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RE:  Proposed Revisions to the Credit for Reinsurance Model Law and Regulation  

The Bermuda International Long Term Insurers and Reinsurers (“BILTIR”) thanks the National 
Association of Insurance Commissioners (“NAIC”) for its commendable work on extending the 
benefits of the Bilateral Agreement Between the United States of America and the European 
Union on Prudential Measures Regarding Insurance and Reinsurance (the “Covered Agreement”) 
to Qualified Jurisdictions like Bermuda. The following comments are submitted by BILTIR, on 
behalf of our member companies, regarding “Proposed Revisions to the Credit for Reinsurance 
Model Law and Regulation” (the “Proposals”).  

BILTIR was formally incorporated on June 9, 2011 and represents 59 companies. BILTIR is 
committed to supporting the long term insurance and reinsurance industry’s growth and success 
in Bermuda and globally.  

We thank you for the opportunity for BILTIR members to share our thoughts and comments on 
the Proposals, which we outline below.  

1. Support for General Direction 

The Proposals represent an important step in international insurance regulatory cooperation. 
BILTIR supports the direction of the Proposals, which in our view go a long way to level the playing 
field and produce one standard that applies to all reinsurers meeting a basic set of standards. 

Therefore, while BILTIR has additional suggestions, we support the NAIC’s general direction and 
framework for revising the models.  

2. Treatment of Non-EU Qualified Jurisdictions 

We do emphasize that for the goal of a level and consistent playing field to be fulfilled, the 
requirements placed upon EU jurisdictions under the Covered Agreement and the requirements 
placed upon non-EU Qualified Jurisdictions need to be identical. Likewise, the framework in the 
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NAIC models needs to provide absolute certainty regarding those requirements in order for the 
industry and its regulators to evaluate whether the requirements are the same. 

Several sections in both the Credit for Reinsurance Model Law (#785) (“Model Law”) and Credit 
for Reinsurance Model Regulation (#786) (“Model Regulation”) provide uncertainty in this area.  
For example, section F(1)(h) of the Model Law proposal requires the assuming insurer to “satisfy 
any other requirement deemed relevant by the commissioner” for its cedant to receive the 
benefit of the credit for reinsurance provisions.  Furthermore, the definition of “Reciprocal 
Jurisdiction” in section 9(B)(2)(e) of the Model Regulation includes “[s]uch additional factors as 
may be considered in the discretion of the commissioner”.  Since the regulation would be 
expected to provide additional details, the framework appears to leave the open-ended potential 
for additional requirements to be imposed on non-EU jurisdictions. We recommend that further 
clarity be provided on what these additional requirements are. 

We also seek clarity on whether the process for determining whether jurisdictions qualify as 
“Reciprocal Jurisdictions” will be the same as or different from the current process of determining 
whether jurisdictions qualify as “Qualified Jurisdictions”. 
 

3. Minimum Capital and Solvency Ratios 
 

While BILTIR supports replacing financial strength ratings requirements with requirements to 
maintain on an ongoing basis solvency capital requirement (“SCR”) (or equivalent) of the home 
jurisdiction, for the sake of clarity we would suggest that section 9(c)(3)(a) of the Model 
Regulation be revised to indicate that the solvency regime applicable in the relevant Qualified 
Jurisdiction will apply i.e.: revised language as follows: 
 

Section 9 (c)(3)(a) of the Model Regulation:   
“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 SCR as calculated under the 
Solvency II Directive issued by the European Union, or such any similar successor solvency 
ratio, as applicable in the territory in the Reciprocal Jurisdiction in which the assuming 
insurer has its head office or is domiciled; as applicable”.  

 
4. Cedant’s Insolvency 

 
We believe that subsection F(5) of the Model Law amendments runs counter to the language of 
the Covered Agreement. Article 2, paragraph (k) of the Covered Agreement states: “if subject to 
a legal process of resolution, receivership, or winding-up proceedings as applicable, the ceding 
insurer, or its representative, may seek and, if determined appropriate by the court in which the 
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resolution, receivership, or winding-up proceedings is pending, may obtain an order requiring 
that the assuming insurer post collateral for all outstanding liabilities (…)”. 
 
We would therefore support the draft language of subsection F(5) of the Model Law being revised 
with the following language: 
 
“The commissioner or the commissioner’s representative may seek from the court supervising a 
ceding insurer’s rehabilitation or liquidation, an order requiring that the designated reinsurer 
post collateral for all the designated reinsurer’s outstanding liabilities to the ceding insurer”. 
 

5. Serious Non-Compliance 
 
We agree with the elements of subsection F(1)(d)(i) of the Model Law amendments that would 
require the assuming insurer to notify the commissioner if it has been in “serious noncompliance” 
with applicable law. However, we find the relevancy of the wording pertaining to any 
determination by the commissioner to be unclear and recommend that the phrase “as 
determined by the commissioner” either be deleted or the intent further clarified. 
 

6. Home Jurisdiction Confirmation 
 
We recommend deleting the phrase “at a time determined by the commissioner” contained 
insubsection F(1)(g) of the proposed amendments to the Model Law, but are supportive of the 
requirement for the assuming insurer’s home jurisdiction to confirm its capital and surplus as 
well as solvency ratio annually.   

7. Disparate Treatment of Non-EU Insurers 

We note that sections F(1)(b), (c), and (h) of the proposed amendments to the Model Law, and 
sections 9(B)(2)(e), 9(C)(3)(d) and 9(C)(8) of the Model Regulation all provide for potential 
disparate treatment of non-EU insurers. BILTIR therefore respectfully requests that the NAIC 
work toward a framework that treats EU and non-EU jurisdictions equivalently, and provide 
additional clarity regarding the standards imposed on non-EU jurisdictions. 

We thank the NAIC for the opportunity to provide our feedback on the Proposals and are happy 
to address any questions you may have. 
 
 
Sincerely, 

 
 
CC BILTIR Board of Directors 


