PROJECHISTOR?021
INSURANCE HOLDING COMPANY SYSTEM MODEL ACT (#440)
INSURANCE HOLDING COMPANY SYSTEM MODEL REGULATION
WITH REPORTING FORMS AND INSTRUCTIONS ($3450)
(Receivership)

1. Descriptionof the Project,IssuesAddressedetc.

In 2020, theNAICPlenary adopted aew chargefor the Receivership LayE)WorkingGroup.Thecharge is
still active and reads as follows:

“Reviewand providerecommendationgor remedieso ensurethe continuity of essentialservices
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2. Nameof GroupResponsibldor Draftingthe Model and StatesParticipating.
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All exposures were distributed by email to members, interested state insurance regulators and interested
parties of both the Receivership Law (E) Working Group and the Receivership and Insolvency (E) Task Force
and posted to the NAIC welbsi
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o Inthe eventof receivershignowincludingsupervisiorandconservatorship):
Therightsof the insurerextendto the receiveror guarantyfund.

Theaffiliate will makeavailableessentiapersonnel.
Theaffiliate will continuethe servicedor aminimumperiod of time 33
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PROJECISTORY2020
INSURANCHOLDINGOMPANBYSTEMODELACT(#440)
INSURANCHOLDINGCOMPANBYSTEMIODEIREGULATION
WITHREPORTINBORM®ND INSTRUCTIONS (#450)
(GroupCapitalCalculatiofGCC))
1. Descriptionof the Project,IssuesAddressedgtc.
In 2015, the NAI@Ienary adopted a charge to the Financial Conditiom{tB)respect tothe construction ofa
group capital calculation (GCC). The Financial Condition (E) Committee subsequently formed the Group
Capital Calculation (E) Working Group to carry out the following charge:
“Construct a U.S. group capital calculation using an RBC aggregation methodology; liaise as

necessary with the ComFrame Development and Analysis (G) Working Group on international
capital developments and consider group capital developments by the Federal Reserve Board, both
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5. A GeneralDescriptionof the DueProcesge.g.,exposureperiods,public hearings,or any other means
by which widespread input from industry, consumers and legislators was solicited).

At the 2019 Fall NationalMeeting, the Executive(EX)Committeeapprovedthe Working Group’srequestto

open Model #440 and Model#450 to develop the legal authority under which the GCC would be
implemented. In January 2020, the Working Group exposed for public comment a draft memorandum that
set forth possible exemptions, as well as the basicstant for the confidentiality
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7. Listthe key provisionsof the model (sectionsconsideredmost essentialto state adoption).

The changes to Section 4L(2) of Mo#é#0 are the most important provisions in the proposed changes, as
they require the ultimate controlling person of every insurer subject to registration to concurrently file an
annual GCC as directed by the lead statanmissionerwith the registration statement. Immediately
following this provision in Section 4L(2)(a)through Section4L(2)(d) are four types of holding company
systems that are exempt from filing, which are also important to many parties. As previously discussed,
Section 4L(2)(e) would permit, under certain circumstances, a subgrouloegitulation. SectioaL(2)(f)is
alsoimportant, asit providesthe commissioneithe discretionto exemptother groupsfrom filing that meet
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PROJECHISTORY¥ 2011
INSURANCE HOLDING COMPANY SYSTEM MODEL ACT (#440)

INSURANCE HOLDING COMPANY SYSTEM MODEL REGULATION
WITH REPORTING FORMS AND INSTRUCTIONS (#450)

1. Descriptionof the Project,IssuesAddressedetc.

In the wake of the recent financial crisis as well as discussions regarding group supervision that have been
taking placen the international regulatory community, U.S. state insurance regulators have become aware of
the necessity to enhance the insurance Holding Company System Model Act (Model #440) and the Insurance
Holding Company System Model Regulation with Reporting Fantidnstructions (Model #450) to address
group supervision. At the heart of the lessons learned from the recent financial crisis is the ability of
regulators to be able to assess the enterprise risk within a holding company system and its impact on an
insurer within the group.

As recommended by the Group Solvency Issues (EX) Working Group, the U.S. insurer solvency regime should
consider incorporating certain prudential benefits of group supervision, providing a clearer window into
group operations, while building upon, the existing walls which provide solvency protection. Ultimately, this
enhanced “windows and walls” approach should provide greater and much needed breadth and scope to
solvency regulation while retaining the highest level of policyholder protection that exists curréhgy.
concepts addressed in the enhanced “windows and walls” approach include such items, such as:
communication between regulators; supervisory colleges; access to and collectionfoahation; and
enforcenent measures.

The first step to accomplish building better windows is by addressing some of these topics as well as lessons
learned during the recent financial crisis through enhancements to the insurance holding company laws and
regulations.

2. Nameof Group Responsibldor Draftingthe Model and StatesParticipating

The Group Solvency Issues Working Group of the Executive (EX) Committee was charged by the Financial
Condition (E) Committee with drafting revisions to Model #440 and Model #450. The 2010 members of the
Working Group that draftecand adopted the revised models on June 14, 2010, were: Nebraska and Texas
(co-Chairs), California, Connecticut, Delaware, Florida, lllinois, lowa, New York, Pennsylvania and Wisconsin.

3. ProjectAuthorizedby What Chargeand Date First Givento the Group

During the February 11, 2009, conference call, the Financial Condition (E) Committee agreed to revise the
holding company modeldyut suggestedthe technicalwork be delegatedto a Working Group under the
SolvencyModernizationlnitiative (EX) Task Force that was working on other group related initiatives. Based
on this recommendation and referral, the Task Force drafted charges for a new working group that would
focus on groups issues, including the NAdRIiHg Company Models. The Working Group’s charges related to
the models were as follows:

x Study the need to modify the Holding Company Model Act by gathering input from all states
regarding the use othe existing model and its effectiveness in addres#irggissues that exist within
insurer groups, particularly considering issues identified during this most recent economic downturn.
At the conclusion of such study, provide a recommendation to the Financial Condition (E) Committee.

© 2021 National Association of Insurance Commissioners 10






risk’, andvoiced concernsvith the phrase “has the potential” and with the term “contagion”
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reflect that managementwas“responsiblefor” andthat boards“oversee”rather than stating
boards were “responsible for". CGWG made some edits, however retaining the “board is
responsible for...” language and the noder optional section 5C, and sent recommendations
to GSIWG. GSIWG heard additional discussion at the Jumeating and made edits to
section 5C waiver language.
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6. Any Other Important Information

None
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