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Section 1. Authority

This regulation is adopted and promulgated by [title of supervisory authority] pursuant to [insert provision of state
law equivalent to Section 5 of the Credit for Reinsurance Model Law] of the [name of state] Insurance Code.

Section 2.

Purpose and Intent

The purpose and intent of this regulation is to
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Section 4. Exemptions from this Regulation
This regulation does not apply to the situations described in Subsections A through F.
A. Reinsurance of:
(1) Policies that satisfy the criteria for exemption set forth in [insert provision of state law
equivalent to Section 6F of the Valuation of Life Insurance Policies Model Regulation] or
[insert provision of state law equivalent to Section 6G of the Valuation of Life Insurance
Policies Model Regulation]; and which are issued before the later of:

(@ The effective date of this regulation, and

(b) The date on which the ceding insurer begins to apply the provisions of VM-20 to
establish the ceded
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B. Reinsurance ceded to an assuming insurer that meets the applicable requirements of [insert
provision of state law equivalent to Section 2D of the Credit for Reinsurance Model Law]; or

C. Reinsurance ceded to an assuming insurer that meets the applicable requirements of [insert
provisions of state law equivalent to Sections 2A, 2B or 2C, of the Credit for Reinsurance Model
Law], and that, in addition:

(1) Prepares statutory financial statements in compliance with the NAIC Accounting Practices
and Procedures Manual, without any departures from NAIC statutory accounting
practices and procedures pertaining to the admissibility or valuation of assets or liabilities
that increase the assuming insurer’s reported surplus and are material enough that they
need to be disclosed in the financial statement of the assuming insurer pursuant to
Statement of Statutory Accounting Principles No. 1 (“SSAP 1”); and

) Is not in a Company Action Level Event, Regulatory Action Level Event, Authorized Control
Level Event, or Mandatory Control Level Event as those terms are defined in [insert
provision of state law equivalent to the Risk-Based Capital (RBC) for Insurers Model Act]
when its RBC is calculated in accordance with the life risk-based capital report including
overview and instructions for companies, as the same may be amended by the NAIC from
time to time, without deviation; or

D. Reinsurance ceded to an assuming insurer that meets the applicable requirements of [insert
provisions of state law equivalent to Sections 2A, 2B or 2C, of the Credit for Reinsurance Model
Law], and that, in addition:

1) Is not an affiliate, as that term is defined in [insert provision of state law equivalent to
Section 1A of the Insurance Holding Company System Regulatory Model Act], of:

(@) The insurer ceding the business to the assuming insurer; or
(b) Any insurer that directly or indirectly ceded the business to that ceding insurer;

(2 Prepares statutory financial statements in compliance with the NAIC Accounting Practices
and Procedures Manual;

(3) Is both:
(@ Licensed or accredited in at least 10 states (including its state of domicile), and
(b) Not licensed in any state as a captive, special purpose vehicle, special purpose
financial captive, special purpose life reinsurance company, limited purpose
subsidiary, or any other similar licensing regime; and
4) Is not, or would not be, below 500% of the Authorized Control Level RBC as that term is
defined in [insert provision of state law equivalent to the Risk-Based Capital (RBC) for

Insurers Model Act] when its Risk-Based Capital (RBC) is calculated in accordance with the
life risk-based capital report including overview and instructions for companies, as the
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pertaining to the admission or valuation of assets or liabilities that increase the assuming
insurer’s reported surplus; or

E. Reinsurance ceded to an assuming insurer that meets the requirements of [insert provision of
state law equivalent to Section 5B(4) of the Credit for Reinsurance Model Law]; or

Drafting Note: A state may satisfy the requirements of Section 4E above by either adopting Section 5B(4) of the Credit for Reinsurance
Model Law (#785), or it may include the specific provisions of Section 5B(4) of the Credit for Reinsurance Model Law (#785) directly into its
adoption of this regulation, Term and Universal Life Insurance Reserve Financing Model Regulation (#787).

F. R
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() If a portion of the Covered Policy risk is ceded to another reinsurer on a yearly
renewable term basis in an exempt arrangement, the Required Level of Primary
Security may be reduced by the amount resulting by applying the Actuarial
Method including the reinsurance section of VM-20 to the portion of the Covered
Policy risks ceded in the exempt arrangement, except that for Covered Policies
issued prior to Jan 1, 2017
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above, are held by or on behalf of the ceding insurer as security under the reinsurance
treaty within the meaning of [insert provision of state law equivalent to Section 3 of the
Credit for Reinsurance Model Law]; and

(5) Any trust used to satisfy the requirements of this Section 7 shall comply with all of the
conditions and qualifications of [insert provision of state law equivalent to Section 12 of
the Credit for Reinsurance Model Regulation], except that:

(@ Funds consisting of Primary Security or Other Security held in trust, shall for the
purposes identified in Section 6B, be valued according to the valuation rules set
forth in Section 6B, as applicable; and

(b) There are no affiliate investment limitations with respect to any security held in
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(@ The requirements of Section 7A(3) and 7A(4) were fully satisfied as of the
valuation date as to such reinsurance treaty; or

(b) Any deficiency has been eliminated before the due date of the Quarterly or
Annual Statement to which the valuation date relates through the addition of
Primary Security and/or Other Security, as the case may be, in such amount and
in such form as would have caused the requirements of Section 7A(3) and 7A(4)
to be fully satisfied as of the valuation date.

(3) Nothing in Section 7B(2) shall be construed to allow a ceding company to maintain any
deficiency under Section 7A(3) or 7A(4) for any period of time longer than is reasonably
necessary to eliminate it.

Section 8. Severability

If any provision of this regulation is held invalid, the remainder shall not be affected.

Section 9. Prohibition against Avoidance

No insurer that has Covered Policies as to which this regulation applies (as set forth in Section 3) shall take any
action or series of actions, or enter into any transaction or arrangement or series of transactions or arrangements
if the purpose of such action, transaction or arrangement or series thereof is to avoid the requirements of this
regulation, or to circumvent its purpose and intent, as set forth in Section 2.

Section 10. Effective Date

This regulation shall become effective [insert date] and shall pertain to all Covered Policies in force as of and after
that date.
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