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PURPOSE: This rule sets forth rules and pro-
cedural requirements which the director
deems necessary to carry out the provisions
of the Law on Credit Reinsurance, section
375.246, RSMo. The actions and information
required by this rule are declared to be nec-
essary and appropriate in the public interest
and for the protection of the ceding insurers
in this state. 

(1) If any provisions of this rule, or their
application to any person or circumstance,
are held invalid, that determination shall not
affect other provisions or applications of this
rule which can be given effect without the
invalid provision or application and to that
end the provisions of this rule are separable. 

(2) Pursuant to section 375.246.1(1), RSMo,
the director shall allow credit for reinsurance
ceded by a domestic insurer to assuming
insurers which were licensed in this state as
of the date of the ceding insurer�s statutory
financial statement. For purposes of this rule,
an insurer whose certificate of authority has
been suspended or revoked for one (1) or
more of the grounds set forth in section
375.881.1(1), (2), or (3), RSMo, shall be
deemed not licensed in this state.

(3) Credit for Reinsurance�Accredited Rein-
surers. 

(A) Pursuant to section 375.246.1(2),
RSMo, the director shall allow credit for
reinsurance ceded by a domestic insurer to an
assuming insurer which is accredited as a
reinsurer in this state as of the date of the
ceding insurer�s statutory financial statement.
An accredited reinsurer is one which�

1. Files with the director the following:
A. A properly executed application

for approval as an authorized reinsurer, the
form of which is set forth as Exhibit 1 of this
rule, included herein; 

B. A certified copy of a letter or a cer-
tificate of authority or of compliance as evi-
dence that the company is licensed to transact
insurance or reinsurance in at least one (1)
state or, in the case of a United States branch
of an alien assuming insurer, is entered
through and licensed to transact insurance or
reinsurance in at least one (1) state; 

C. A properly executed appointment
of the director to acknowledge or receive ser-

vice of process, the form of which is set forth
as Exhibit 2 of this rule included herein; 

D. A properly executed Form AR-1,
which is set forth as Exhibit 3 of this rule
included herein, as evidence of its submission
to this state�s jurisdiction and to this state�s
authority to examine its books and records; 

E. A copy of its articles of incorpora-
tion or association, as amended, duly certi-
fied by the proper officer of the state under
whose laws it is organized or incorporated; 

F. A copy of its bylaws, certified by its
secretary; 

G. A biographical sketch of its direc-
tors and officers as listed in its annual state-
ment, accompanied by the original signatures
of those directors and officers, the form of
which is set forth as Exhibit 4 of this rule,
included here; 

H. A copy of the registration state-
ment of any holding company system if it is a
member of such a system; and 

I. Its most currently dated audited
financial report; 

2. Files with the director in addition to
its initial application, and annually after that,
prior to March 1 of each year, a certified
copy of the annual statement it has filed with
the insurance department of its state of domi-
cile or, in the case of an alien assuming insur-
er, with the state through which it is entered
and in which it is licensed to transact insur-
ance or reinsurance, including an actuarial
certification and management discussion and
analysis;

3. Includes, with the documents
required to be filed under preceding provi-
sions of this section, the appropriate filing
fees as set forth in section 374.230, RSMo;
and 

4. Maintains a surplus as regards poli-
cyholders in an amount not less than twenty
(20) million dollars and whose accreditation
has not been denied by the director within
ninety (90) days of its submission or, in the
case of companies with a surplus as regards
policyholders of less than twenty (20) million
dollars, whose accreditation has been
approved by the director. 

(B) If the director determines that the
assuming insurer has failed to meet or main-
tain any of these qualifications, s/he, upon
written notice and hearing, may revoke the
accreditation. No credit shall be allowed a
domestic ceding insurer with respect to rein-
surance ceded on or after December 31,
1991, if the assuming insurer�s accreditation
has been denied or revoked by the director
after notice and hearing. 

(4) Credit for Reinsurance�Qualified Rein-
surer Domiciled and Licensed in Another
State. 

(A) Pursuant to section 375.246.1(3),
RSMo, the director shall allow credit for
reinsurance ceded by a domestic insurer to an
assuming insurer which is qualified as a rein-
surer as of the date of the ceding insurer�s
statutory financial statement. A qualified
reinsurer is one which�

1. Files the following with the director: 
A. A properly executed application

for approval as an authorized reinsurer, the
form of which is set forth as Exhibit 1 of this
rule; 

B. Certified copy of a letter or a cer-
tificate of authority or of compliance as evi-
dence that the company is licensed to transact
insurance or reinsurance in at least one (1)
state or, in the case of a United States branch
of an alien assuming insurer, is entered
through and licensed to transact insurance or
reinsurance in at least one (1) state; and

C. A properly executed appointment
of the director to acknowledge or receive ser-
vice of process, the form of which is set forth
as Exhibit 2 of this rule; 

2. Files with the director in addition to
its initial application, and annually after that,
prior to March 1 of each year, a certified
copy of the annual statement it has filed with
the insurance department of its state of domi-
cile or, in the case of an alien assuming insur-
er, with the state through which it is entered
and in which it is licensed to transact insur-
ance or reinsurance, including an actuarial
certification and management discussion and
analysis required as part of the National
Association of Insurance Commissioner
(NAIC) annual statement requirements; 

3. Files with the director a properly exe-
cuted Form AR-2, the form of which is set
forth as Exhibit 5 of this rule, included here-
in, as evidence of its submission to this
state�s authority to examine its books and
records; 

4. Is domiciled and licensed in (or, in
the case of a United States branch of an alien
assuming insurer, is entered through and
licensed in) a state which employs standards
regarding credit for reinsurance substantially
similar to those applicable under the Law on
Credit Reinsurance, section 375.246, RSMo
(the Act) and this rule; 

5. Includes with the documents required
to be filed under preceding provisions of this
section the appropriate filing fees as set forth
in section 374.230, RSMo; and

6. Maintains a surplus as regards poli-
cyholders in an amount not less than twenty
(20) million dollars.
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(B) The provisions of this section relating
to surplus as regards policyholders shall not
apply to reinsurance ceded and assumed pur-
suant to pooling arrangements among insur-
ers in the same holding company system. As
used in this section, substantially similar
standards means credit for reinsurance stan-
dards which the director determines equal or
exceed the standards of the Act and this rule. 

(5) Credit for Reinsurance�Reinsurers Main-
taining Trust Funds.

(A) Pursuant to section 375.246.1(4),
RSMo, the director shall allow credit for
reinsurance ceded by a domestic insurer to an
assuming insurer which, as of the date of the
ceding insurer�s statutory financial statement,
maintains a trust fund in an amount pre-
scribed in this rule in a qualified United
States financial institution as defined in sec-
tion 375.246.3(2), RSMo, for the payment of
the valid claims of its United States policy-
holders and ceding insurers, their assigns and
successors in interest. The assuming insurer
shall report annually to the director substan-
tially the same information as that required to
be reported on the NAIC annual statement
form by licensed insurers, to enable the direc-
tor to determine the sufficiency of the trust
fund. 

(B) The following requirements apply to
the following categories of assuming insurer: 

1. The trust fund for a single assuming
insurer shall consist of funds in trust in an
amount not less than the assuming insurer�s
liabilities attributable to business written in
the United States, and in addition, a trusteed
surplus of not less than twenty (20) million
dollars;

2. The trust fund for a group of individ-
ual unincorporated underwriters shall consist
of funds in trust in an amount not less than
the group�s aggregate liabilities attributable
to business written in the United States and,
in addition, the group shall maintain a
trusteed surplus of which one hundred (100)
million dollars shall be held jointly for the
benefit of the United States ceding insurers of
any member of the group. The group shall
make available to the director annual certifi-
cations by the group�s domiciliary regulator
and its independent public accountants of the
solvency of each underwriter member of the
group; and 

3. The trust fund for a group of incor-
porated insurers under common administra-
tion, whose members possess aggregate poli-
cyholders� surplus of ten (10) billion dollars
(calculated and reported in substantially the
same manner as prescribed by the annual
statement instructions and Accounting Prac-
tices and Procedures Manual of the NAIC)

and which continuously has transacted an
insurance business outside the United States
for at least three (3) years immediately prior
to making application for accreditation, shall
consist of funds in trust in an amount not less
than the assuming insurer�s liabilities
attributable to business ceded by United
States ceding insurers to any members of the
group pursuant to reinsurance contracts
issued in the name of that group and, in addi-
tion, the group shall maintain a joint trusteed
surplus of which one hundred (100) million
dollars shall be held jointly for the benefit of
United States ceding insurers of any member
of the group. The group shall file a properly
executed Form AR-1 as evidence of the sub-
mission to this state�s authority to examine
the books and records of any of its members
and shall certify that any member examined
will bear the expense of any examination.
The group shall make available to the direc-
tor annual certifications by the member�s
domiciliary regulators and their independent
public accountants of the solvency of each
member of the group. 

(C) That trust shall be established in a
form approved by the director and complying
with section 375.246.1., RSMo and this sec-
tion. The trust instrument shall provide that�

1. Contested claims shall be valid and
enforceable out of funds in trust to the extent
remaining unsatisfied thirty (30) days after
entry of the final order of any court of com-
petent jurisdiction in the United States; 

2. Legal title to the assets of the trust
shall be vested in the trustee for the benefit of
the grantor�s United States policyholders and
ceding insurers, their assigns and successors
in interest; 

3. The trust shall be subject to examina-
tion as determined by the director; 

4. The trust shall remain in effect for as
long as the assuming insurer, or any member
or former member of a group of insurers,
shall have outstanding obligations under rein-
surance agreements subject to the trust; 

5. No later than February 28 of each
year, the trustees of the trust shall report to
the director in writing setting forth the bal-
ance of the trust and listing the trust�s invest-
ments at the preceding year end and shall cer-
tify the date of termination of the trust, if so
planned, or certify that the trust shall not
expire prior to the next following December
31; and 

6. No amendment to the trust shall be
effective unless reviewed and approved in
advance by the director. 

(6) Credit for Reinsurance Required by Law.
Pursuant to section 375.246.1(5), RSMo, the
director shall allow credit for reinsurance

ceded by a domestic insurer to an assuming
insurer not meeting the requirements of sec-
tion 375.246.1(1), (2), (3) or (4), RSMo, but
only with respect to the insurance of risks
located in jurisdictions where that reinsur-
ance is required by the applicable law or reg-
ulation of that jurisdiction. As used in this
section, jurisdiction means any state, district
or territory of the United States and any law-
ful national government. 

(7) Reduction From Liability for Reinsurance
Ceded to an Unauthorized Assuming Insurer.
Pursuant to section 375.246.2., RSMo, the
director shall allow a reduction from liability
for reinsurance ceded by a domestic insurer
to an assuming insurer not meeting the
requirements of section 375.246.1., RSMo,
in an amount not exceeding the liabilities car-
ried by the ceding insurer. That reduction
shall be in the amount of funds held by or on
behalf of the ceding insurer, including funds
held in trust for the exclusive benefit of the
ceding insurer, under a reinsurance contract
with the assuming insurer as security for the
payment of obligations under it. That securi-
ty must be held in the United States subject
to withdrawal solely by, and under the exclu-
sive control of, the ceding insurer or, in the
case of a trust, held in a qualified United
States financial institution as defined in sec-
tion 375.246.3(2), RSMo. This security may
be in the form of any of the following: 

(A) Cash; 
(B) Securities listed by the Securities Valu-

ation Office of the NAIC and qualifying as
admitted assets; 

(C) Clean, irrevocable, unconditional and
evergreen letters of credit issued or con-
firmed by a qualified United States institu-
tion, as defined in section 375.246.3(1),
RSMo, effective no later than December 31
of the year for which filing is being made and
in the possession of the ceding company on
or before the filing date of its annual state-
ment. Letters of credit meeting applicable
standards of issuer acceptability as of the
dates of their issuance (or confirmation),
notwithstanding the issuing (or confirming)
institution�s subsequent failure to meet appli-
cable standards of issuer acceptability, shall
continue to be acceptable as security until
their expiration, extension, renewal, modifi-
cation or amendment whichever first occurs;
and 

(D) Any other form of security acceptable
to the director and approved by the attorney
general. An admitted asset or a reduction
from liability for reinsurance ceded to an
unauthorized assuming insurer pursuant to
subsections (7)(A)�(C) of this rule shall be
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allowed only when the requirements of sec-
tion (8), (9) or (10) of this rule are met. 

(8) Trust Agreements Qualified Under Sec-
tion (7). 

(A) As used in this section�
1. Beneficiary means the entity for

whose sole benefit the trust has been estab-
lished and any successor of the beneficiary by
operation of law. If a court of law appoints a
successor in interest to the named beneficia-
ry, then the named beneficiary includes, and
is limited to, the court-appointed domiciliary
receiver (including conservator, rehabilitator
or liquidator); 

2. Grantor means the entity that has
established a trust for the sole benefit of the
beneficiary. When established in conjunction
with a reinsurance agreement, the grantor is
the unlicensed, unaccredited assuming insur-
er; and 

3. Obligations, as used in paragraph
(8)(B)11. of this rule, means�

A. Reinsured losses and allocated loss
expenses paid by the ceding company, but not
recovered from the assuming insurer; 

B. Reserves for reinsured losses
reported and outstanding; 

C. Reserves for reinsured losses
incurred but not reported; and 

D. Reserves for allocated reinsured
loss expenses and unearned premiums. 

(B) Required Conditions. 
1. The trust agreement shall be entered

into between the beneficiary, the grantor and
a trustee which shall be a qualified United
States financial institution as defined in sec-
tion 375.246.3(2), RSMo. 

2. The trust agreement shall create a
trust account into which assets shall be
deposited. 

3. All assets in the trust account shall be
held by the trustee at the trustee�s office in
the United States, except that a bank may
apply for the director�s permission to use a
foreign branch office of that bank as trustee
for trust agreements established pursuant to
this section. If the director approves the use
of that foreign branch office as trustee, then
its use must be approved by the beneficiary in
writing and the trust agreement must provide
that the written notice described in subpara-
graph (8)(B)4.A. of this rule also must be
presentable, as a matter of legal right, at the
trustee�s principal office in the United States. 

4. The trust agreement shall provide
that�

A. The beneficiary shall have the
right to withdraw assets from the trust
account at any time, without notice to the
grantor, subject only to written notice from
the beneficiary to the trustee; 

B. No other statement or document is
required to be presented in order to withdraw
assets, except that the beneficiary may be
required to acknowledge receipt of withdrawn
assets; 

C. It is not subject to any conditions
or qualifications outside of the trust agree-
ment; and 

D. It shall not contain references to
any other agreements or documents except as
provided for under paragraph (8)(B)11. of
this rule.

5. The trust agreement shall be estab-
lished for the sole benefit of the beneficiary. 

6. The trust agreement shall require the
trustee to�

A. Receive assets and hold all assets
in a safe place; 

B. Determine that all assets are in the
form that the beneficiary, or the trustee upon
direction by the beneficiary, whenever neces-
sary, may negotiate any assets, without con-
sent or signature from the grantor or any
other person or entity; 

C. Furnish to the grantor and the ben-
eficiary a statement of all assets in the trust
account upon its inception and at intervals no
less frequent than the end of each calendar
quarter; 

D. Notify the grantor and the benefi-
ciary within ten (10) days of any deposits to
or withdrawals from the trust account; 

E. Take immediately, upon written
demand of the beneficiary, any steps neces-
sary to transfer absolutely and unequivocally
all right, title and interest in the assets held in
the trust account to the beneficiary and deliv-
er physical custody of these assets to the ben-
eficiary; and 

F. Allow no substitutions or with-
drawals of assets from the trust account,
except on written instructions from the bene-
ficiary, except that the trustee, without the
consent of but with notice to the beneficiary,
upon call or maturity of any trust asset may
withdraw the asset upon condition that the
proceeds are paid into the trust account. 

7. The trust agreement shall provide that
at least thirty (30) days, but not more than
forty-five (45) days, prior to termination of
the trust account, written notification of ter-
mination shall be delivered by the trustee to
the beneficiary. 

8. The trust agreement shall be made
subject to and governed by the laws of the
state in which the trust is established. 

9. The trust agreement shall prohibit
invasion of the trust corpus for the purpose of
paying compensation to, or reimbursing the
expenses of, the trustee. 

10. The trust agreement shall provide
that the trustee shall be liable for its own neg-

ligence, willful misconduct or lack of good
faith. 

11. Notwithstanding other provisions of
this rule, when a trust agreement is estab-
lished in conjunction with a reinsurance
agreement covering risks other than life,
annuities, and accident and health, where it is
customary practice to provide a trust agree-
ment for a specific purpose, this trust agree-
ment, notwithstanding any other conditions
in this rule, may provide that the ceding
insurer shall undertake to use and apply
amounts drawn upon the trust account, with-
out diminution because of the insolvency of
the ceding insurer or the assuming insurer,
for the following purposes: 

A. To pay or reimburse the ceding
insurer for the assuming insurer�s share
under the specific reinsurance agreement
regarding any losses and allocated loss
expenses paid by the ceding insurer, but not
recovered from the assuming insurer, or for
unearned premiums due to the ceding insurer
if not otherwise paid by the assuming insur-
er; 

B. To make payment to the assuming
insurer of any amounts held in the trust
account that exceed one hundred two percent
(102%) of the actual amount required to fund
the assuming insurer�s obligations under the
specific reinsurance agreement; or 

C. Where the ceding insurer has
received notification of termination of the
trust account and where the assuming insur-
er�s entire obligations under the specific rein-
surance agreement remain unliquidated and
undischarged ten (10) days prior to that ter-
mination date, to withdraw amounts equal to
those obligations and deposit those amounts
in a separate account, in the name of the ced-
ing insurer in any qualified United States
financial institution as defined in section
375.246.3(2), RSMo, apart from its general
assets, in trust for those uses and purposes
specified in subparagraphs (8)(B)11.A. and
B. as may remain executory after withdrawal
and for any period after the termination date. 

12. The reinsurance agreement entered
into in conjunction with a trust agreement
may contain, but need not contain, the provi-
sions required by subparagraph (8)(D)1.B. of
this rule, so long as the required conditions
are included in the trust agreement. 

(C) Permitted Conditions. 
1. The trust agreement may provide that

the trustee may resign upon delivery of a
written notice of resignation, effective not
fewer than ninety (90) days after receipt by
the beneficiary and grantor of the notice and
that the trustee may be removed by the
grantor by delivery to the trustee and the ben-
eficiary of a written notice of removal, effec-
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tive not fewer than ninety (90) days after
receipt by the trustee and the beneficiary of
the notice, provided that this resignation or
removal shall not be effective until a succes-
sor trustee has been duly appointed and
approved by the beneficiary and the grantor,
and all assets in the trust have been duly
transferred to the new trustee. 

2. The grantor may have the full and
unqualified right to vote any shares of stock
in the trust account and from time-to-time to
receive payments of any dividends or interest
upon any shares of stock or obligations
included in the trust account. Any interest or
dividends either shall be forwarded promptly
upon receipt to the grantor or deposited in a
separate account established in the grantor�s
name. 

3. The trustee may be given authority to
invest and accept substitutions of any funds in
the account, provided that no investment or
substitution shall be made without prior
approval of the beneficiary, unless the trust
agreement specifies categories of investments
acceptable to the beneficiary and authorizes
the trustee to invest those funds and to accept
substitutions which the trustee determines are
at least equal in market value to the assets
withdrawn and that are consistent with the
restrictions in subparagraph (8)(D)1.B. of
this rule. 

4. The trust agreement may provide that
the beneficiary, at any time, may designate a
party to which all or part of the trust assets
are to be transferred. That transfer may be
conditioned upon the trustee receiving, prior
to or simultaneously, other specified assets. 

5. The trust agreement may provide that,
upon termination of the trust account, all
assets not withdrawn previously by the bene-
ficiary, with written approval by the benefi-
ciary, shall be delivered over to the grantor. 

(D) Additional Conditions Applicable to
Reinsurance Agreements. 

1. A reinsurance agreement, which is
entered into in conjunction with a trust agree-
ment and the establishment of a trust account,
may contain provisions that:

A. Require the assuming insurer to
enter into a trust agreement and to establish a
trust account for the benefit of the ceding
insurer and specifying what that agreement is
to cover; 

B. Stipulate that assets deposited in
the trust account shall be valued according to
their current fair market value and shall con-
sist only of cash (United States legal tender),
certificates of deposit (issued by a United
States bank and payable in United States legal
tender) and investments of the types permit-
ted by the Insurance Code or any combina-
tion of the previously mentioned; provided,

that investments are issued by an institution
that is not the parent, subsidiary or affiliate
of either the grantor or the beneficiary. The
reinsurance agreement may further specify
the types of investments to be deposited.
Where a trust agreement is entered into in
conjunction with a reinsurance agreement
covering risks other than life, annuities, and
accident and health, then that trust agreement
may contain the provisions required by para-
graph (8)(D)1. in lieu of including those pro-
visions in the reinsurance agreement; 

C. Require the assuming insurer,
prior to depositing assets with the trustee, to
execute assignments, endorsements in blank,
or transfer legal title to the trustee of all
shares, obligations or any other assets requir-
ing assignments, in order that the ceding
insurer, or the trustee upon the direction of
the ceding insurer, whenever necessary, may
negotiate any assets without consent or signa-
ture from the assuming insurer or any other
entity; 

D. Require that all settlements of
account between the ceding insurer and the
assuming insurer be made in cash or its
equivalent; and 

E. Stipulate that the assuming insurer
and the ceding insurer agree that the assets in
the trust account, established pursuant to the
provisions of the reinsurance agreement, may
be withdrawn by the ceding insurer at any
time, notwithstanding any other provisions in
the reinsurance agreement, and shall be uti-
lized and applied by the ceding insurer or its
successors in interest by operation of law,
including, without limitation, any liquidator,
rehabilitator, receiver or conservator of that
company, without diminution because of
insolvency on the part of the ceding insurer or
the assuming insurer, only for the following
purposes: 

(I) To reimburse the ceding insurer
for the assuming insurer�s share of premiums
returned to the owners of policies reinsured
under the reinsurance agreement because of
cancellation of those policies; 

(II) To reimburse the ceding insur-
er for the assuming insurer�s share of surren-
ders and benefits or losses paid by the ceding
insurer pursuant to the provisions of the poli-
cies reinsured under the reinsurance agree-
ment; 

(III) To fund an account with the
ceding insurer in an amount at least equal to
the deduction, for reinsurance ceded, from
the ceding insurer liabilities for policies
ceded under the agreement. That account
shall include, but not be limited to, amounts
for policy reserves, claims and losses
incurred (including losses incurred but not

reported), loss adjustment expenses and
unearned premium reserves; and 

(IV) To pay any other amounts the
ceding insurer claims are due under the rein-
surance agreement. 

2. The reinsurance agreement also may
contain provisions that�

A. Give the assuming insurer the
right to seek approval from the ceding insur-
er to withdraw from the trust account any
part of the trust assets and transfer those
assets to the assuming insurer; provided�

(I) The assuming insurer, at the
time of that withdrawal, shall replace the
withdrawn assets with other qualified assets
having a market value equal to the market
value of the assets withdrawn so as to main-
tain at all times the deposit in the required
amount; or 

(II) After that withdrawal and trans-
fer, the market value of the trust account is no
less than one hundred two percent (102%) of
the required amount. The ceding insurer shall
not unreasonably or arbitrarily withhold its
approval;

B. Provide for�
(I) The return of any amount with-

drawn in excess of the actual amounts�
required for parts (8)(D)1.E.(I)�(III) or, in
the case of part (8)(D)1.E.(IV), any amounts
that are subsequently determined not to be
due; and 

(II) Interest payments, at a rate not
in excess of the prime rate of interest, on the
amounts held pursuant to part
(8)(D)1.E.(III); and

C. Permit the award by any arbitration
panel or court of competent jurisdiction of�

(I) Interest at a rate different from
that provided in part (8)(D)1.B.(II); 

(II) Court of arbitration costs; 
(III) Attorney�s fees; and 
(IV) Any other reasonable expens-

es. 
3. Financial reporting. A trust agree-

ment may be used to reduce any liability for
reinsurance ceded to an unauthorized assum-
ing insurer in financial statements required to
be filed with this department in compliance
with the provisions of this rule when estab-
lished on or before the date of filing of the
financial statement of the ceding insurer. Fur-
ther, the reduction for the existence of an
acceptable trust account may be up to the cur-
rent fair market value of acceptable assets
available to be withdrawn from the trust
account at that time, but that reduction shall
be no greater than the specific obligations
under the reinsurance agreement that the trust
account was established to secure. 

4. Existing agreements. Notwithstand-
ing the effective date of this rule, January 1,

6 CODE OF STATE REGULATIONS (10/31/04)        MATT BLUNT
Secretary of State

20 CSR 200-2�DEPARTMENT OF INSURANCE Division 200�Financial Examination



1992, any trust agreement or underlying rein-
surance agreement in existence prior to Jan-
uary 1, 1991 will continue to be acceptable
until December 31, 1991, at which time the
agreements will have to be in full compliance
with this rule for the trust agreement to be
acceptable. 

5. The failure of any trust agreement to
specifically identify the beneficiary as
defined in subsection (8)(A) of this rule shall
not be construed to affect any actions or
rights which the director may take or possess
pursuant to the provisions of the laws of this
state. 

(9) Letters of Credit Qualified Under Section
(7). 

(A) The letter of credit must be clean, irre-
vocable and unconditional, and issued or con-
firmed by a qualified United States financial
institution as defined in section 375.246.3(1),
RSMo. The letter of credit shall contain an
issue date and date of expiration and shall
stipulate that the beneficiary need only draw
a sight draft under the letter of credit and pre-
sent it to obtain funds and that no other doc-
ument need be presented. The letter of credit
also shall indicate that it is not subject to any
condition or qualifications outside the letter
of credit. In addition, the letter of credit itself
shall not contain reference to any other agree-
ments, documents or entities, except as pro-
vided in paragraph (9)(I)1. of this rule. As
used in this section, beneficiary means the
domestic insurer for whose benefit the letter
of credit has been established and any suc-
cessor of the beneficiary by operation of law.
If a court of law appoints a successor in inter-
est to the named beneficiary, then the named
beneficiary includes, and is limited to, the
court-appointed domiciliary receiver (includ-
ing conservator, rehabilitator or liquidator). 

(B) The heading of the letter of credit may
include a boxed section which contains the
name of the applicant and other appropriate
notations to provide a reference for that letter
of credit. The boxed section shall be clearly
marked to indicate that the information is for
internal identification purposes only. 

(C) The letter of credit shall contain a
statement to the effect that the obligation of
the qualified United States financial institu-
tion under the letter of credit is in no way
contingent upon reimbursement with respect
to the letter of credit.

(D) The term of the letter of credit shall be
for at least one (1) year and shall contain an
evergreen clause which prevents the expira-
tion of the letter of credit without due notice
from the issuer. The evergreen clause shall
provide for a period of no less than thirty (30)

days� notice prior to expiry date or nonre-
newal. 

(E) The letter of credit shall state whether
it is subject to or governed by the laws of this
state or the Uniform Customs and Practice
for Documentary Credits of the International
Chamber of Commerce (Publication 400) and
all drafts drawn under the letter of credit shall
be presentable at an office in the United
States of a qualified United States financial
institution. 

(F) If the letter of credit is made subject to
the Uniform Customs and Practice for Docu-
mentary Credits of the International Chamber
of Commerce (Publication 400), then the let-
ter of credit specifically shall address and
make provision for an extension of time to
draw against the letter of credit in the event
that one (1) or more of the occurrences spec-
ified in Article 19 of Publication 400 occur. 

(G) The letter of credit shall be issued or
confirmed by a qualified United States finan-
cial institution authorized to issue letters of
credit, pursuant to section 375.246.3(1),
RSMo. 

(H) If the letter of credit is issued by a
qualified United States financial institution
authorized to issue letters of credit, other
than a qualified United States financial insti-
tution as described in subsection (9)(G) of
this rule, then the following additional
requirements shall be met: 

1. The issuing qualified United States
financial institution shall formally designate
the conforming qualified United States finan-
cial institution as its agent for the receipt and
payment of the drafts; and 

2. The evergreen clause shall provide for
thirty (30) days� notice prior to expiry date
for nonrenewal. 

(I) Reinsurance Agreement Provisions. 
1. The reinsurance agreement, in con-

junction with which the letter of credit is
obtained, may contain provisions which:

A. Require the assuming insurer to
provide letters of credit to the ceding insurer
and specify what they are to cover; 

B. Stipulate that the assuming insurer
and ceding insurer agree that the letter of
credit provided by the assuming insurer, pur-
suant to the provisions of the reinsurance
agreement, may be drawn upon at any time,
notwithstanding any other provisions in that
agreement and shall be utilized by the ceding
insurer or its successors in interest only for
one (1) or more of the following reasons: 

(I) To reimburse the ceding insurer
for assuming insurer�s share of premiums
returned to the owners of policies reinsured
under the reinsurance agreement on account
of cancellations of those policies; 

(II) To reimburse the ceding insur-
er for the assuming insurer�s share of surren-
ders and benefits or losses paid by the ceding
insurer under the terms and provisions of the
policies reinsured under the reinsurance
agreement; 

(III) To fund an account with the
ceding insurer in an amount at least equal to
the deduction, for reinsurance ceded, from
the ceding insurer�s liabilities for policies
ceded under the agreement (that amount shall
include, but not be limited to, amounts for
policy reserves, claims and losses incurred
and unearned premium reserves); and 

(IV) To pay any other amounts the
ceding insurer claims are due under the rein-
surance agreement; and 

C. Apply all of the previously men-
tioned provisions of paragraph (9)(I)1. of this
rule without diminution because of insolven-
cy on the part of the ceding insurer or assum-
ing insurer. 

2. Nothing contained in paragraph
(9)(I)1. of this rule shall preclude the ceding
insurer and assuming insurer from providing
for�

A. An interest payment, at a rate not
in excess of the prime rate of interest, on the
amounts held pursuant to part (9)(I)1.B.(III)
of this rule; or 

B. The return of any amounts drawn
down on the letters of credit in excess of the
actual amounts required for the previously
mentioned or, in the case of part
(9)(I)1.B.(IV) of this rule, any amounts that
are subsequently determined not to be due. 

3. When a letter of credit is obtained in
conjunction with a reinsurance agreement
covering risks other than life, annuities and
health, where it is customary practice to pro-
vide a letter of credit for a specific purpose,
then that reinsurance agreement, in lieu of
subparagraph (9)(I)1.B. of this rule, may
require that the parties enter into a trust
agreement which may be incorporated into
the reinsurance agreement or be a separate
document. 

(J) A letter of credit may not be used to
reduce any liability for reinsurance ceded to
an unauthorized assuming insurer in financial
statements required to be filed with this
department unless an acceptable letter of
credit with the filing ceding insurer as bene-
ficiary has been issued on or before the date
of filing of the financial statement. Further,
the reduction for the letter of credit may be
up to the amount available under the letter of
credit but no greater than the specific obliga-
tion under the reinsurance agreement which
the letter of credit was intended to secure. 
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(10) A ceding insurer may take credit for
unencumbered funds withheld by the ceding
insurer in the United States subject to with-
drawal solely by the ceding insurer and under
its exclusive control. 

(11) Reinsurance Contract. Credit will not be
granted to a ceding insurer for reinsurance
effected with assuming insurers meeting the
requirements of section (2), (3), (4), (5) or
(7) of this rule or otherwise in compliance
with section 375.246.1., RSMo after the
adoption of this rule unless the reinsurance
agreement includes:

(A) A proper insolvency clause which shall
be substantially similar to the following: 

1. In the event of the insolvency of the
company, this reinsurance shall be payable
directly to the company, or to its liquidator,
receiver, conservator or statutory successor
on the basis of the liability of the company
without diminution because of the insolvency
of the company or because the liquidator,
receiver, conservator or statutory successor
of the company has failed to pay all or a por-
tion of any claim. It is agreed, however, that
the liquidator, receiver, conservator or statu-
tory successor of the company shall give
written notice to the reinsurers of the pen-
dency of a claim against the company indi-
cating the policy or bond reinsurance which
claim would involve a possible liability on the
part of the reinsurers within a reasonable time
after that claim is filed in the conservation or
liquidation proceeding or in the receivership,
and that during the pendency of that claim the
reinsurers may investigate that claim and
interpose, at their own expense, in the pro-
ceeding where that claim is to be adjudicated
any defense(s) they may deem available to the
company or its liquidator, receiver, conserva-
tor or statutory successor. This expense
incurred by the reinsurers shall be charge-
able, subject to the approval of the court,
against the company as part of the expense of
conservation or liquidation to the extent of a
pro rata share of the benefit which may
accrue to the company solely as a result of
the defense undertaken by the reinsurers;

2. Where two (2) or more reinsurers are
involved in the same claim and a majority in
interest elect to interpose defense to that
claim, the expense shall be apportioned in
accordance with the terms of the reinsurance
agreement as though that expense had been
incurred by the company; and 

3. This insolvency clause shall not pre-
clude the reinsurer from asserting any excuse
or defense to payment of this reinsurance
other than the excuses or defenses of the
insolvency of the company and the failure of
the company�s liquidator, receiver, conserva-

tor or statutory successor to pay all or a por-
tion of any claim; and

(B) A provision in which the assuming
insurer, if an unauthorized assuming insurer,
has submitted to the jurisdiction of an alter-
native dispute resolution panel or court of
competent jurisdiction within the United
States, has agreed to comply with all require-
ments necessary to give that court or panel
jurisdiction, has designated an agent upon
whom service of process may be effected and
has agreed to abide by the final decision of
that court or panel. 

(12) All new and renewal reinsurance trans-
actions entered into after January 1, 1991
shall conform to the requirements of the Act
and this rule if credit is to be given to the
ceding insurer for that reinsurance. 

(13) Authority. This rule is promulgated pur-
suant to the authority granted by sections
374.045 and 375.246, RSMo. 
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EXHIBIT 1
Application for Approval as Authorized Reinsurer

Instructions
This application is to be completed by all insurance companies/associations who wish to transact business in the State of Missouri as an autho-
rized reinsurer. 

PART 1 Indicate by check mark the appropriate type of application (and if applicable, the calendar year requested).

PART 2 Complete all identifying data as indicated.

PART 3 Check the types and lines of business requested on the schedule.

PART 4 Check the category which applies to your current business.

PART 5 After all previous sections have been completed, the authorized company official must sign in the space indicated. 

[ ] New [ ] Amended [ ] Renewal For Year Ending 19______

Name______________________________________________________________________________________________________________
(Full Name of Insurer)

___________________________________________________________________________________________________________________
Home Address Street City State Zip + 4

___________________________________________________________________________________________________________________

Mail Address Street Or P. O. Box City State Zip    + 4

[  ] Accredited Reinsurer (Chapter 375.246-1-(2)) 

[  ] Qualified Reinsurer (Chapter 375.246-1-(3)) 

[  ] Currently licensed to transact insurance or reinsurance business in the state of________________________________________________

[  ] Alien company which has United States branch licensed to transact insurance business in the state of_____________________________

Dated:____________________________ By:______________________________________________________________________________
(Name of Officer)

______________________________________________________________________________
(Title of Officer)

PART 1�TYPE OF APPLICATION

PART 2�IDENTIFYING DATA

PART 3�KIND OF REINSURER 

PART 4�CURRENT BUSINESS 

PART 5�AUTHORIZED OFFICER SIGNATURE
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EXHIBIT 3 

FORM AR-1 
Certificate of Assuming Insurer

I, _________________________________________________________, _______________________________________________________
(Name of Officer) (Title of Officer)

of____________________________________________________________________, the assuming insurer under a reinsurance agreement(s)
(Name of Assuming Insurer)

with one or more insurers domiciled in Missouri, hereby certify that___________________________________________________________
(Name of Assuming Insurer)

(Assuming Insurer):
1. Submits to the jurisdiction of any court of competent jurisdiction in Missouri for the adjudication of any issues arising out of the rein-

surance agreement(s), agrees to comply with all requirements necessary to give such court jurisdiction, and will abide by the final decision of
such court or any appellate court in the event of an appeal. Nothing in this paragraph constitutes or should be understood to constitute a waiv-
er of Assuming Insurer�s rights to commence an action in any court of competent jurisdiction in the United States, to remove an action to a
United States District Court, or to seek a transfer of a case to another court as permitted by the laws of the United States or of any state in the
United States. This paragraph is not intended to conflict with or override the obligation of the parties to the reinsurance agreement(s) to arbi-
trate their disputes if such an obligation is created in the agreement(s).

2. Designates the insurance director of Missouri as its lawful attorney upon whom may be served any lawful process in any action, suit or
proceeding arising out of the reinsurance agreement(s) instituted by or on behalf of the ceding insurer. 

3. Submits to the authority of the insurance director of Missouri to examine its books and records and agrees to bear the expense of any
such examination. 

4. Submits with this form a current list of insurers domiciled in Missouri reinsured by Assuming Insurer and undertakes to submit additions
to or deletions from the list of the insurance director at least once per calendar quarter. 

Dated___________________________________________________ By________________________________________________________
(Name of Officer)

________________________________________________________ ______________________________________________________
(Name of Assuming Insurer) (Title of Officer) 
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EXHIBIT 5

Form AR-2
Certificate of Assuming Insurer

I, ____________________________________________________, ____________________________________________________________
(Name of Officer) (Title of Officer)

of ________________________________________________________________________________________, the assuming insurer under a
(Name of Assuming Insurer)

reinsurance agreement(s) with one or more insurers domiciled in Missouri, hereby certify that

____________________________________________________________________________________________________________________
(Name of Assuming Insurer)

1. Submits to the authority of the insurance director of Missouri to examine its books and records and agrees to bear the expense of any such
examination. 

2. Submits a Certified Copy of the Certificate of Authority for the state of, the state of domicile. 

3. Agrees to submit the most recent annual statement with this application and to the Missouri Department of Insurance each year by the guide-
lines contained in 20 CSR 200-1.030. 

4. Acknowledges that their state of domicile has adopted credit for reinsurance legislation substantially similar to the state of Missouri (NAIC
Model Act). 

5. Certifies that its reinsurance agreements with Missouri domestic companies contain a provision pursuant to section 375.246.1(5)(a),RSMo,
whereby, �in the event of the failure of the assuming insurer to perform its obligations under the terms of the reinsurance agreement, the 
assuming insurer, at the request of the ceding insurer shall submit to the jurisdiction of the courts of this state, will comply with all require
ments necessary to give such courts jurisdiction, and abide by the final decisions of such courts or of any appellate courts in this state in
the event of an appeal.�

Dated___________________________________________________ By_____________________________________________________
(Signature of Officer)




