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insurer’s accreditation has been revoked by the commissioner, or if the reinsurance was ceded while the 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

 

(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. 
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(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
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(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. 

 

(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 1011 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 
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E. Mandatory Funding Clause. In addition to the clauses required under Section 1415
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Drafting Note: Nothing in this subparagraph is intended to enhance or limit the authority of U.S. state insurance regulation with respect to the group-wide 

supervision of insurance holding company systems pursuant to the state law equivalent of the NAIC Insurance Holding Company System Regulatory Act 
(#440) and Insurance Holding Company System Model Regulation (#450), or other applicable state law. 

 

(d) Provides written confirmation by a competent regulatory authority 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, including but not limited to the International Association of 

Insurance Supervisors Multilateral Memorandum of Understanding or other multilateral 

memoranda of understanding coordinated by the NAIC.  

 

C. Credit shall be allowed when the reinsurance is ceded from an insurer domiciled in this state to an 

assuming insurer meeting each of the conditions set forth below. 
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more, regarding reinsurance assumed from ceding insurers domiciled in the United 

States; and 

 

(d) Prior to entry into the reinsurance agreement and not more than semi-annually thereafter, 

information regarding the assuming insurer’s assumed reinsurance by ceding insurer, 

ceded reinsurance by the assuming insurer, and reinsurance recoverable on paid and 

unpaid losses by the assuming insurer to allow for the evaluation of the criteria set forth 

in Paragraph (6) of this subsection. 

 
Drafting Note: In order to facilitate multi-state recognition of assuming insurers and to encourage uniformity among the states, the NAIC has initiated a 
process called “passporting” under which the commissioner has the discretion to defer to another state’s determination with respect 
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E. The commissioner shall timely 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. The commissioner may accept financial documentation 

filed with another NAIC accredited jurisdiction or with the NAIC in satisfaction of the 

requirements of Subsection C. 

 

(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.  

 

(1) While an assumi
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Pursuant to Section [cite state law equivalent of Section 2F2G 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, F 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 jurisdict
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(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 in 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 expen
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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 
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(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 

liabil



N
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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 in 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. 

 

Section 1314. Other Security 

 

A ceding 
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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) 

 

 

 



N
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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 _____________________________________,
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Form CR-F – PART 2 

Ceded Reinsurance as of December 31, Current Year (000 Omitted) 
 

1 2 3 4 5
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Form CR-S – PART 1 – SECTION 1 

Reinsurance Assumed Life Insurance, Annuities, Deposit Funds and Other Liabilities  

Without Life or Disability 
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Form CR-S – PART 1 – SECTION 2 

Reinsurance Assumed Accident and Health Insurance Listed by Reinsured Company as of December 31, Current Year 
 

1 

 

 

Company 

Code or 

ID 

Number 

2 

 

 

 

 

 

3 

 

 

 

 

Effective 

Date 

4 

 

 

 

Name 

of 

Reinsured 

5 

 

 

 

 

Domiciliary 

Jurisdiction 

6 

 

 

Type 

of 

Reinsurance 

Assumed 

7 

 

 

 

 

 

Premiums 
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