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ORDER RA 21-01 ADOPTING CHANGES TO REGULATIONS
OF THE DIVISION OF INSURANCE

The attached 25 pages of regulations, dealing with insurance reserve financing, credit for
reinsurance including reciprocal jurisdictions, and quarterly reports., are adopted and certified to
be a correct copy of the regulation changes that the Division of Insurance adopts under the
authority of AS 21.06.090, AS 21.12.020, AS 21.18.110, AS 21.18.112, AS 21.34.080, AS
21.34.170, AS 21.34.180, AS 21.34.190, AS 21.34.250 and after compliance with the
Administrative Procedure Act (AS 44.62), specifically including notice under AS 44.62.190 and
44.62.200 and opportunity for public comment under AS 44.62.210.

This action is not expected to require an increased appropriation.

Although no public comments were received, the Division of Insurance paid special attention to
the cost to private persons of the regulatory action being taken.

The regulation changes adopted under this order take effect on the 30th day after they have been
filed by the lieutenant governor, as provided in AS 44.62.180.
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Anﬂa Latham \
Deputy Director

'@W‘,‘\ @Y\@@Qﬂ ‘(’[’\/ FILING CERTIFICATION

I, Kevin Meyer, Lieutenant Governor for the State of Alaska, certify that on
NW@N\W( Z% ,20 A ,at :214.m., I filed the attached regulations according to the
provisions of AS 44.62.040 - 44.62.120.

Date: °\ !Q—q!’“)‘”

M ’h- Mﬂ/" 'r
(%70\/ Lieutenant Governor M 'q ‘\{?W ¢
| U

Effective: 'Pecemw 23 202)-
Register: ZHO; ﬁ/‘ﬁ’nwn}“ 2027.




FOR DELEGATION OF THE LIEUTENANT GOVERNOR’S AUTHORITY

I, KEVIN MEYER, LIEUTENANT GOVERNOR OF THE STATE OF ALASKA,
designate the following state employees to perform the Administrative Procedures Act
filing functions of the Office of the Lieutenant Governor:

Josh Applebee, Chief of Staff
Kady Levale, Notary Administrator
April Simpson, Regulations and Initiatives Specialist

IN TESTIMONY WHEREOF, I have
signed and affixed the Seal of the State of
Alaska, in Juneau, on December 11th,
2018.

TN

KEVIN MEYER
LIEUTENANT GOVERNOR




THE STATE Department of Commerce, Community,

Q’AL ASKA and Economic Development

DIVISION OF INSURANCE
GOVERNOR MICHAEL | DUNEEAVY

550 West Seventh Avenue, Suite 1560
Anchorage, AK 99501-3567

Main: 907.269.7900

Fax: 907.269.7910

May 15, 2019

DIVISION OF INSURANCE
STANDING ORDER OF DELEGATION

I, Lori K. Wing-Heier, Director of the Division of Insurance, wish to provide this delegadon of
authority to personnel in the Division of Insurance to act on my behalf when required, if/when T am
unable to act or cannot be reached. Pursuant to the provisions of \laska Statute 21.06,050, and
under these circumstances, I delegate authority to execrcise or discharge in the director’s name all
power, duties, or funcuons, whether ministerial or discretionary, vested by this in the director, to the
following division emplovees:

Iirst, Anna Latham, Deputy Director
Second, Alex Romero, Chicef Investigator
Third, Sarah Bailey, Supervisor of the Life and Health seetion

This is a standing Order of Delegation, effective immediately, and will remain in effect until notified
or revoked by subsequent order.
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Log'K. Wing-Heier, Division Director
Division of Insurance

Ce: Julie Anderson, Commissioner
John Springsteen, Deputy Commissioner
Micaela Fowler, ASD Director, DCCIID/ONB
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3 AAC 21 is amended by adding a new section to read:
3 AAC 21.615. Term and universal life insurance reserve financing. (a) The purpose

gezction BCCLD
and intent of this % is to,establish uniform, national standards governing reserve
i @ F
ﬁ;lancing arrangements pertaining t(}1 life insurance policies containingﬁguaranteed nonlevel gross
F
premlums@uaranteed nonlevel benefits, andAuniversal life insurance policies with secondary
ail 2
guarantees; and ¥ ensure that, with respect to each such financing arrangement, funds consisting

of primary security and other security%rdﬁﬁs%’é%nd—@% are held by or
fun der Yhis seciﬂa;ﬂ,@’(‘h:})

on behalf of ceding insurers in the forms and amounts required Reretsy In general, reinsurance

oy with respect +p
ceded for reserve financing purposes has one or more of the following characteristics)some or

all of the assets used to secure the reinsurance treaty or to capitalize the reinsurer:
(tha assets
(1),are issued by the ceding insurer or its affiliates;
Fha assets
(2)Aare not unconditionally available to satisfy the general account obligations of

the ceding insurer; or
(3 )ﬁcreate a reimbursement, indemnification or other similar obligation on the part
of the ceding insurer or any % its affiliates, other than a payment obligation under a derivative
contract acquired in the normal course and used to support and hedge liabilities pertaining to the
Uﬂ(l.?}'
actual risks in the policies ceded P the reinsurance treaty.

I{B) This section applies to reinsurance treaties that cede liabilities pertaining to covered
policies, as defined in 3 AAC 21.695(14), issued by a life insurance company domiciled in this
state.

7'(-6} The actuarial method to establish the required level of primary security for each

reinsurance treaty subject to this section %—be VM-20, applied on a treaty-by-treaty basis,

including all relevant definitions, from the valuation manual as then in effect, applied as follows:
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(1) for covered policies described in 3 AAC 21.695(14)(A), the actuarial method
is the greater of the/ESeterministic )(eserve or the N’et Péemium Reserve (NPR/)’ {egardless of
whether the criteria for exemption testing can be metg ;r{{owever, if the covered Jpolicies do not
A
meet the requirements of the /ﬁtochastic ;l(eserve exclusion test in the valuation manual, then the
actuarial method is the greatest of the peterministicﬁeserve, the IS{tochastic )l(eserve, or the NPR{

B
/Iﬁ addition, if the covered policies are reinsured in a reinsurance treaty that also contains covered

policies described in 3 AAC 21.695(14)(B), the ceding insurer may elect to instead use (2) of this

g pearaqragph
subsection as the actuarial method for the entire reinsurance agreemen!’.;/yo eth; or ](2) 1of
this subsectiongg used, the actuarial method must comply with the rezluirements or restrictions
that the valuation manual imposes when aggregating these policy types for purposes of principle-
based reserve calculations;

(2) for covered policies described in 3 AAC 21.695(14)(B), the actuarial method
is the greatest of the P’etenninistic ]}I’eserve, the ﬁftochastic ;Xeserve, or the NPRAregardlf:ss of

A
whether the criteria for exemption testing can be met;

(3) except as provided in (4) of this subsection, the actuarial method is to be
applied on a gross basis to all risks with respect to the covered policies as originally issued or
assumed by the ceding insurer;

(4) if the reinsurance treaty cedes less than 100 percent of the risk with respect to
the covered policie§ ,{heazthe required level of primary security may be reduced as follows:

>
(A) if a reinsurance treaty cedes only a quota share of some or all of the
risks pertaining to the covered policies, the required level of primary security, as well as

an adjustment under (C) of this paragraph, may be reduced to a pro rata portion in

accordance with the percentage of the risk ceded;
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(B) if the reinsurance treaty in a non-exempt arrangement cedes only the
risks pertaining to a secondary guarantee, the required level of primary security may be
reduced by an amount determined by applying the actuarial method on a gross basis to all
risks, other than risks related to the secondary guarantee, pertaining to the covered
policies, except that for covered policies for which the ceding insurer did not elect to
apply the provisions of VM-20 to establish statutory reserves, the required level of
primary security may be reduced by the statutory reserve retained by the ceding insurer
on those covered policies, where the retained reserve of those covered policies e
reflective of a reduction according to the cession of mortality risk on a yearly renewable
term basis in an exempt arrangement;

(C) 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 before Jan 1,
2017, this adjustment is not to exceed [cx/ (2 * number of reinsurance premiums per
year)] where cx is calculated using the same mortality table used in calculating the Ke A
Prcm'rttm-Re—sewF; and

(D) for other treaties ceding a portion of risk to a different reinsurer,

I

{5) for o
redyction of
Hra reoku'lr{cl
level ofF primary
secu r}‘r—.ﬂ under
(4D oF this
subsection, af

including stop loss, excess of loss, and other non-proportional reinsurance treaties, there

will be no reduction in the required level of primary security ﬁl&-m—pesﬁble—bf-fp/
() - ) (Gubsection way) ™5

combination of, ) of this paragraph-te applyzl{he adjustments to the
N “

required level of primary security will be done in the sequence that accurately reflects the

]
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by means of

portion of the risk ceded Viathe treatyj‘, ;I[he ceding insurer must document the rationale
AN
2

and steps taken to accomplish the adjustments to the required level of primary security

due to the cession of less than 100 percent of the risl% ]’/he adjustments for other

.

2
reinsurance will be made only with respect to reinsurance treaties entered into directly by

the ceding insure;XZ(he ceding insurer will make no adjustment as a result of a

retrocession treaty entered into by the assuming insurers_.z/
the required level of primary security resulting from
Mo/ not

application of the actuarial method exceed the amount of statutory reserves ceded;

* if the ceding insurer cedes risks with respect to covered policies, including

riders, in more than one reinsurance treaty subject to this section, #no-event-witl the aggregate

(Mmay not

required level of primary security for those reinsurance treaties/\ be less than the required level of
primary security calculated using the actuarial method as if all risks ceded in those treaties were
ceded in a single treaty subject to this section;

I if a reinsurance treaty subject to this section cedes risk on both covered and
non-covered policies, credit for the ceded reserves shall be determined as follows:

(A) the actuarial method shall be used to determine the required level of
primary security for the covered policies, and @&)~g) of this section shall be used to
determine the reinsurance credit for the covered policy reserves; and

(B) credit for the non-covered policy reserves shall be granted only to the

extent that security, in addition to the security held to satisfy the requirements of (A) of

this paragraph, is held by or on behalf of the ceding insurer in accordanc%
.

i

-

~

¢ & . .
A21 .12.020(a) - (f)?;[‘he primary security used to meet the requirements of this
‘|

2
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subparagraph may not be used to satisfy the required level of primary security for the
covered policies.

Ad) For the purposes of both calculating the required level of primary security according
to the actuarial method and determining the amount of primary security and other security, as
applicable, held by or on behalf of the ceding insurer, the following shall apply:

(1) for assets, including assets held in trust, that would be admitted under the
of the NaXional ASZa it oa of Insurance Coommigs10ners 3
<ANAIC Accounting Practices and Procedures Manual if they were held by the ceding insurer, the

et NP P NP e
(ol Ll ON_P A
valuations are to be determined according to statutory accounting procedures as if the assets were

held in the ceding insurer’s general account and without taking into consideration the effect of
the prescribed or permitted practices; and
(2) for all other assets, the valuations are to be those that were assigned to the

assets for the purpose of determining the amount of reserve credit takep:lj /I’n addition, the asset

2

spread tables and asset default cost tables required by VM-20 shall be included in the actuarial
(No¥ Tonel PSsociation oF lasurcsica &mmlgs@ Dacamber 3|
method if adopted by the KATE™s Life Actuarial (A) Task Force not later than the Bee- on

or immediately preceding the valuation date for which the required level of primary security is
being calculatedj’_ﬁ(he tables of asset spreads and asset default costs shall be incorporated into the
actuarial method’ in the manner specified in VM-20. (a2 = ()

ubject to the exemptions described inis section, and the provisions of m_—_

’ﬁ; of this section, credit for reinsurance shall be allowed with respect to ceded liabilities
pertaining to covered policies under AS 21.12.020(2) - (f) if, in addition to all other requirements
imposed by law or regulation, the following requirements are met on a treaty-by-treaty basis:
(1) the ceding insurer’s statutory policy reserves with respect to the covered

policies are established in full and in accordance with the applicable requirements of (AS
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) 21.18.110 — 21.18.112 and related regulations and actuarial guidelines, and credit claimed fora
reinsurance treaty subject to this section does not exceed the proportionate share of those
reserves ceded under the contract; 33

(2) the ceding insurer determines the required level of primary security with
respect to each reinsurance treaty subject to this section and provides support for its calculation
as determined to be acceptable to the director; 3;

(3) funds consisting of primary security, in an amount at least equal to the
required level of primary security, are held by or on behalf of the ceding insurer, as security
under the reinsurance treaty within the meaning of AS 21.12.020(c), on a funds withheld, trust,
or modified coinsurance basis; %

(4) funds consisting of other security, in an amount at least equal to the portion of
the statutory reserves as to which primary security is not held under (3) of this subsection, are

held by or on behalf of the ceding insurer as security under the reinsurance treaty within the

meaning of AS 21.12.020(c); ahd:

(5) a trust used to satisfy the requirements of ¢e of this section shall comply
with all of the conditions and qualifications of 3 AAC 21.665, except that(?_‘

(A) funds consisting of primary security or other security held in trust,
shall for the purposes identified ir%ﬁof this section, be valued according to the valuation
rules set out ing?fthis section, as applicable;

(B) there are no affiliate investment limitations with respect to the security
held in a trust if the security is not needed to satisfy the requirements of (3{3) of this

{suE e )

section;
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(C) the reinsurance treaty must prohibit withdrawals or substitutions of
trust assets that would leave the fair market value of the primary security within the trust,
when aggregated with primary security outside the trust that is held by or on behalf of the
ceding insurer in the manner required byaé‘)(3) of thisﬁsect.lon, below 102 percent of the
level required by :(lg)(?») of thisﬁsection at the time of the withdrawal or substitution; and

(D) the determination of reserve credit under 3 AAC 21.665(]) shall be

determined according to the valuation rules set out in % of this section, as applicable; |

(6) the reinsurance treaty has been approved by the director.

gﬂDThe requirements of (€) of this section must be satisfied as of the date that risks under

covered policies are ceded and on an ongoing basis thereafter. ¥ade
may rot

ceding insurer take or consent to an action or series of actions that would result in a deficiency

~ A
C£)3) or (H2
under ¢e¥t4) of this section with respect to a reinsurance treaty under which covered

policies have been ceded, and if a ceding insurer becomes aware when a deficiency exists, it

shall use its best efforts to arrange for the deficiency to be eliminated as expeditiously as
possible.

; Ch))

¥&) Before the due date of each quarterly or annual statement, each life insurance

(Lc2
company that has ceded reinsurance within the scope of T) of this section shall perform an
analysis, on a treaty-by-treaty basis, to determine, as to each reinsurance treaty under which
covered policies have been ceded, whether as of the end of the immediately preceding calendar
(gﬂt’s) or (H))

quarter the requirements of )3 -erLeX4) of this section were satisfied. The ceding insurer shall

establish a liability equal to the excess of the credit for reinsurance taken over the amount of

{£)(3)
primary security actually held under%%f this section, unless eithera/
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g

(E(3Y or (4)
(1) the requirements of { of this section were fully satisfied as of the

valuation date as to the reinsurance treaty; or
(2) a 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 or other

security, as the case may be, in the amount and in a form as would have caused the requirements

((FIC3Y ar (1))
of %é‘}(f:jﬁ.‘(z)(ﬂ‘({f this section to be fully satisfied as of the valuation date.

{ Ch)CZD C‘F “':_S §€.(’}";°n E‘A.“OCAJ_S'
; haltbeconste Allow a ceding company to maintain a

necessary to eliminate it.
@)

<) This section does not apply to the following situations:

(1) the reinsurance of(?/

3 (A) policies that satisfy the criteria for exemption set out in 3 AAC
[21.215(e) - (h.),z % D vx‘o
! i ;;and Which are issued before fBe effective date of this section;

A

(B) portions of policies that satisfy the criteria for exemption set out in@
R e e g = v "

{ Ao >
AAC 21.915(c) and @fi"—él?gre issued before@ effective date of this section‘;'M———@
ad

A

(C) a universal life policy that meets all of the following requirements:

(1) Asecondary guarantee period is five years or less;

(ii) specified premium for the secondary guarantee period is not
less than the net level reserve premium for the secondary guarantee period based
on the Commissioners Standard Ordinary valuation tables and valuation interest
rate applicable to the issue year of the policy; and

(i) the initial surrender charge is not less than 100 percent of the

first year annualized specified premium for the secondary guarantee period;
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(D) credit life insurance;
(E) a variable life insurance policy that provides for life insurance, the

amount or duration of which varies according to the investment experience of the

separate account or accounts; or
(F) a group life insurance certificate unless the certificate provides for a
stated or implied schedule of maximum gross premiums required to continue coverage in
force for a period in excess of one yea;_‘_g i
(2) reinsurance ceded to an ass&ming insurer that meets the applicable
requirements of AS 21.12.020(a)(4); dor/

(3) reinsurance ceded to an assuming insurer that meets the applicable

requirements of AS 21.12.020(a)(1) — (3), and that, in addition,tit

F r—xr(A) prepares statutory financial statements in compliance with the NAIE
a1

iz National Rscaciahion oF Pt it Conde D e CNAIES
Wmd Procedures Manual! without departures from NAIC statutory
el el DS N
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 according
to Statement of Statutory Accounting Principles No. 1 (“SSAP 17); and

(B) 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 A 200 when its risk-based capital is calculated in

accordance with the life risk-based capital report including overview and instructions for

Q\"’Q'*"“'nc"} A sS85 otion of lasurancg Commissionars
companies, as the same may be amended by the NAIE from time to time, without

Qe
deviation; e



Register 240, Tafrqyy 2022 COMMERCE, COMMUNITY, AND EC. DEV.

(4) reinsurance ceded to an assuming insurer that meets the applicable
requirements of AS 21.12.020(a)(1) — (3), and that, in additiorfg_/
(A) is not an affiliate, as that term is defined in AS 21 .22.200_\@\, of:
(i) the insurer ceding the business to the assuming insurer; or
(ii) an insurer that directly or indirectly ceded the business to that
ceding insuret;
-
(B) prepares statutory financial statements in compliance with the*fﬂl'AIe‘
Accounting Practices and Procedures Manua;
(i 2’ (C) is bothedf—

(i) licensed or accredited in at least 10 states, including its state of

domicilesand
T
2

(ii) not licensed in a state as a captive, special purpose vehicle,
special purpose financial captive, special purpose life reinsurance company,
limited purpose subsidiary, or other similar licensing regimes; and

(D) is not, or would not be, below 500 percent of the authorized control
level risk based capital as that term is defined in AS 21.14.200 when its risk based capital
is calculated in accordance with the life risk based capital report including overview and

¢ H(}-}-;onxj A5 ciantion of Tasturane C.omunssianers

instructions for companies, as the same may be amended by the, € from time to time,
N-_A."t"ionn.\ Rs SO‘.:I -;L'l";nr!. of I”—i}.i:_,ﬁ“'u" CQWL,.,«.‘\ :;s'gQrLQF-‘LJ)
without deviation, and without recognition of departures from RATE statutory accounting

practices and procedures pertaining to the admission or valuation of assets or liabilities
that increase the assuming insurer’s reported surplus; 2;/

(5) reinsurance ceded to an assuming insurer that meets the requirements of @

e

le 12.020(g)(2)(D); or

10
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(E__—__—\~ (6) reinsurance not otherwise exempt unc under ﬁgmphs (1) — (5) of this subsection

avional AssocieN G of Trsiron ce. Cammrtisg)oner s’

if the director, after consulting with the MAIE Financial Analysis Working Group (FAWG) or
MeHtriond Rss s el )
N o n Association o NSran ca. omm|ssionerl

other group of regulators designated by mhcable determines under all the facts

and circumstances that all of the following apply:

(A) the risks are clearly outside of the intent and purpose of this section;

(B) the risks are included within the scope of this section only as a
technicality; and

(C) the application of this section to those risks is not necessary to provide
appropriate protection to pohcyholders)c,'fhe director shall publicly disclose a decision
made under this paragraph to exempt a reinsurance treaty from this section, as well as the
general basis, including a summary description of the treaty.

(kD An section out
% insurer that has covered policies as to which this applies as set in
(ay not)

Mr.l.y r\.(_'.'l‘
(b) of this section ‘E@l—;ke any action or series of actions, or enter into any transaction or

arrangement or seties of transactions or arrangements if the purpose of Buch action, transaction N

s2clion

Zr arrangement or series fhereof is to avoid the requirements of this , or to circumvent

P
2

its purpose and intent, as set 6 in (a) 0f this section.

, |
[0 If any provision of this Yegulatien is held invalid, the remainder Shall.not be affected.

Eff. \T /2% /202 , Register Z47)

Authority:  AS 21.06.090 m AS 21.18.110

3 AAC 21 is amended by adding a new section to read:

11
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3 AAC 21.659. Reciprocal Jarisdictions. (a) Under AS 21.12.020(a)(6), the director
Loy I\
% allow credit for reinsurance ceded by a domestic insurer to an assuming insurer that is

licensed to write reinsurance by, and has its head office or is domiciled in, a reciprocal

@ S2ction,

jurisdiction, and %hrgh_*nlgg:t_s_ﬂlio_ther requirements of this

Tn urickﬁ’!or‘ *0 °~J“r!5‘i‘c‘+m“ wWithiy Shz, ma.mm] J“’QP in /19 - AS 21.12.020053(2)CA) andk LB> ook
(b) - desmnaled by the director under 3 3

the United States, each within its legal authority, or, in the case of a covered agreementbetween

the United States and the European Union, is a member state of the Europgafi Union. For
purposes of this subsection, a “covered agreement” is an agreemerit entered into under the Dodd-
Frank Wall Street Reform and Consumer Protection 4¢t, 31 U.S.C. §§ 313 and 314, that is
currently in effect or in a period of provisiowsdl application and addresses the elimination, under
specified conditions, of collateralr€quirements as a condition for entering into a reinsurance
agreement with a cedingAfisurer domiciled in this state or for allowing the ceding insurer to
recognize cpedit for reinsurance;

(2) a U.S. jurisdiction that meets the requirements for accreditation under the

_—

e HH SHancarasane—ae ‘t.tlll!_—--e

ud) of Yhic sechon, a.rec \Pf"’\.a‘ ‘drusd;f+non ‘Q(-'ua(e.s
%3 a quallf' ed jurisdiction, as’ determmed by the director LlndergéS}

Sl ke C"'hwfz (as 2102, 0200 C2) CA) or (13),?,
y 21 12.020(a)(5)(C) and 3 AAC 21.6%4(n) - (q), is not otherwise déscribed in 5

hat 1S n[e'alJn a:\hui b tha diractor vndee (d) QF%IW
the director determines meets all of the following additional

requirements:

!{-A-) provides that an insurer """ has its head office or is domiciled in a
United States”
qualified jurisdiction shall receive credit for reinsurance ceded to a®-S,-domiciled

12
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assuming insurer in the same manner as credit for reinsurance is received for reinsurance

assumed by insurers domiciled in a qualified jurisdiction;
{OmTed Stases L)
(B) does not requm

-domiciled assuming insurer to establish or

maintain a local presence as a condition for entering into a reinsurance agreement with a

< Unita S*ge.s )
ceding insurer subject to regulation by the non-ULS. jurisdiction or as a condition to allow

the ceding insurer to recognize credit for the reinsurance;
@ Un Ted orades
CYrecognizes the BLS: state regulatory approach to group supervision and

group capital, by providing written confirmation by a competent regulatory authority, in a

qualified jurisdiction, that insurers and insurance groups that are domiciled or maintain
@aﬁ,-.oo o Assciiaton of Insoranc Commiss oner 5)\

their headquarters in this state or another jurisdiction accredited by the NATE shall be

subject only to worldwide prudential insurance group supervision including worldwide
group governance, solvency and capital, and reporting, as applicable, by the director or
the insurance supervisory official of the domiciliary state and will not be subject to group
supervision at the level of the worldwide parent undertaking of the insurance or
reinsurance group by the qualified jurisdiction; and

(D) provides written confirmation by a competent regulatory authority in a
qualified jurisdiction that information regarding insurers and their parent, subsidiary, or
affiliated entities, if applicable, shall be provided to the director in accordance with a
memorandum of understanding or similar document between the director and a qualified
jurisdiction, including the International Association of Insurance Supervisors Multilateral

Memorandum of Understanding or other multilateral memoranda of understanding

T o e 5
coordinated by the NAIC N~ end Assoc;ation of Tnsvranc. Cemmissioners.)

13
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(c) Credit shall be allowed when the reinsurance is ceded from an insurer domiciled in
this state to an assuming insurer meeting each of the following conditions:
(1) the assuming insurer must be licensed to transact reinsurance by, and have its
head office or be domiciled in, a reciprocal jurisdiction;
(2) the assuming insurer must have and maintain on an ongoing basis minimum
capital and surplus, or its equivalent, calculated on at least an annual basis as of the preceding
December 31 or at the annual date otherwise statutorily reported to the reciprocal jurisdiction,

7) of 4his subsec fian
and confirmed as set out in FAACZEESHED) according to the methodology of its domiciliary

jurisdiction, in the following amounts:
(A) no less than $250,000,000; or

(B) if the assuming insurer is an association, including incorporated and

S
individual unincorporated undemiter@
A
(i) minimum capital and surplus equivalents, net of liabilities, or

own funds of the equivalent of at least $250,000,000; and
(ii) a central fund containing a balance of the equivalent of at least
$250,000 ooogi-"
(3) the assummg insurer must have and maintain on an ongoing basis a minimum
solvency or capital ratio, as applicable, as follows:
____(A) if the assuming insurer has its head office or is domiciled in a

£ worthin. Hae -‘we_a.rwf\\ Ivan (1 Aml oo CiJ3(20CA);
reciprocal jurisdiction the ratio specified in the

applicable covered agreement;

14
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=== (B) if the assuming insurer is domiciled in a reciprocal jurisdiction aé*—

wihin the meaning givas in AS 24.12,020C 2 CR) »
ATt I AAC 263597552}, a risk-based capital ratio of 300 percent of the authorized

control level, calculated in accordance with the formula developed by the NAIC; or

Fre— : (C) if the assuming insurer is domiciled in a reciprocal jurisdiction ad—
within Fha maaning diven 1n RS 2),12.020¢7 2C20CC),
after consultation with the reciprocal jurisdiction and

= of the, Nodional)
considering recommendations published through the NAIC féommittee}srocess, a | Associodienof
/ A Trse ran co

solvency or capital ratio as the director determines to be an effective measure of | Cormmissioners

solvencyg?f‘
A

2
(4) the assuming insurer must agree to and provide adequate assurance, in the

form of a properly executed Form RJ-1, of its agreement to the following:
(A) the assuming insurer must agree to provide prompt written notice and

C2)or C2) oF +his sobgecy
explanation to the director if it falls below the minimum requirements set out 1

%9(-9—)(-?_)-01'—‘(333 or if a regulatory action is taken against it for serious noncompliance

with applicable law;

(B) the assuming insurer must consent in writing to the jurisdiction of the

courts of this state and to the appointment of the director as agent for service of processﬂy_/

/ 2
/he director may also require that consent be provided and included in each reinsurance

agreement under the director’s jurisdictiorqgt( othing in this pEovision ¥.all limit or alter '
2 A

2

the capacity of parties to a reinsurance agreement to agree to alternative dispute

resolution mechanisms, except to the extent the agreements are unenforceable under

applicable insolvency or delinquency laws;

15
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3 rRC ¢6s,

(C) the assuming insurer must consent in writing to pay all final
judgments, wherever enforcement is sought, obtained by a ceding insurer, that have been
declared enforceable in the territory where the judgment was obtained;

(D) each reinsurance agreement must include a provision requiring the
assuming insurer to provide security in an amount equal to 100 percent of the assuming
insurer’s liabilities attributable to reinsurance ceded under that agreement if the assuming
insurer resists enforcement of a final judgment that is enforceable under the law of the
jurisdiction in which it was obtained or a properly enforceable arbitration award, whether
obtained by the ceding insurer or by its legal successor on behalf of its estate, if
applicable;

(E) the assuming insurer must confirm that it is not presently participating
in a solvent scheme of arrangement, involves this state’s ceding insurers, and
agrees to notify the ceding insurer and the director and to provide 100 percent security to
the ceding insurer consistent with the terms of the scheme, should the assuming insurer

enter into a solvent scheme of arrangemenjﬁ"he security Bhal be in a form consistent
%

with the provisions of AS 21.12.020(a)(5)(c), 3 AAC 21.662,3 AAC

21.664,}3 AAC 21.670, and 3 AAC 21.68%;5 S=¢

“solvent scheme of arrangement” means a foreign or alien statutory or regulatory
= |

compromise procedurf;,\ Subject to requisite majority creditor approval and judicial
sanction in the assuming insurer’s home jurisdiction either to finally commute liabilities

of duly noticed classed members or creditors of a solvent debtor, or to reorganize or

s
g {n}"H\c\_i’

restructure the debts and obligations of a solvent debtor on a final basi%’ and may

2
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be subject to judicial recognition and enforcement of the arrangement by a governing
authority outside the ceding insurer’s home jurisdiction; and
(F) the assuming insurer must agree in writing to meet the applicable

((55aF Ihis subsection;))
information filing requirements as set out in3-AACZE3HE) )

(5) the assuming insurer or its legal successor must provide, if requested by the
director, on behalf of itself and its legal predecessors, the following documentation to the
director:

(A) for the two years preceding entry into the reinsurance agreement and
on an annual basis thereafter, the assuming insurer’s annual audited financial statements,
in accordance with the applicable law of the jurisdiction of its head office or domiciliary
jurisdiction, as applicable, including the external audit report;

(B) for the two years preceding entry into the reinsurance agreement, the
solvency and financial condition report or actuarial opinion, if filed with the assuming
insurer’s supervisor;

(C) before entry into the reinsurance agreement and not more than semi-
annually thereafter, an updated list of all disputed and overdue reinsurance claims
outstanding for 90 days or more, regarding reinsurance assumed from ceding insurers
domiciled in the United States; and

(D) before entry into the reinsurance agreement and not more than semi-
annually thereafter, information regarding the assuming insurer’s assumed reinsurance by
ceding insurer, ceded reinsurance by the assuming insurer, and reinsurance recoverable

on paid and unpaid losses by the assuming insurer to allow for the evaluation of the

26 of +his subsection)
criteria set out in ¢

17
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(6) the assuming insurer must maintain a practice of prompt payment of claims
(ena. or more of

under reinsurance agreementzgj(he lack of prompt payment \7@6 evidenced if the following
& o '
criteria 1§ met:

(A) more than 15 percent of the reinsurance recoverables from the

assuming insurer are overdue and in dispute as reported to the director;

(B) more than 15 percent of the assuming insurer’s ceding insurers or
¢ hoad)

reinsurers have overdue reinsurance recoverable on paid losses of 90 days or more sehieh

Fh oot (or reinsurer
are not in dispute and exceed for each ceding insurer $100,000, or as otherwise
ﬁ

specified in a covered agreement; or

(C) the aggregate amount of reinsurance recoverable on paid losses ¥h
are not in dispute, but are overdue by 90 days or more, exceeds $50,000,000, or as
otherwise specified in a covered agreemeng/

2
(7) the assuming insurer’s supervisory authority must confirm to the director on

k?:)’) ano ':'3) of 4')1: 3 ;U?%%G)FZC“E)
an annual basis that the assuming insurer complies with the requiréments set out 1n 2

== i and sub gec'ﬁor‘.
(8) nothing in this ision precludes an assuming insurer from providing the

director with information on a voluntary basis.

sl
(d) The director %ztimely create and publish a list of reciprocal jurisdictions

considering the following:

*@ ( waithia M hin e Meaning given in BS 21.12.020(iX2)CR) and.

(1) the director’s list include reciprocal Turisdictions Fs-defined-under3-AAL
a N"~*"°"-’~‘ Association 0f Tasyranw Commissionars’

751—.659@(—19%«-2-), and consider other reciprocal jurisdictions 1nc1udeE_I on t;e E_%IG list

of reciprocal jurisdictions}]l‘he director may approve a jurisdiction that does not appear on the
/7

"
*]
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NAIE list of reciprocal jurisdictions as provided by applicable law, regulation, or in accordance
oF the Naxional Rgfgc.i(.d‘;on of Insvrance CommiSSianers

with criteria published through the }LA—I-C Lommittee Process; and
A

(2) the director may remove a jurisdiction from the list of reciprocal jurisdictions
upon a determination that the jurisdiction no longer meets one or more of the requirements ofa

reciprocal jurisdiction, as provided by applicable law, regulation, or in accordance with a process

(oF . Notionad Resociobion of Irsurand COmmiss oaars ,

published through the N—Aﬁ Committee ,Procesg‘, except that the director 8aH not remove from
Wifhin Tha meaning given in A5 21,12.020 i 2ICA) and 613)_;)
: Pponremoval ofa

the list a reciprocal jurisdiction
reciprocal jurisdiction from this list credit for reinsurance ceded to an assuming insurer

domiciled in that jurisdiction 3aaH be allowed, if otherwise allowed under AS 21.12.020 01;};
(B An=21.6oo - 3 fAe 21.615.)

FECB05-690~
(e) The director shall timely create and publish a list of assuming insurers that have
wisl]
satisfied the following conditions set out in this section and to which cessions be granted

credit in accordance with this section: _
(accredivel by the. Hationa Associatian of Insurania. Comm »ss{onzr:sj

(1) if A 4 jurisdiction has determined that the conditions set out in
J U

<) of this sac¥ion
m have been met, the director P

determination, and add an assuming insurer to the list of assuming insurers to which cessions
52,
shall be granted credit in accordance with this subsectiond The director may accept financial
Ghz Nationa) Association of TaiGranca Camnﬁ_ssfoneri@ (Gccredibed by tha National Rssaciabion of Tnstranee
documentation filed with,another Mawedﬂe% Jurisdiction Jrwith-the- NAJE 1n satisfaction| &3¢0 ners
Ce> of Hhis secKan;)

i and

9 defer to that jurisdiction’s

of the requirements of
(2) when requesting that the director defer to another NAIC accredited

jurisdiction’s determination, an assuming insurer must submit a properly executed Form RJ-1

and additional information as the director may require

19
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((of thas Nechisn.d Assaciatisn of Tnsocance, Cam?‘gsﬁjg,\;—%

= .
notify other states through the ?ﬁﬁ{-e (;ommittee F’rocess and provide relevant information with
A

respect to the determination of eligibility.

(f) If the director determines that an assuming insurer no longer meets one or more of the
(A-s 21.12.626 (a){G) O.n_m
requirements un@this section, the director may revoke or suspend the eligibility of the
2s 21.12.0200 )6 ) ard ’f:_a.c_g_r_ Aance with AS 2:"\2_()9_@@,* Z\)
assuming insurer for recognition under this secti011.ﬁWhi]e an assuming insurer’s eligibility 1s

suspended,g reinsurance agreement issued, amended, or renewed after the effective date of the

. Jdo2s not qualify ) )
suspension for credit except to the extent that the assuming insurer’s obligations under

(S 212,020 anoh) (5 andH 2

the contract are secured in accordance with 3 AAC 21.66 }/f an assuming insurer’s eligibility is
A

revoked, &6 credit for reinsurance may be granted after the effective date of the revocation with

respect toﬁreinsurance agreement}/entered into by the assuming insurer, including reinsurance
A

agreement?’entered into before 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 director and

AS 21.12.0208c) andt)
consistent with ghe-provistonsot 3 AAC 21.662.

(g) Before denying statement credit or imposing a requirement to post security with

respect to (f) of this section, or adopting similar requirements that will have substantially the
same regulatory effect as security, the director $Hall:
will

(1) communicate with the ceding insurer, the assuming insurer, and the assuming
A

insurer’s supervisory authority that the assuming insurer no longer satisfies one of the conditions

listed in (c¢) of this section;
(2)|pr0vide the assuming insurer with 30 days from the initial communication to

submit a plan to remedy the defect, and 90 days from the initial communication to remedy the
A
defect, except in exceptional circumstances in which a shorter period is necessary for

policyholder and other consumer protections;
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t_ﬂw_] gm_[.o,., Yhe fequ Uirements a5 st out in Hhis S'Jbsez_*'or\,
(3) Yafter the expiration of 90 days or less, as set out in (2) of this subsection, if the

director determines that no or insufficient action was taken by the assuming msurelﬁl?::d'rrcﬁef

(4)Aprovide a written explanation to the assuming insurer of the requirements set
out in this subsection.
(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.:
L

F (Eff. \Z / 2% / 202\, Register 240 )
Authority  AS 21.06.090 AS 21.12.020 ]

3 AAC 21.694(f)(8) is amended to read:

(8) for certified reinsurers not domiciled in the United States, audited financial
statements, [AUDITED UNITED STATES GAAP BASIS IF AVAILABLE, AUDITED IFRS
BASIS STATEMENTS ARE ALLOWED BUT MUST INCLUDE AN AUDITED FOOTNOTE
RECONCILING EQUITY AND NET INCOME TO A UNITED STATES GAAP BASIS, OR,
WITH THE PERMISSION OF THE STATE INSURANCE DIRECTOR, AUDITED IFRS
STATEMENTS WITH RECONCILIATION TO UNITED STATES GAAP CERTIFIED BY

AN OFFICER OF THE COMPANY,] regulatory filings, and actuarial opinion as filed with the

non-United States jurisdiction supervisor, with a translation into EnglishJupon the initial
Yy -

., .
o 102 far . 2. U Rl a2,
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application for certification, the director will consider audited financial statements for the last
2k, —3(4h.2 resnsurer’s — U.C,

V o~

27D two [THREE] years filed with Etsﬂnon—United States jurisdiction supervisor;
N

3 AAC 21.694(i)(4) is amended to read:

(4) annually, the most recent audited financial statements, [AUDITED UNITED
STATES GAAP BASIS IF AVAILABLE, AUDITED IFRS BASIS STATEMENTS ARE
ALLOWED BUT MUST INCLUDE AN AUDITED FOOTNOTE RECONCILING EQUITY
AND NET INCOME TO A UNITED STATES GAAP BASIS, OR, WITH THE PERMISSION
OF THE STATE INSURANCE DIRECTOR, AUDITED IFRS STATEMENTS WITH
RECONCILIATION TO UNITED STATES GAAP CERTIFIED BY AN OFFICER OF THE

COMPANY,] regulatory filings, and actuarial opinion, as filed with the certified reinsurer's

supervisn:)rE with a translation into English u’p’on the initial application for certification, the
Ulrme Lt/ on 2.0 tw sl | S 4.y (Fre reinsurer 5 &l A0 e UC))
director will consider audited financial statements for the last two [THREE] years filed with ﬁ_tsj
L=

non-United States jurisdiction supervisor; ((Eff. 12/26/2019, Register 232; am
\f vl Z 1\ - m———

I1Z /23 /2021, Register 240 )

A
Authority  AS 21.06.090 AS 21.12.020

3 AAC 21.695 is amended by adding new paragraphs to read:

(13) “actuarial method” means the methodology used to determine the required

21.615( )}
level of primary security, as described in 3 AAC

(14) “covered policies” means &Mﬁw&mmmmﬂb@d
A
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“IAY life insurance policies with guaranteed nonlevel gross premiums

%{ guaranteed nonlevel benefits, except for flexible premium universal life insurance

policies; org"
‘n

B flexible premium universal life insurance policies with provisions

resulting in the ability of a policyholder to keep a policy in force over a secondary

R =
< LD?AIAugs SUb:"ecT tis an (:xerw.;-’*'mn under 3 AAC ,”.LG!S@

guarantee periods

Cii ) ranchforheredh ol les:

{(covaraedd
(15) “grandfathered policies” Tmeans policies 8Lth,e.l¥pes_c!ﬂicubed_IIL(J_4.).(A.)-and.
A -

T14¥B) that werd;}"

or
covered policiesl%i&g grandfathered policies.

“required level of primary security” means the dollar amount determir@

rcue

than the total reserve cedec}q_é‘b

(A) issued before January 1, 2015; and

(B) ceded, as of December 31, 2014, as part of a reinsurance treaty that
J

would not have met one of the exemptions set out in 3 AAC 21.615(H) had that

subsection then been in effec17i-@
(3obicies Wk are. not)

(16) “non-covered policies” means #Fpoticy that does-

applying the actuarial method to the risks ceded with respect to covered policies, but not more

y

T—d
gl

(18) “primary security” means tl'-le following forms of security:

(A) cash meeting the requirements of AS 21.12.020(c)(1);
(B) securities listed By the /S’ecurities ZVéIuation{O'fﬁce meeting the
requirements of AS 21.12.020(c)(2), but excluding a synthetic letter of credit, contingent

note, credit-linked notg\ or other similar security that operates in a manner similar to a

3

23
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N

) r\[ letter of credit, and excluding the securities issued by the ceding insurer or its affiliates;
and

\

(C) for security held in connection with funds-withheld and modified

coinsurance reinsurance treaties:

7

| (i) commercial loans in good standing of CM3 quality and higher; A
(ii) policy loans; and

|

\'/ (iii) derivatives acquired in the normal course and used to support

l and hedge liabilities pertaining to the actual risks in the policies ceded under the

' = reinsurance treatyp?f'
N J

FT19) “other security” means the security acceptable to the director other than

2 . . vy s . . ?/
%errrrty‘rrreermg‘ﬂ'redeﬁnum&e—f primary securityg .
1 % e
\:j\ “\lcx‘{_’_l_(‘.f\:a.i Ass0 aaticn of ng urmmﬁmzm
(20) “valuation manual” means the valuation manual adopted by the

@f_.:\';,-)r‘-m-\ Ascoricmbinn oF Trsoronce Qo 5310 020s

described in AS 21.18.112, with all amendments adopted by the $ATE that are effective for the

UM B

financial statement date on which credit for reinsurance is claimec‘iff
5

(21) “VM-20” means “Requirements for Principle-Based Reserves for Life
10721 /92, Ragustze 124 am ll/zj/qq’
Products,” including all relevant definitions, from the valuation manual. (Eff. 8342668, '
325 o 1f21/75004, RagrFter 172} )
: 196: am | /23 /202l Register 240)

Register

Authority: AS 21.06.090 AS 21.12.020

3 AAC 25.100(c) is amended to read:
(¢) The quarterly report must include the initial placement of coverage as well as changes
in coverage during that period that result in an increase or decrease of premiums, taxes, or fees.

The surplus lines broker shall use the effective date for the initial placement of coverage.
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Initial placement of coverage includes new and renewal transactions. (Eff. 8/28/91, Register
119; am 3/11/98, Register 145; am 6/11/2006, Register 178; am 7/25/2008, Register 187; am
12/28/2008, Register 188; am 9/4/2014, Register 211; am 12/20/2020, Register 236; am

12 /2% / 202\, Register 240)

Authority:  AS 21.06.090 AS 21.34.080 AS 21.34.170
AS 21.34.180 AS 21.34.190 AS 21.34.250
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