of this
subsection, or if any regulatory action is taken against it for serious
noncompliance with applicable law.

(b) The assuming insurer must consent in writing to the jurisdiction of
the courts of this state and to the appointment of the commissioner
as agent for service of process.

Comment [RAW4]: Seems confusing to say 
“Single assuming insurers must comply with 
the requirements of either (a) or (b).  Lloyd’s, 
on the other hand, must comply with the 
requirements of either (a) or (b).” 
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(i) The commissioner may also require that sSuch consent
shall also be provided and included in each reinsurance
agreement under the commissioner’s jurisdiction.

(ii) Nothing in this provision shall limit or in any way alter the
capacity of parties to a reinsurance agreement to agree to
alternative dispute resolution mechanisms.

(c) The assuming insurer must consent in writing to pay all final
judgments, wherever enforcement is sought, obtained by a ceding
insurer, that have been declared enforceable in the territory where
the judgment was obtained.

(d) Each reinsurance agreement must include a provision requiring the
assuming reinsurer to provide security in an amount equal to one
hundred percent (100%) of the assuming reinsurer’s liabilities
attributable to reinsurance ceded pursuant to that agreement if the
assuming reinsurer resists enforcement of a final judgment that is
enforceable under the law of the territory in which it was obtained
or a properly enforceable arbitration award, whether obtained by
the ceding insurer or by its resolution estate, if applicable.

(e) Each reinsurance agreement must include a representation by the
assuming insurer that it is not presently participating in any solvent
scheme of arrangement which involves this state’s ceding insurers,
and agrees to notify the ceding insurer and the commissioner and
to provide security in an amount equal to one hundred percent
(100%) of liabilities attributable to the ceding insurer consistent
with the terms of the scheme should the assuming reinsurer enter
into such an arrangement.

(f) The assuming insurer must agree in writing to meet the applicable
information filing requirements as set forth in Paragraph (5) of this
subsection.

(5) The assuming insurer, or its legal predecessor or successor, where
applicable, must provide the following documentation to the
commissioner:

(a) For the two years preceding entry into the reinsurance
agreementthe assuming insurer’s request to be listed by the
commissioner as eligible for credit by reciprocity, and on an
annual basis thereafter, the assuming reinsurer’s or its legal
predecessor’s annual audited financial statements, in accordance
with the applicable law of the territory of its head office or
domiciliary jurisdiction, as applicable, including the external audit
report;
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(b) For the two years preceding the assuming insurer’s request to be
listed by the commissioner as eligible for credit by reciprocityentry
into the reinsurance agreement, the solvency and financial
condition report or actuarial opinion, if filed with the assuming
reinsurer’s supervisor;

(c) Prior to entry the assuming insurer’s request to be listed by the
commissioner as eligible for credit by reciprocity,into the
reinsurance agreement and not more than semi-annually thereafter,
an updated list of all disputed and overdue reinsurance claims
outstanding for 90 days or more, regarding reinsurance assumed
from ceding insurers from this state; and

(d) Prior to the assuming insurer’s request to be listed by the
commissioner as eligible for credit by reciprocity,entry into the
reinsurance agreement and not more than semi-annually thereafter,
information regarding the assuming reinsurer’s assumed
reinsurance by ceding company, ceded reinsurance by the
assuming reinsurer, and reinsurance recoverable on paid and
unpaid losses by the assuming reinsurer to allow for the evaluation
of the criteria set forth in Paragraph (6) of this subsection.

(6) The assuming insurer must maintain a practice of prompt payment of
claims under reinsurance agreements. The lack of prompt payment will be
evidenced if any of the following criteria is met:

(a) More than fifteen percent (15%) of the reinsurance recoverables
from the assuming insurer are overdue and in dispute as reported to
the commissioner or other supervisor of the assuming insurer;

(b) More than fifteen percent (15%) of the assuming reinsurer’s ceding
insurers or reinsurers have overdue reinsurance recoverable on
paid losses of 90 days or more which are not in dispute and which
exceed for each ceding insurer $100,000, or its equivalent
calculated by reference to foreign currency exchange rates
compiled from key data contributors and established as of the
preceding December 31; or

(c) The aggregate amount of reinsurance recoverable on paid losses
which are not in dispute, but are overdue by 90 days or more,
exceeds $50,000,000, or its equivalent calculated by reference to
foreign currency exchange rates compiled from key data
contributors and established as of the preceding December 31.

(7) The assuming insurer’s supervisory authority must confirm to the
commissioner on an annual basis that the assuming reinsurer complies
with the requirements set forth in Paragraphs (2) and (3) of this
subsection.
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(8) If applicable provisions of a treaty or international agreement establishes
figures denominated in a Reciprocal Jurisdiction’s currency that supersede 
some or all of the U.S. dollar figures specified in this subsection, those 
provisions shall control. Otherwise, unless the commissioner agrees to use 
some different procedure at the request of a particular Reciprocal 
Jurisdiction, the commissioner shall calculate the dollar equivalent of 
foreign currency annually by reference to foreign currency exchange rates 
compiled from key data contributors and established as of the preceding 
December 31. 

(89) The assuming insurer must satisfy any other requirements for recognition
deemed relevant by the commissioner. Nothing in this provision precludes
an assuming insurer from providing the commissioner with information on
a voluntary basis. To the extent that information or agreement is not
required by a treaty or international agreement referred to in [cite state law
equivalent of Section 2F(1)(a)(i) of the Credit for Reinsurance Model
Law], the failure to satisfy such other requirements will not alter the
ability of the ceding insurer to take credit for such reinsurance.

D. The commissioner shall create and publish a list of Reciprocal Jurisdictions.

(1) A list of recommended Reciprocal Jurisdictions shall be published through
the NAIC Committee Process. The commissioner shall consider this list in
determining Reciprocal Jurisdictions, and the commissioner has the
discretion to defer to this list. The commissioner may approve a
jurisdiction that does not appear on the list of Reciprocal Jurisdictions as
provided by applicable law, regulation, or in accordance with criteria
published through the NAIC Committee Process.

(2) The commissioner may remove a jurisdiction from the list of Reciprocal
Jurisdictions upon a determination that the jurisdiction no longer meets
one or more of the requirements of a Reciprocal Jurisdiction, as provided
by applicable law, regulation, or in accordance with a process published
through the NAIC Committee Process. Upon removal of a Reciprocal
Jurisdiction from this list credit for reinsurance ceded to an assuming
insurer domiciled in that jurisdiction shall be allowed, if otherwise
allowed pursuant to [cite to state law equivalent of Credit for Reinsurance
Model Law].

Drafting Note: It is anticipated that the NAIC will develop criteria and a process with respect to 
Reciprocal Jurisdictions that is similar to the NAIC Process for Developing and Maintaining the NAIC 
List of Qualified Jurisdictions. The NAIC and the states intend to communicate and coordinate with the 
U.S. Department of Treasury and United States Trade Representative and other relevant federal 
authorities with respect to the evaluation of Reciprocal Jurisdictions, as appropriate. 

E. The commissioner shall create and publish a list of assuming insurers that have
satisfied the conditions set forth in this section and to which cessions shall be
granted credit in accordance with this section.
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(1) If an NAIC accredited jurisdiction has determined that the conditions set
forth in Subsection C have been met, the commissioner has the discretion
to defer to that jurisdiction’s determination, and add such assuming insurer
to the list of assuming insurers to which cessions shall be granted credit in
accordance with this subsection. The commissioner may accept financial
documentation filed with the other accredited jurisdiction or with the
NAIC in satisfaction of the filing requirements of Subparagraphs (a) and
(b) of Subsection C(5).

(2) When requesting that the commissioner defer to another NAIC accredited
jurisdiction’s determination, an assuming insurer must submit a properly
executed Form RJ-1 and additional information as the commissioner may
require. A state that has received such a request will notify other states
through the NAIC Committee Process and provide relevant information
with respect to the determination of eligibility.

F. If the commissioner determines that an assuming insurer no longer meets one or
more of the requirements under this section, the commissioner may revoke or
suspend the eligibility of the assuming insurer for recognition under this section.
If an assuming reinsurer no longer satisfies one of the requirements under this
section, the commissioner may require the assuming reinsurer to post security in
accordance with Section 7, 8 or 11, as applicable0, or adopt any similar
requirement that will have substantially the same regulatory impact as security, in
order for the commissioner to allow credit for reinsurance ceded by a domestic
insurer to an assuming reinsurer. Before denying statement credit or imposing a
requirement to post security or adopting any similar requirement that will have
substantially the same regulatory impact as security, the commissioner shall:

(1) Communicate with the ceding insurer, the assuming reinsurer, and the
assuming reinsurer’s supervisory authority that the assuming reinsurer no
longer satisfies one of the conditions listed in Subsection C of this section;

(2) Provide the assuming reinsurer with 30 days from the initial
communication to submit a plan to remedy the defect, and 90 days from
the initial communication to remedy the defect, except in exceptional
circumstances in which a shorter period is necessary for policyholder and
other consumer protection;

(3) After the expiration of 90 days or less, as set out in (2), if the
commissioner determines that no or insufficient action was taken by the
assuming reinsurer, the commissioner may impose any of the requirements
as set out in this Ssubsection; and

(4) Provide a written explanation to the assuming reinsurer of any of the
requirements set out in this Ssubsection.
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© 2018 Property Casualty Insurers Association of America 

Robert W. Woody 
Vice President, Policy 

July 23, 1018 

Honorable Maria T. Vullo 
Chair 
Reinsurance Task Force 
National Association of Insurance Commissioners 
1100 Walnut Street 
Suite 1500 
Kansas City, MO 64106-2197 

RE:  Proposed Revisions to Credit for Reinsurance Model Law and Regulation 

Dear Superintendent Vullo: 

The Property Casualty Insurers Association of America (PCI) is pleased to offer the following comments 
on the proposed changes to the Credit for Reinsurance Model Law (785) and Model Regulation (786).  
PCI is composed of approximately 1,000-member companies and 340 insurance groups, representing 
the broadest cross section of home, auto, and business insurers of any national trade association.  

The proposed changes would create a new category or foreign jurisdiction to be known as “Reciprocal 
Jurisdictions.”  These would include countries that have entered into a treaty or other international 
agreement with the United States governing credit for reinsurance, but also other jurisdictions that have 
already been designated as a Qualified Jurisdiction and that meet certain other requirements.  
Reinsurers domiciled or headquartered in Reciprocal Jurisdictions would not be required to post 
collateral.   

When the Reinsurance Task Force held its hearing on this issue on February 20, PCI testified that the 
NAIC’s top priority in making these changes should be to ensure that any jurisdictions that are not a 
party to an international agreement must not get the benefit of zero collateral unless they recognize the 
U.S. system of regulation as being equivalent to those of foreign jurisdictions such that U.S. insurers and 
reinsurers will not be subject to global group supervision and solvency requirements that differ from 
those in the U.S.  PCI is therefore pleased that the proposed changes to the Model Regulation provide 
that a Reciprocal Jurisdiction may not subject U.S. insurers to global group supervision rules unless those 
requirements are consistent with those of the state granting credit for reinsurance to a ceding insurer or 
the ceding insurer’s domiciliary state.  However, while this is positive, it falls short of an absolute 
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requirement that the jurisdiction provide full mutual recognition of the entire U.S. system of regulation. 
PCI urges the Task Force to add broader language clarifying that full mutual recognition is required.   

PCI is pleased that Reciprocal Jurisdiction status would also be denied to any jurisdiction that requires 
U.S. reinsurers to maintain a local presence as a condition of doing business in non-US jurisdictions. As 
the Task Force is aware, some foreign jurisdictions have sought to impose such requirements on U.S. 
reinsurers in the past, and it is therefore vital that the future imposition of such requirements would 
disqualify a foreign country from Reciprocal Jurisdiction status.   

PCI notes that the important requirements noted above have been included in Paragraph B of Section 9 
of the Model Regulation but have not been included in the proposed changes to the Model Law.  
Because they are of such critical importance, PCI strongly urges that these requirements be included in 
the Model Law as well. The NAIC should also carefully consider including the provisions of Paragraphs C, 
D, E, and F in the Model Law as well as this would make it clear that all of the requirements for 
becoming a Reciprocal Jurisdiction are important and could reduce the potential for unhelpful variations 
in state regulations.   

The proposed revisions to the Model Law (in Section F(1)(h)) and the Model Regulation (in Section 9 
B(e)) include “catch-all” provisions under which any state regulator can supplement the requirements 
set forth in the models with additional requirements for qualifying as a Reciprocal Jurisdiction.  While 
we recognize that this is a common feature of NAIC models, we are also concerned that a decision by 
individual state regulators to add to the requirements of the models could prompt some foreign 
jurisdictions to seek new covered agreements with the U.S. to avoid varying state requirements. PCI 
members would prefer to avoid additional covered agreements being negotiated and would therefore 
urge the Task Force to consider eliminating these “catch all” provisions.  The requirements set forth in 
the models are extensive and, subject to our comments above, we believe they generally set 
appropriate criteria for qualification as a Reciprocal Jurisdiction.   

Thank you for consideration of PCI’s comments. 

Sincerely, 

Robert W. Woody 
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Telephone: (202) 638-3690 

REINSURANCE ASSOCIATION OF AMERICA  Facsimile: (202) 638-0936 

1445 New York Avenue, N.W., 7th Floor, Washington, D.C. 20005 http://www.reinsurance.org

July 23, 2018 

Superintendent Vullo, Chair 

Reinsurance (E) Task Force 

National Association of Insurance Commissioner 

c/o Mr. Jake Stultz 

Via e-mail jstultz@naic.org 

Re: NAIC Request for Comments on Proposed Revisions to Credit for Reinsurance 

Model Law and Regulation to Address the Covered Agreement 

Dear Superintendent Vullo: 

The Reinsurance Association of America appreciates the opportunity to submit comments on the 

proposed revisions to the Credit for Reinsurance Model Law (#785) and the Credit for Reinsurance 

Model Regulation (#786) to address implementation of the reinsurance collateral provisions of the 

Bilateral Agreement Between the United States of America and the European Union on Prudential 

Measures Regarding Insurance and Reinsurance (“Covered Agreement”), which was signed 

September 22, 2017.  The Reinsurance Association of America (RAA) is a national trade 

association representing reinsurance companies doing business in the United States.  RAA 

membership is diverse, including reinsurance underwriters and intermediaries licensed in the U.S. 

and those that conduct business on a cross-border basis.  

The RAA appreciates the tremendous and timely progress made by the NAIC with respect to 

implementation of the Covered Agreement.  While the RAA agrees with the overall approach 

achieved by the proposed revisions to the model law and regulation, we respectfully submit these 

comments in conjunction with oral comments to be presented at the 2018 Summer National 

Meeting of the Task Force in Boston in August.   

Reciprocal Jurisdiction Requirements 

The NAIC should add the delineated requirements that a qualified jurisdiction must satisfy to be 

deemed a Reciprocal Jurisdiction in model law Section 2(F)(1)(a)(ii), as opposed to only listing 

them in model regulation Section 9(B)(2).  Uniformity in the states with respect to implementation 

of the model law and regulation is critical.  In addition, including the requirements in the model 

law gives the requirements more legal force and avoids potential or perceived uncertainty for 

jurisdictions seeking Reciprocal Jurisdiction status.   

Further, the inclusion of several provisions in both the model law and regulation create the 

appearance that Reciprocal Jurisdictions that do not have a formal treaty or other agreement with 

the U.S. could be subject to additional requirements than those contained in the Covered 
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Agreement and, therefore, could be subject to more requirements than EU member states under 

the Covered Agreement.  These provisions include: 

• “which meets certain additional requirements as specified by the commissioner in

regulation” at the end of the paragraph in model law Section 2(F)(1)(a)(ii);

• “[t]he assuming insurer must satisfy any other requirements deemed relevant by the

commissioner” in model law Section 2(F)(1)(h); and

• “[s]uch additional factors as may be considered in the discretion of the commissioner” in

model regulation Section 9(B)(2)(e).

These provisions create uncertainties regarding the imposition of additional requirements at the 

commissioner’s discretion and the potential for an unlevel playing field for such Reciprocal 

Jurisdictions.  We recommend deleting these phrases or adding a qualifier to provide a level of 

certainty. 

In addition, model regulation Section 9(B)(2)(c) specifies that a Reciprocal Jurisdiction must 

provide, through statute, regulation or the equivalent, “that insurers and insurance groups that are 

domiciled or maintain their headquarters in this state or another jurisdiction accredited by the 

NAIC shall be subject only to worldwide prudential insurance group supervision including 

worldwide group governance, solvency and capital, and reported, as applicable, by the 

commissioner or the commissioner of the domiciliary state and will not be subject to group 

supervision at the level of the worldwide parent undertaking of the insurance or reinsurance group 

by the qualified jurisdiction.”  While we appreciate the intent of this language, we believe that the 

language should be clarified to require recognition of the overall U.S. state regulatory system, 

including group supervision and group capital.  We also recommend that the language track the 

Covered Agreement language more closely.  At a minimum, we suggest the following 

modifications to this provision: 

(c) Provides through statute, regulation or the equivalent in such qualified jurisdiction, in

recognition of the U.S. state regulatory system, including its approach to group supervision

and group capital, that insurers and insurance groups that are domiciled or maintain their

headquarters in this state or another jurisdiction accredited by the NAIC shall be subject only

to worldwide prudential insurance group supervision including worldwide group

governance, solvency and capital, and reported, as applicable, by the commissioner or the

commissioner of the domiciliary state, and will not be subject to group supervision at the

level of the worldwide parent undertaking of the insurance or reinsurance group by the

qualified jurisdiction.

Model law section (F)(1)(g) states that “[t]he assuming insurer’s supervisory authority must 

confirm to the commissioner on an annual basis, at a time determined by the commissioner, that 

the assuming reinsurer complies with the requirements set forth in subparagraphs (b) and (c).  To 

achieve uniformity and avoid uncertainty for insurers and reinsurers, the NAIC should delete the 

reference to “at a time determined by the commissioner” or consider setting a specific time for 

compliance. 

In model regulation Section 9(C)(6)(a), the paragraph should reference either the annual statement 

and/or the preceding December 31.  We recommend revising the language as follows:  “…overdue 
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and in dispute as reported to the commissioner or other supervisor of the assuming insurer as of 

the preceding December 31…” 

Equal Treatment for U.S.-Accredited Jurisdictions 

The NAIC should consider how the proposed revisions to the Model Law and Regulation impact 

the treatment of U.S. reinsurers in the United States.  U.S. domiciled reinsurers should have the 

same access to U.S. markets that is afforded to reinsurers subject to the Covered Agreement or 

under the proposed Reciprocal Jurisdiction category.  The NAIC should include specific language 

that extends the same eligibility for collateral treatment to reinsurers domiciled and licensed in any 

NAIC accredited state as those extended to reinsurers domiciled in the EU or any other Reciprocal 

Jurisdiction.  A domestic reinsurer in an accredited state logically should receive the benefit in all 

other states without the need for separate licenses in each state when writing reinsurance in the 

U.S.  Currently, a U.S. domestic reinsurer must obtain a license in all 50 states to get the same 

collateral treatment that would be accorded to Reciprocal Jurisdictions from the EU or another 

Reciprocal Jurisdiction under the proposed revisions as well as the language of the Covered 

Agreement.  We propose to expand the definition of Reciprocal Jurisdiction by adding the 

following language in the model law as Section 2(F)(1)(a)(iii) and in the model regulation as 

Section 9(B)(3): 

U.S. jurisdictions that meet the requirements for accreditation under the NAIC financial 

standards and accreditation program shall be recognized as Reciprocal Jurisdictions. 

Reciprocal Jurisdictions: Enforcement and Resulting Benefits 

In the current model law Section 2(E)(3)(a) and regulation Section 8(C)(2), the qualified 

jurisdiction rules provide that the reinsurance supervisory system of the non-U.S. jurisdiction will 

be evaluated, “both initially and on an ongoing basis, and consider the rights, benefits and the 

extent of reciprocal recognition afforded by the non-U.S. jurisdiction to reinsurers licensed and 

domiciled in the U.S.”  A jurisdiction currently must submit to this ongoing review to maintain its 

status as a Qualified Jurisdiction.  To ensure that any Reciprocal Jurisdiction complies with its 

obligations on an ongoing basis, we believe that the NAIC must: (1) require an MoU with any 

Reciprocal Jurisdiction (other than the E.U.), or make appropriate amendments to an existing 

MoU; and (2) develop a more robust and immediate system to deal with non-compliance. 

As noted in a “Drafting Note” in the proposed revisions to the model regulation, the NAIC 

Qualified Jurisdiction (E) Working Group has a Process document that sets forth the rules for 

developing and maintaining the qualified jurisdiction list.  These rules provide that “[i]f the 

Qualified Jurisdiction Working Group finds the jurisdiction to be out of compliance at any time 

with the requirements to be a Qualified Jurisdiction, the specific reasons will be documented in a 

report to the jurisdiction under review, and the status as a Qualified Jurisdiction may be placed on 

probation, suspended or revoked.”  The NAIC process should include timely review and 

enforcement of Qualified Jurisdiction and new Reciprocal Jurisdiction rules. 

The consequences to a Reciprocal Jurisdiction that fails to comply with the terms of its status must 

be immediate and objective.  When formulating the rules for Reciprocal Jurisdictions, the NAIC 

Attachment Four 

Page 66 of 71



should include a requirement that a jurisdiction’s status will be immediately suspended for 

prospective business upon a showing of material differential treatment of a U.S.-based reinsurer. 

Additionally, similar rules and procedures should be created for when an assuming insurer located 

in a Reciprocal Jurisdiction violates any condition necessary to qualify for zero collateral.  

Insolvency Language 

In model law Section (F)(5), the language of the model law should more closely track the language 

contained in the Covered Agreement.  The model law states that “[t]he commissioner shall require 

an assuming insurer under this subsection to post one hundred percent (100%) security, for the 

benefit of the ceding insurer or its estate, upon the entry of an order of rehabilitation, liquidation 

or conservation against the ceding insurer.”  The Covered Agreement in Article 3, Section 4(k) 

states that “[i]f subject to a legal process of resolution, receivership or winding-up proceedings as 

applicable, the ceding insurer, or its representative, may seek and, if determined appropriate by the 

court in which the resolution, receivership or winding-up proceedings is pending, may obtain an 

order requiring that the assuming reinsurer post collateral for all outstanding ceding liabilities.”  

The language in the draft model law is broader than that contained in the Covered Agreement.   

Revising this language to conform to the Covered Agreement language would avoid any conflicts 

or confusion. 

Other Considerations for States’ Implementation of Covered Agreement 

As an immediate indication that the NAIC and states will be implementing the Covered Agreement 

terms in good faith, the NAIC and the states may wish to consider relaxing the collateral 

requirements and those applicable to reinsurers from Reciprocal Jurisdictions in accordance with 

the Covered Agreement.  For example, the Covered Agreement suggests reducing the collateral 

requirements to 0 over 5 years by reducing the requirements by 20% each year.  Another 

suggestion is that the state regulators, NAIC and the NAIC’s Reinsurance Financial Analysis (E) 

Working Group (REFAWG) could relax the requirement that reinsurers from Reciprocal 

Jurisdictions provide reconciled financial statements or relieve them from providing actuarial 

opinions when they are not required to provide actuarial opinions to their non-U.S. based 

supervisor. 

Technical Edits 

The word “reported” in model regulation Section 9(B)(2)(c) should be “reporting”. 

The proposed model Reinsurance Certificate, Form RJ-1, contains minor typos that we suggest be 

edited as follows: 

#6 (first line):  “Agrees that it in each reinsurance agreement…” 

#6 (second line):  “…if the assuming reinsurer resists enforcement of a final…” 
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The RAA appreciates the opportunity to offer comments and work with the NAIC to effectively 

implement the Covered Agreement.  We look forward to continued collaboration as the NAIC 

process advances.  Please do not hesitate to contact us with any questions or concerns. 

Sincerely, 

Frank Nutter Karalee Morell 

President Senior Vice President & General Counsel 
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Re: NAIC Proposed Revisions to Credit for Reinsurance Models 785 & 786 

Dear Mr. Stultz and Mr. Schelp, 

Overview 

Thank you for the opportunity to comment on the proposed revisions to the NAIC's Credit for 
Reinsurance Model Law and Credit for Reinsurance Model Regulation.  The NAIC's work to 
implement the collateral reform aspects of the US-EU Covered Agreement are important to Swiss Re.  
In particular, the ability of re/insurers from qualified non-EU jurisdictions, such as Switzerland, to 
follow the same collateral rules as re/insurers in the EU is essential to prevent the creation of an 
uneven playing field.  As a general principle, Swiss Re believes that re/insurers from a highly 
regarded regulatory jurisdiction should be allowed to assume risk freely on a cross-border basis. This 
principle seems to be supported by the NAIC, given the provisions in the proposed revisions that 
extend collateral changes and reciprocal jurisdiction considerations to companies and jurisdictions 
beyond the EU. 

While the proposed revisions recognize this key consideration, there are instances in the draft where 
requirements deviate from the Covered Agreement and create disparate treatment between EU and 
non-EU re/insurers.  The Covered Agreement delegates to the states and the NAIC important 
implementation powers and we appreciate the NAIC’s leadership and this Task Force’s leadership in 
moving ahead with the necessary work.  Eliminating unnecessary inconsistencies and disparate 
treatment will be beneficial to both regulators and industry, and it will deter the other jurisdictions 
from seeking covered agreements.   

For these reasons, Swiss Re recommends eliminating the inconsistencies between the Covered 
Agreement and the Credit for Reinsurance Models and treating all recognized reinsurers from 
Reciprocal Jurisdictions, whether subject to a Covered Agreement or not,  the same. 

Mr. Jake Stultz 
Senior Accounting Policy Advisor 
Mr. Dan Schelp 
Managing Counsel 
National Association of Insurance Commissioners 
1100 Walnut Street 
Kansas City, MO 64016-2197 
jstultz@naic.org 
dschelp@naic.org 

Swiss Re America Holding Corporation 
175 King Street 
Armonk, NY 10504 

July 23, 2018 
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Comments on specific provisions 

1. Model Law, Subsection F.(1)(b) and F.(1)(c) – because the Covered Agreement specifies
minimum capital and surplus requirements and solvency ratios for EU re/insurers, the section
leaves open the possibility for disparate treatment of non-EU re/insurers.

2. Model Law, Subsection F.(1)(h) – this subsection specifically authorizes additional
requirements as deemed relevant by the Commissioner, but makes such additional
requirements applicable only to non-EU re/insurers.  Such disparate treatment is
unnecessary.

3. Model Law, Subsection F.(5) – the express requirement for assuming insurers to post 100%
collateral in the event of a cedent's rehabilitation, liquidation or conservation is inconsistent
with the Covered Agreement provision addressing the same issue.  The Covered Agreement
provides the opportunity for court ordered 100% collateral, rather than outright imposition of
the collateral.

4. Model Regulation, Subsection 9.C.(3) – because the Covered Agreement specifies minimum
capital and surplus requirements and solvency ratios for EU re/insurers, the section leaves
open the possibility for disparate treatment of non-EU re/insurers.

5. Model Regulation, Subsection 9.B.(2)(e) – this subsection specifically authorizes additional
factors may be considered at the discretion of the Commissioner when determining
Reciprocal Jurisdiction status, but such discretion would only be available when determining
the status of non-EU jurisdictions.  Such disparate treatment is unnecessary.

6. Model Regulation, Subsection 9.C.(8) – this subsection specifically authorizes additional
requirements as deemed relevant by the Commissioner, but makes such additional
requirements applicable only to non-EU re/insurers.  Such disparate treatment is
unnecessary.

7. Effective Date – while the effective date for the new proposed subsection tracks the effective
date language in the Covered Agreement, it is inconsistent with the effective date language
applicable to the current certified reinsurer provisions.  The current certified reinsurer
provisions themselves are not without controversy and confusion.  In fact, some states have
altered the effective date provisions when adopting the model law and regulation to eliminate
the second sentence.  Swiss Re suggest that now would be a good opportunity for the NAIC
to provide clarity on the application of all collateral reform provisions and make the
application of the effective dates consistent between the two sections.  Specifically, we
recommend using a modification of the first sentence from the certified reinsurer subsection
of the model regulation (a sentence that has been used in multiple states as a less confusing
alternative to the current regulation language):  "Credit for reinsurance under this section
shall apply only to reinsurance contracts entered into or renewed on or after the effective
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date of the recognition of the assuming insurer."  Similarly, the current provisions in the model 
regulation should be amended to delete the second sentence in Section 8(A)(5). 

We look forward to working with state regulators and the NAIC to refine the necessary revisions and 
implement them in the states.  .  Please let us know if there are questions. 

Yours sincerely, 

Matthew Wulf  
Head State Regulatory Affairs Americas 
Swiss Re Americas 

Stephanie Rawe 
Head Technical Regulation Americas 
Swiss Re Americas 
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