
 
 
 
 
 
 

 

 
 
March 16, 2017 
 
 
Chairman Kelly Hancock 
Vice Chairman Brandon Creighton 
Sen. Donna Campbell 
Sen. Craig Estes 
Sen. Robert Nichols 
Sen. Charles Schwertner 
Sen. Larry Taylor 
Sen. John Whitmire 
Sen. Judith Zaffirini 
 
via email 
 
RE: NAMIC support for SB 1070 
 
 
Senate Business and Commerce Committee Members: 
 
The National Association of Mutual Insurance Companies (NAMIC) supports adoption of the 
revised 2011 NAIC Credit for Reinsurance (CFR) Model Law and Regulation, which has 
been filed as SB 1070.    
 
NAMIC is the largest property/casualty insurance trade association in the country, with more 
than 1,400 member companies representing 39 percent of the total market. NAMIC member 
companies serve more than 170 million policyholders and write more than $230 billion in 
annual premiums. Our members account for 54 percent of homeowners, 43 percent of 
automobile, and 32 percent of the business insurance markets. In Texas, 212 of our members 
companies do business here, with 62 companies domesticated in the state.  Our membership 
makes up approximately 34% of the property and casualty insurance marketplace. 

 
The 2011 Credit for Reinsurance Model Act and Regulation is now a full accreditation 
standard, due to be adopted in all states by January 1, 2019. So 2017 is the last session for 
Texas to act on this model before the accreditation requirement goes into effect.  
 
NAMIC has long been a staunch supporter of state-based regulation of insurance.  As the 
Federal Insurance Office (FIO)’s “covered agreement” regulating reinsurance collateral 
requirements in Washington D.C. in accordance with the European Union continues towards 
implementation, we believe the better approach is to allow state insurance commissioners - 
through the adoption of this uniform NAIC model – to set those standards and requirements. 



 
 
 
  
 
 

 

 
Simply put, by removing regulatory barriers, we can increase the sources of reinsurance for 
both large and small insurance companies doing business in Texas.  This will help reduce 
reinsurance costs for those carriers wishing to business in the state, which as you know is 
prone to a number of perils – high winds, hail, and wild fires.   
 
The NAIC Credit for Reinsurance Model Law contains two provisions that offer the 
companies purchasing reinsurance from a non-domestic reinsurer assurances as to the 
reinsurer’s solvency.  These include: 
 

 A requirement that the offshore reinsurer be domiciled in a nation whose laws and 
regulations are determined to match the U.S. level of oversight for reinsurers.  Such 
nations are deemed “Qualified Jurisdictions” by the NAIC. 
 

 A certification program for reinsurers meeting certain criteria pertaining to their 
financial strength, as set by the NAIC.  The amount of collateral required from the 
reinsurer will be tied to their financial strength. 

 
When these two features are tied together, the result is that there would be more focused 
collateral requirements, more quality reinsurance options in Texas, and more reinsurers 
competing for Texas insurers’ business.  In addition, by increasing the number of states that 
enact the NAIC model bill, we increase the ability of U.S. based reinsurers to do business in 
Europe as well. 
 
We recognize there has been significant discussion about whether the model CFR act cedes 
too much authority to the NAIC.  We note this bill provides the TDI Commissioner with 
significant discretion to make decisions based upon what is in the best interest of Texas, 
independent of any directives from the NAIC.  Examples of this discretion include: 
 

 The ability to set rules regarding minimum capital and surplus, along with a minimal 
financial strength rating, for assuming insurers. 
 

 The right, but not the obligation, to defer to the NAIC designations for what assuming 
insurers qualify for certification. 
 
 

 The right, but not the obligation, to defer to the NAIC in determining what non-U.S. 
jurisdictions will be qualifying jurisdictions. 
 

 
Accordingly, we believe SB 1070 provides significant and meaningful discretion to the TDI 
Commissioner to make decisions that are in the best interest of the state, free of mandates 
from the NAIC which might otherwise impede the role of the TDI in its mandate to regulate 



 
 
 
  
 
 

 

the insurance industry. 
 
NAMIC believes this is the right time to pass this legislation.  Doing so will help enable the 
Texas Department of Insurance to maintain its NAIC accreditation, as well as help insurers 
doing business here by creating more reinsurance options for the risks they are insuring. 
 
I hope you will contact me if you have questions about NAMIC’s position. 
 
 
 
Sincerely,  

 

 
 
Paul Martin 
Director – State Affairs 
Southwest Region 
 
 
 
 


