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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 firstateiment

credit is claimed or a financial statement is filed to ensure that requisite conditions for credit exist at the time thiéscotimed or
reported and that the conditions remained satisfied at all times thereafter until information reported in one statemeneplased by
information reported in a subsequently filed statement. Insurers are to satisfy requisite conditions at the time cresittakén and

shall maintain compliance at all times thereafter in which the credit is taken. The drafters believe the requirementetpdieap, not
periodic.
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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 thjefcréo the
application of the state’s credit for reinsurance standards as the result of the imposition of licensure requirementoaeddktory

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 -ARwith the commissioner as evidence of its
submission to this state’s authority to examine its books and records.
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(3)

Credit for Reinsurance Model Regulation

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.

(@)

The trust fund for a group including incorporated and individual unincorporated
underwriters shall consist of:

(i)

(ii)

(iif)

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;

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

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.
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3)

(@)

(b)

(c)

Credit for Reinsurance Model Regulation

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;

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

Have been designated as Class One or Class Two by the Securities Valuation
Office of the NAIC;

© 2019 National Association of Insurance Commissioners






MO-

Credit for Reinsurance Model Regulation









NAIC Model Laws, Regulations, Guidelines and Other ResolBoeswer 2019

(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:

@) 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.

(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.

(© 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:

0] Standard & Poor’s;

(i) 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:

(@) 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:
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Ratings Best S&P Moody's Fitch
Secure-1 A++ AAA Aaa AAA
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(1) The liquidation priority of obligations to a ceding insurer in the certified
reinsurer’s domiciliary jurisdiction in the context of an insolvency proceeding;

()] 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
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(8)

(c)

(d)

(e)

(f)

(@)

Credit for Reinsurance Model Regulation

Annually, the report of the independent auditor on the financial statements of
the insurance enterprise, on the basis described in Subsection (d) below;

Annually, the most recent audited financial statements, regulatory filings, and
actuarial opinion (as filed with the certified reinsurer's supervisor, with a
translation into English). Upon the initial certification, audited financial
statements for the last two (2) years filed with the certified reinsurer's
supervisor;

At least annually, an updated list of all disputed and overdue reinsurance claims
regarding reinsurance assumed from U.S. domestic ceding insurers;

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

Any other information that the commissioner may reasonably require.

Change in Rating or Revocation of Certification.

(@)

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
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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 ndhS. 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 AdrS. assuming
insurer is eligible to be recognized as a qualified jurisdiction, the commissioner shall
evaluate the reinsurance supervisory system of the-bb8. jurisdiction, both initially
and on an ongoing basis, and consider the rights, benefits and the extent of reciprocal
recognition afforded by the nok).S. jurisdiction to reinsurers licensed and domiciled in
the U.S. The commissioner shall determine the appropriate approach for evaluating the
gualifications 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:

(@) 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.

(€)
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(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.
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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
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(b) If the assuming insurer is domiciled in a Reciprocal Jurisdiction as defined in
Section 9B(2), a ridkased capital (RBC) ratio of three hundred percent (300%)
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(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;

(b) More than fifteen percent (15%) of the assuming insurer’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 as otherwise specified in a covered agreement; or

© 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 as
otherwise specified in a covered agreement.

) The assuming insurer’s supervisory authority must confirm to the commissioner on an
annual basis that the assuming insurer complies with the requirements set forth in
Paragraphs (2) and (3) of this subsection.

(8) Nothing in this provision precludes an assuming insurer from providing the
commissioner with information on a voluntary basis.

D. The commissioner shall timely create and publish a list of Reciprocal Jurisdictions.

D A list of Reciprocal Jurisdictions is published through the NAIC Committee Process. The
commissioner’s list shall include any Reciprocal Jurisdiction as defined under Section
9B(1) and (2), and shall consider any other Reciprocal Jurisdiction included on the NAIC
list. The commissioner may approve a jurisdiction that does not appear on the NAIC list
of Reciprocal Jurisdictions as provided by applicable law, regulation, or in accordance
with criteria published through the NAIC Committee Process

(2)

© 2019 National Association of Insurance Commissioners MO-786-23



MO-786-24

(1)

(2)

Credit for Reinsurance Model Regulation

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.

When requesting that the commissioner defer to another NAIC accredited jurisdiction’s
determination, an assuming insurer must submit a properly executed ForinaRd-
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.

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 assuming insurer’s eligibility is suspended, no reinsurance agreement issued,
amended or renewed after the effective date of the suspension qualifies for credit
except to the extent that the assuming insurer's obligations under the contract are
secured in accordance with Section 11.

If an assuming insurer’s eligibility is revoked, no credit for reinsurance may be granted
after the effective date of the revocation with respect to any reinsurance agreements
entered into by the assuming insurer, including reinsurance agreements entered into
prior to the date of revocation, except to the extent that the assuming insurer's
obligations under the contract are secured in a form acceptable to the commissioner

© 2019 National Association of Insurance Commissioners



NAIC Model Laws, Regulations, Guidelines and Other ResolBoeswer 2019

H. If subject to a legal process of rehabilitation, liquidation or conservation, as applicable, the
ceding insurer, or its representative, may seek and, if determined appropriate by the court in
which the proceedings are pending, may obtain an order requiring that the assuming insurer
post security for all outstanding liabilities.

Sectionl0. Credit for Reinsurance Required by Law

Pursuant to Section [cite state law equivalent of SectioroRtBe Credit for Reinsurance Model L&#¥85], 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&her appropriate section of

the of the Credit for Reinsurance Model L&#785] 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 marketnmsechani
required by statute, regulation or administrative order.

Sectionll Asset or Reduction from Liability for Reinsurance Ceded to an Unauthorized Assuming Insurer
not Meeting the Requirements of Sections Brbugh10

A. Pursuant to Section [cite state law equivalent of Section 3 of the Credit for Reinsurance Model
Law (#785], 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 Maadel
(#785] in an amount not exceeding the liabilities carried by the ceding insiifes. 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 Gf¢ukit for
Reinsurance Model Lai#785]. This security may be in the form of any of the following:

D Cash;

(2)
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(4)
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(@) The beneficiary shall have the right to withdraw assets from the trust account at
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(9)

(10)

(11)

Credit for Reinsurance Model Regulation

The trust agreement shall prohibit invasion of the trust corpus for the purpose of paying
commission to, or reimbursing the expenses of, the trustearder 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.

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.

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:

€) 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
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(2) The grantor may have the full and unqualified right to vote any shares of stock in the
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0] To pay or reimburse the ceding insurer for:

()] 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;

(D) 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

(1) Any other amounts necessary to secure the credit or reduction
from liability for reinsurance taken by the ceding insurer;

(i) 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:

€) 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:

0] 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

(i) 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) of this subsection, and for interest payments at a
rate not in excess of the prime rate of interest on such amounts;

(€)
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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 Publicat@m(8CP 600dr International
Standby Practices of the International Chamber of Commerce Publication 590 (ISP&8), or
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 Artick® of Publication 60 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:

D 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.

H. Reinsurance agreement provisions.

D) 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:

@ To pay or reimburse the ceding insurer for:

() 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;
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Sectionlb. 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, 696y &1 of this regulation or
otherwise in compliance with Section [cite state law equivalent of Section 2 of the Credit for Reinsurance Model
Law(#785] 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 Lag785] whereby the assuming insurer, if an unauthorized assuming
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FORM AR

CERTIFICATE OF ASSUMING INSURER

(name of officer) (title of officer)
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FORM CR

CERTIFICATE OF CERTIFIED REINSURER

(name of officer) (title of officer)

of , the assuming insurer
(name of assuming insurer)

under a reinsurance agreement with onemore 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 necgissasyich
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 isdeat toteonflict
with or override the obligation of the parties to the reinsurance agreement to arbitrate their disputes if such an obligatieated 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 trenceinsu
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 fest#ment of a
final U.S. judgment or properly enforceable arbitration award.
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FORM R1

CERTIFICATE OF REINSURER DOMICILED IN RECIPROCAL JURISDICTION

(name of officer) (title of officer)

, the assuming insurer

(name of assuming insurer)

under a reinsurance agreement with one or more insurers domiciled in , in order to

(name of state)

be considered for approval in this state, hereby certify that (“Assuming Insurer”):

(name of assuming insurer)

Submits to the jurisdiction of any court of competent jurisdiction in [Name of State] for the adjudication of any issngs aris
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 afireabssuming insurer agrees that it

will include such consent in each reinsurance agreement, if requested by the commissioner. Nothing in this paragraph
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Form CRF—PART 1
Assumed Reinsurance as of December 31, Current Year (000 Omitted)

1 2 3 4 | 5 | Reinsurance On | 9 | 10 | 11 | 12 13 14 | 15
6 7 8
Company Paid Losses and
Code or Loss Contingent
ID Name of Domiciliary Assumed Adjustment Known Case Commissions
Number Reinsured Jurisdiction Premium Expenses Losses and LAE Cols. 6 +7 Payable
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Form CR-—PART 2
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Form CRS—PART 2

Reinsurance Recoverable on Paid and Unpaid Losses Listed by Reinsuring Company as of December 31, Current Year

1
Company
Code or
1D Number

3

Effective
Date

4
Name
of
Company

Location

6

Paid
Losses

7

Unpaid
Losses

Totals—Life, Annuity and Accident and Health

MO-786-44
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Form CRS—PART 3-SECTION 1
Reinsurance Ceded Life Insurance, Annuities, Deposit Funds and Other Liabilities
Without Life or Disability Contingencies, and Related Benefits Listed by Reinsuring Company as of December 31, Current Year

1 2 3

Company
Code or
ID
Number
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