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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 
 


