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REINSURANCE INTERMEDIARY ACT, California Insurance Code, Division 1, 
Part  2 , Ch apt er 6 .5 , Sect ions 17 8 1.1~ 17 8 1.14 . 
 
“ Principles applicab le t o t h e Supervision of Int ernat ional Insurers and Insurance 
Groups and t h eir Cross-Border Business Operat ions,”  Int ernat ional Associat ion of 
Insurance Supervisors ( IAIS) , Decem b er 19 9 9  [ Modified:  7  March  2 0 0 7 ]  
 
“ Principles for Conduct  of Insurance Business,”  Int ernat ional Associat ion of 
Insurance Supervisors ( IAIS) , Decem b er 19 9 9  [ Modified:  7  March  2 0 0 7 ]  
 
“ Principles on Capit al Adeq uacy  &  Solvency ,”  Int ernat ional Associat ion of 
Insurance Supervisors ( IAIS) , J anuary  2 0 0 2  [ Modified:  7  March  2 0 0 7 ]   
 
“ Supervisory  St andard on Licensing ,”  Int ernat ional Associat ion of Insurance 
Supervisors ( IAIS) , Oct ob er 19 9 8  [ Modified:  7  March  2 0 0 7 ]  
 
“ Supervisory  St andard on On-Sit e Inspect ions,”  Int ernat ional Associat ion of 
Insurance Supervisors ( IAIS) , Oct ob er 19 9 8  [ Modified:  7  March  2 0 0 7 ]   
 
“ Supervisory  St andard on t h e Ex ch ang e of Inform at ion,”  Int ernat ional Associat ion 
of Insurance Supervisors ( IAIS) , J anuary  2 0 0 2  [ Modified:  7  March  2 0 0 7 ]   
 
“ Supervisory  St andard on t h e Evaluat ion of t h e Reinsurance Cover of Prim ary  
Insurers &  t h e Securit y  of t h eir Reinsurers,”  Int ernat ional Associat ion of Insurance 
Supervisors ( IAIS) , J anuary  2 0 0 2  [ Modified:  7  March  2 0 0 7 ]  
 

CALIFORNIA  INSURANCE  CODE 
 
Se c t i o n  1 7 8 1 . 1 .  Th is ch apt er sh all b e k nown and m ay  b e cit ed as t h e Re i n s u r a n c e  
In t e r m e d i a r y  Ac t . 
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Se c t i o n  1 7 8 1 . 2 .  As used in t h is ch apt er:  

( a)  " Act uary "  m eans a person wh o is a m em b er in g ood st anding  of t h e 
Am erican Academ y  of Act uaries, t h e Casualt y  Act uarial Societ y , or t h e Societ y  
of Act uaries, and is q ualified t o sig n st at em ent s of act uarial opinion on loss 
reserves. 
( b )  " Cont rolling  person"  m eans any  person, firm , associat ion, or corporat ion 
wh o direct ly  or indirect ly  h as t h e power t o direct  or cause t o b e direct ed, t h e 
m anag em ent , cont rol, or act ivit ies of a reinsurance int erm ediary . 
( c)  " Insurer"  m eans any  person, firm , associat ion, or corporat ion adm it t ed b y  
t h e com m issioner as an insurer in t h is st at e. 
( d)  " Licensed producer"  m eans a licensed insurance ag ent , b rok er, or 
reinsurance int erm ediary . 
( e)  " Q ualified Unit ed St at es financial inst it ut ion"  m eans an inst it ut ion t h at  
m eet s all of t h e following  crit eria:  

( 1)  Is org aniz ed or ( in t h e case of a dom est ic office of a foreig n b ank ing  
org aniz at ion)  licensed, under t h e laws of t h e Unit ed St at es or any  st at e 
t h ereof. 
( 2 )  Is reg ulat ed, supervised, and ex am ined b y  federal or st at e aut h orit ies 
h aving  reg ulat ory  aut h orit y  over b ank s and t rust  com panies. 
( 3 )  H as b een det erm ined b y  eit h er t h e com m issioner or t h e Securit ies 
V aluat ion Office of t h e Nat ional Associat ion of Insurance Com m issioners, 
t o m eet  st andards of financial condit ion and st anding  as are considered 
necessary  and appropriat e t o reg ulat e t h e q ualit y  of financial inst it ut ions 
wh ose let t ers of credit  will b e accept ab le t o t h e com m issioner. 

( f)  " Reinsurance int erm ediary "  m eans a reinsurance int erm ediary -b rok er or a 
reinsurance int erm ediary -m anag er. 
( g )  " Reinsurance int erm ediary -b rok er"  m eans any  person, ot h er t h an an officer 
or em ploy ee of t h e ceding  insurer, firm , associat ion, or corporat ion t h at  solicit s, 
neg ot iat es, or places reinsurance cessions or ret rocessions on b eh alf of a ceding  
insurer wit h out  t h e aut h orit y  or power t o b ind reinsurance on b eh alf of t h at  
insurer. 
( h )  " Reinsurance int erm ediary -m anag er"  m eans any  person, firm , associat ion, 
or corporat ion t h at  h as aut h orit y  t o b ind, or m anag es all or part  of t h e assum ed 
reinsurance b usiness of, a reinsurer ( including  t h e m anag em ent  of a separat e 
division, depart m ent , or underwrit ing  office)  and act s as an ag ent  for t h e 
reinsurer wh et h er k nown as a reinsurance int erm ediary -m anag er, m anag er, or 
ot h er sim ilar t erm .  H owever, " reinsurance int erm ediary -m anag er"  does not  
include any  of t h e following :  

( 1)  An em ploy ee of t h e reinsurer. 
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( 2 )  A dom est ic m anag er of a Unit ed St at es b ranch  of an alien reinsurer. 
( 3 )  An underwrit ing  m anag er t h at , pursuant  t o cont ract , m anag es all or 
any  port ion of t h e reinsurance operat ions of t h e reinsurer, t h at  is under 
com m on cont rol wit h  t h e reinsurer, t h at  is sub j ect  t o Art icle 4 .7  
( com m encing  wit h  Sect ion 12 15 )  of Ch apt er 2 , and t h e com pensat ion of 
wh ich  is not  b ased on t h e volum e of prem ium s writ t en. 
( 4 )  Th e m anag er of a g roup, associat ion, pool, or org aniz at ion of insurers 

wh ich  eng ag e in j oint  underwrit ing  or j oint  reinsurance and t h at  are sub j ect  t o 
ex am inat ion b y  t h e insurance reg ulat ory  ag ency  or official of t h e st at e in wh ich  
t h e m anag er' s principal b usiness office is locat ed. 
( i)  " Reinsurer"  m eans any  person, firm , associat ion, or corporat ion adm it t ed in 
t h is st at e as an insurer wit h  t h e aut h orit y  t o assum e reinsurance. 
( j )  " V iolat ion"  m eans t h e failure of a reinsurance int erm ediary , or an insurer or 
reinsurer for wh om  t h e reinsurance int erm ediary  was act ing , t o com ply  wit h  
any  provision of t h is ch apt er. 

 
Se c t i o n  1 7 8 1 . 3 .   

( a)  No person, firm , associat ion, or corporat ion sh all act  as a reinsurance 
int erm ediary -b rok er in t h is st at e unless licensed as follows:  

( 1)  If t h e reinsurance int erm ediary -b rok er m aint ains an office ( eit h er 
direct ly  or as a m em b er or em ploy ee of a firm  or associat ion, or an officer, 
direct or, or em ploy ee of a corporat ion)  in t h is st at e, t h e reinsurance 
int erm ediary -b rok er sh all b e a licensed producer in t h is st at e. 
( 2 )  If t h e reinsurance int erm ediary -b rok er does not  m aint ain an office in 
t h is st at e, t h e reinsurance int erm ediary -b rok er sh all b e a licensed producer 
in t h is st at e or anot h er st at e h aving  a law sub st ant ially  sim ilar t o t h is 
ch apt er or sh all b e licensed in t h is st at e as a nonresident  reinsurance 
int erm ediary . 
( 3 )  Unless denied licensure pursuant  t o sub division ( e) , a nonresident  
person sh all receive a reinsurance int erm ediary -b rok er license if all of t h e 
following  req uirem ent s are m et :  

( A)  Th e person is current ly  licensed and in g ood st anding  in t h e st at e, 
t errit ory  of t h e Unit ed St at es, or province of Canada wh ere h e or sh e is 
licensed as a resident  reinsurance int erm ediary -b rok er. 
( B)  Th e person h as sub m it t ed t h e proper req uest  for licensure and h as 
paid t h e fees req uired b y  parag raph  ( 3 )  of sub division ( d) . 
( C)  Th e person h as sub m it t ed or t ransm it t ed t o t h e com m issioner t h e 
applicat ion for licensure t h at  t h e person sub m it t ed t o t h e st at e, 
t errit ory  of t h e Unit ed St at es, or province of Canada wh ere h e or sh e is 
licensed as a resident , or sub m it t ed or t ransm it t ed t o t h e com m issioner 
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a com plet ed Nat ional Associat ion of Insurance Com m issioners 
Uniform  Nonresident  Applicat ion. 
( D)  Th e st at e, t errit ory  of t h e Unit ed St at es, or province of Canada 
wh ere t h e person h olds a resident  reinsurance int erm ediary -b rok er 
license awards nonresident  reinsurance int erm ediary -b rok er licenses 
t o resident s of t h is st at e on t h e sam e b asis. 

( b )  No person, firm , associat ion, or corporat ion sh all act  as a reinsurance 
int erm ediary -m anag er:  

( 1)  F or a reinsurer dom iciled in t h is st at e, unless t h e reinsurance 
int erm ediary -m anag er is a licensed producer in t h is st at e. 
( 2 )  In t h is st at e, if t h e reinsurance int erm ediary -m anag er m aint ains an 
office eit h er direct ly  or as a m em b er or em ploy ee of a firm  or associat ion, 
or as an officer, direct or, or em ploy ee of a corporat ion in t h is st at e, unless 
t h e reinsurance int erm ediary -m anag er is a licensed producer in t h is st at e. 
( 3 )  In anot h er st at e for a nondom est ic adm it t ed insurer, unless t h e 
reinsurance int erm ediary -m anag er is a licensed producer in t h is st at e or in 
anot h er st at e h aving  a law sub st ant ially  sim ilar t o t h is ch apt er or t h e 
person is licensed in t h is st at e as a nonresident  reinsurance int erm ediary . 
( 4 )  Unless denied licensure pursuant  t o sub division ( e) , a nonresident  
person sh all receive a reinsurance int erm ediary -m anag er license if all of 
t h e following  req uirem ent s are m et :  

( A)  Th e person is current ly  licensed and in g ood st anding  in t h e st at e, 
t errit ory  of t h e Unit ed St at es, or province of Canada wh ere h e or sh e is 
licensed as a resident  reinsurance int erm ediary -m anag er. 
( B)  Th e person h as sub m it t ed t h e proper req uest  for licensure and h as 
paid t h e fees req uired b y  parag raph  ( 3 )  of sub division ( d) . 
( C)  Th e person h as sub m it t ed or t ransm it t ed t o t h e com m issioner t h e 
applicat ion for licensure t h at  t h e person sub m it t ed t o t h e st at e, 
t errit ory  of t h e Unit ed St at es, or province of Canada wh ere h e or sh e is 
licensed as a resident , or sub m it t ed or t ransm it t ed t o t h e com m issioner 
a com plet ed Nat ional Associat ion of Insurance Com m issioners 
Uniform  Nonresident  Applicat ion. 
( D)  Th e st at e, t errit ory  of t h e Unit ed St at es, or province of Canada 
wh ere t h e person h olds a resident  reinsurance int erm ediary -m anag er 
license awards nonresident  reinsurance int erm ediary -m anag er licenses 
t o resident s of t h is st at e on t h e sam e b asis. 

( c)  Th e com m issioner m ay  req uire a reinsurance int erm ediary -m anag er sub j ect  
t o sub division ( b )  t o do b ot h  of t h e following :  

( 1)  F ile a fidelit y  b ond issued b y  an adm it t ed suret y  in an am ount  
det erm ined b y  t h e com m issioner for t h e prot ect ion of t h e reinsurer. 
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( 2 )  Maint ain an errors and om issions policy  in an am ount  accept ab le t o t h e 
com m issioner. 

( d)  ( 1)  Th e com m issioner m ay  issue a reinsurance int erm ediary  license t o any  
person, firm , associat ion, or corporat ion t h at  h as com plied wit h  t h e 
applicab le req uirem ent s of t h is ch apt er.  Th is license, wh en issued t o a 
firm  or associat ion, aut h oriz es all t h e m em b ers of t h e firm  or associat ion 
and any  desig nat ed em ploy ees t o act  as reinsurance int erm ediaries under 
t h e license, and all t h ese persons sh all b e nam ed in t h e applicat ion and any  
supplem ent s t h eret o.  Th is license, wh en issued t o a corporat ion, 
aut h oriz es all of t h e officers, and any  desig nat ed em ploy ees and direct ors 
t h ereof t o act  as reinsurance int erm ediaries on b eh alf of t h e corporat ion, 
and all t h ese persons sh all b e nam ed in t h e applicat ion and any  
supplem ent s t h eret o. 
( 2 )  Any  applicat ion for licensure as a reinsurance int erm ediary  under t h is 
sub division sh all b e m ade on a form  prescrib ed b y  t h e com m issioner and 
sh all b e accom panied b y  an applicat ion fee of t wo h undred fift y  dollars 
( $ 2 5 0 ) . 

( e)  Th e com m issioner m ay  refuse t o issue a reinsurance int erm ediary  license if, 
in h is or h er j udg m ent , t h e applicant , any  person nam ed on t h e applicat ion, or 
any  m em b er, principal, officer, or direct or of t h e applicant , is det erm ined b y  
t h e com m issioner not  t o b e t rust wort h y , or t h at  any  cont rolling  person of t h e 
applicant  is not  t rust wort h y  t o act  as a reinsurance int erm ediary , or t h at  any  of 
t h e foreg oing  h as g iven cause for revocat ion or suspension of a reinsurance 
int erm ediary  license, or h as failed t o com ply  wit h  any  prereq uisit e for t h e 
issuance of such  a license.  Upon writ t en req uest  t h erefor, t h e com m issioner 
sh all furnish  t h e applicant  wit h  a sum m ary  of t h e b asis for refusal t o issue a 
reinsurance int erm ediary  license, wh ich  docum ent  sh all not  b e sub j ect  t o 
inspect ion as a pub lic record. 
( f)  Licensed at t orney s at  law wh en act ing  in t h eir professional capacit y  as such  
sh all b e ex em pt  from  t h is sect ion. 
( g )  A reinsurance int erm ediary -m anag er, wh en act ing  in t h at  capacit y  and in 
com pliance wit h  t h is ch apt er, sh all not  b e req uired t o separat ely  com ply  wit h  
Art icle 5 .4  ( com m encing  wit h  Sect ion 7 6 9 .8 0 )  of Ch apt er 1 ( if added b y  Senat e 
Bill 10 3 9  of t h e 19 9 1-9 2  Reg ular Session)  in order t o eng ag e in conduct  
aut h oriz ed b y  b ot h  t h is ch apt er and t h at  art icle. 

 
Se c t i o n  1 7 8 1 . 4 .  Transact ions b et ween a reinsurance int erm ediary -b rok er and t h e 
insurer it  represent s in t h at  capacit y  sh all only  b e ent ered int o pursuant  t o a writ t en 
aut h oriz at ion specify ing  t h e responsib ilit ies of each  part y .  Th e aut h oriz at ion sh all, 
at  a m inim um , cont ain provisions specify ing  all of t h e following  rig h t s and 
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ob lig at ions:  
( a)  Th e insurer m ay  t erm inat e t h e reinsurance int erm ediary -b rok er' s aut h orit y  
at  any  t im e. 
( b )  Th e reinsurance int erm ediary -b rok er sh all render account s t o t h e insurer 
accurat ely  det ailing  all m at erial t ransact ions, including  inform at ion necessary  
t o support  all com m issions, ch arg es, and ot h er fees received b y , or owing  t o, 
t h e reinsurance int erm ediary -b rok er, and rem it  all funds due t o t h e insurer 
wit h in 3 0  day s of receipt . 
( c)  All funds collect ed for t h e insurer' s account  will b e h eld b y  t h e reinsurance 
int erm ediary -b rok er in a fiduciary  capacit y  in a b ank  wh ich  is a q ualified 
Unit ed St at es financial inst it ut ion. 
( d)  Th e reinsurance int erm ediary -b rok er will com ply  wit h  Sect ion 17 8 1.5 . 
( e)  Th e reinsurance int erm ediary -b rok er will com ply  wit h  writ t en st andards 
est ab lish ed b y  t h e insurer for t h e cession or ret rocession of all insured risk s. 
( f)  Th e reinsurance int erm ediary -b rok er will disclose t o t h e insurer any  
relat ionsh ip wit h  any  reinsurer t o wh ich  insured risk  will b e ceded or 
ret roceded. 

 
Se c t i o n  1 7 8 1 . 5 .   

( a)  F or at  least  10  y ears aft er ex pirat ion of each  cont ract  of reinsurance 
t ransact ed b y  a reinsurance int erm ediary -b rok er, t h e reinsurance 
int erm ediary -b rok er sh all k eep a com plet e record for each  t ransact ion, 
including  all of t h e following :  

( 1)  Th e t y pe of cont ract , lim it s, underwrit ing  rest rict ion, classes or risk s, 
and t errit ory . 
( 2 )  Th e period of coverag e, including  effect ive and ex pirat ion dat es, 
cancellat ion provisions, and t h e not ice req uired for cancellat ion. 
( 3 )  Report ing  and set t lem ent  req uirem ent s for b alances. 
( 4 )  Th e rat e used t o com put e t h e reinsurance prem ium . 
( 5 )  Th e nam es and addresses of assum ing  reinsurers. 
( 6 )  Th e rat es of all reinsurance com m issions, including  t h e com m issions on 
any  ret rocession, h andled b y  t h e reinsurance int erm ediary -b rok er. 
( 7 )  Relat ed correspondence and m em oranda. 
( 8 )  Proof of placem ent . 
( 9 )  Det ails reg arding  ret rocession h andled b y  t h e reinsurance 
int erm ediary -b rok ers, including  t h e ident it y  of ret rocessionaires and t h e 
percent ag e of each  cont ract  assum ed or ceded. 
( 10 )  F inancial records, including , b ut  not  lim it ed t o, prem ium  and loss 
account s. 
( 11)  If t h e reinsurance int erm ediary -b rok er procures a reinsurance cont ract  
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on b eh alf of an adm it t ed ceding  insurer direct ly  from  t h e assum ing  
reinsurer, t h e record of t h e t ransact ion sh all include writ t en evidence t h at  
t h e assum ing  reinsurer h as ag reed t o assum e t h e risk .  If t h e reinsurance 
int erm ediary -b rok er procures a reinsurance cont ract  on b eh alf of an 
adm it t ed ceding  insurer t h at  is placed t h roug h  a represent at ive of t h e 
assum ing  reinsurer, ot h er t h an an em ploy ee t h ereof, t h e record of t h e 
t ransact ion sh all include writ t en evidence t h at  t h e reinsurer h as deleg at ed 
b inding  aut h orit y  t o t h e represent at ive. 

( b )  Th e insurer sh all h ave access and t h e rig h t  t o copy  and audit  all account s 
and records m aint ained b y  t h e reinsurance int erm ediary -b rok er relat ed t o it s 
b usiness in a form  usab le b y  t h e insurer. 

 
Se c t i o n  1 7 8 1 . 6 .   

( a)  An insurer sh all not  eng ag e t h e services of any  person, firm , associat ion, or 
corporat ion t o act  as a reinsurance int erm ediary -b rok er on it s b eh alf unless t h e 
person is licensed as req uired b y  sub division ( a)  of Sect ion 17 8 1.3 . 
( b )  An insurer m ay  not  em ploy  an individual wh o is em ploy ed b y  a 
reinsurance int erm ediary -b rok er wit h  wh ich  it  t ransact s b usiness unless t h e 
reinsurance int erm ediary -b rok er is under com m on cont rol wit h  t h e insurer and 
sub j ect  t o Art icle 4 .7  ( com m encing  wit h  Sect ion 12 15 )  of Ch apt er 2 . 
( c)  Th e insurer sh all annually  ob t ain a copy  of st at em ent s of t h e financial 
condit ion of each  reinsurance int erm ediary -b rok er wit h  wh ich  it  t ransact s 
b usiness. 

 
Se c t i o n  1 7 8 1 . 7 .  Transact ions b et ween a reinsurance int erm ediary -m anag er and 
t h e reinsurer it  represent s in t h at  capacit y  sh all only  b e ent ered int o pursuant  t o a 
writ t en cont ract  specify ing  t h e responsib ilit ies of each  part y , wh ich  sh all b e 
approved b y  t h e reinsurers' s b oard of direct ors. Before a reinsurer assum es or cedes 
b usiness t h roug h  such  a producer, a t rue copy  of t h e approved cont ract  sh all b e 
filed wit h  t h e com m issioner. Th e cont ract  sh all, at  a m inim um , cont ain provisions 
set t ing  fort h  t h e following  t erm s and condit ions:  

( a)  Th e reinsurer m ay  t erm inat e t h e cont ract  for cause upon writ t en not ice t o 
t h e reinsurance int erm ediary -m anag er. Th e reinsurer m ay  suspend t h e 
aut h orit y  of t h e reinsurance int erm ediary -m anag er t o assum e or cede b usiness 
during  t h e pendency  of any  disput e reg arding  t h e cause for t erm inat ion. 
( b )  Th e reinsurance int erm ediary -m anag er sh all, not  less t h an q uart erly , render 
calendar-y ear-b asis and underwrit ing -y ear-b asis account s t o t h e reinsurer 
accurat ely  det ailing  all m at erial t ransact ions, including  inform at ion necessary  
t o support  all com m issions, ch arg es, and ot h er fees received b y , or owing  t o, 
t h e reinsurance int erm ediary -m anag er, and sh all rem it  all funds due under t h e 
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cont ract  t o t h e reinsurer on not  less t h an a q uart erly  b asis. 
( c)  All funds collect ed for t h e reinsurer' s account  sh all b e h eld b y  t h e 
reinsurance int erm ediary -m anag er in a fiduciary  capacit y  in a b ank  t h e 
account s of wh ich  are insured b y  an ag ency  or inst rum ent alit y  of t h e Unit ed 
St at es.  Th e reinsurance int erm ediary -m anag er m ay  ret ain no m ore t h an t h ree 
m ont h s'  est im at ed claim s pay m ent  and allocat ed loss adj ust m ent  ex penses. 
Unless t h e funds h eld for each  reinsurer b y  t h e reinsurance 
int erm ediary -m anag er in t h e fiduciary  account  are reasonab ly  and readily  
ascert ainab le from  it s b ook s of account  and records, and t h e b ank ' s b ook s of 
account  and records, t h e reinsurance int erm ediary -m anag er sh all m aint ain a 
separat e b ank  account  for each  reinsurer t h at  it  represent s. Not wit h st anding  
t h e foreg oing , t h e reinsurance int erm ediary -m anag er sh all m aint ain a separat e 
b ank  account  for each  reinsurer t h at  it  represent s t h at  is in receiversh ip or 
liq uidat ion or t h at  t h e com m issioner det erm ines t o b e in an im paired financial 
condit ion. 
( d)  F or at  least  10  y ears aft er ex pirat ion of each  cont ract  of reinsurance 
t ransact ed b y  t h e reinsurance int erm ediary -m anag er, t h e reinsurance 
int erm ediary -m anag er sh all k eep a com plet e record for each  t ransact ion 
sh owing  all of t h e following :  

( 1)  Th e t y pe of cont ract , lim it s, underwrit ing  rest rict ions, classes or risk s, 
and t errit ory .  
( 2 )  Th e period of coverag e, including  effect ive and ex pirat ion dat es, 
cancellat ion provisions and not ice req uired for cancellat ion, and 
disposit ion of out st anding  reserves on covered risk s.  
( 3 )  Th e report ing  and set t lem ent  req uirem ent s wit h  respect  t o b alances.  
( 4 )  Th e rat e used t o com put e t h e reinsurance prem ium . 
( 5 )  Th e nam es and addresses of reinsurers. 
( 6 )  Th e rat es of all reinsurance com m issions, including  t h e com m issions on 
any  ret rocessions h andled b y  t h e reinsurance int erm ediary -m anag er.  
( 7 )  Relat ed correspondence and m em oranda.  
( 8 )  Proof of placem ent .  
( 9 )  Det ails reg arding  ret rocessions h andled b y  t h e reinsurance 
int erm ediary -m anag er, as perm it t ed b y  sub division ( d)  of Sect ion 17 8 1.9 , 
including  t h e ident it y  of ret rocessionaires and t h e percent ag e of each  
cont ract  assum ed or ceded.  
( 10 )  F inancial records, including , b ut  not  lim it ed t o, prem ium  and loss 
account s.  
( 11)  If t h e reinsurance int erm ediary -m anag er places a reinsurance cont ract  
on b eh alf of a ceding  insurer direct ly  from  t h e assum ing  reinsurer, writ t en 
evidence t h at  t h e assum ing  reinsurer h as ag reed t o assum e t h e risk . If t h e 
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reinsurance int erm ediary -m anag er procures a reinsurance cont ract  on 
b eh alf of an adm it t ed ceding  insurer t h at  is placed t h roug h  a 
represent at ive of t h e assum ing  insurer, ot h er t h an an em ploy ee t h ereof, 
writ t en evidence t h at  t h e reinsurer h as deleg at ed b inding  aut h orit y  t o t h e 
represent at ive.  

( e)  Th e reinsurer sh all h ave access and t h e rig h t  t o copy  all account s and 
records m aint ained b y  t h e reinsurance int erm ediary -m anag er relat ed t o it s 
b usiness in a form  usab le b y  t h e reinsurer.  
( f)  Th e cont ract  cannot  b e assig ned in wh ole or in part  b y  t h e reinsurance 
int erm ediary -m anag er. 
( g )  Th e reinsurance int erm ediary -m anag er sh all com ply  wit h  t h e writ t en 
underwrit ing  and rat ing  st andards est ab lish ed b y  t h e insurer for t h e 
accept ance, rej ect ion, or cession of all risk s. 
( h )  Th e cont ract  sh all set  fort h  t h e rat es, t erm s, and purposes of com m issions, 
ch arg es, and ot h er fees t h at  t h e reinsurance int erm ediary -m anag er m ay  levy  
ag ainst  t h e reinsurer. 
( i)  If t h e cont ract  perm it s t h e reinsurance int erm ediary -m anag er t o set t le claim s 
on b eh alf of t h e reinsurer, it  sh all cont ain all of t h e following  provisions:  

( 1)  All claim s sh all b e report ed t o t h e reinsurer in a t im ely  m anner. 
( 2 )  A copy  of t h e claim  file sh all b e sent  t o t h e reinsurer at  it s req uest  or as 
soon as it  b ecom es k nown t h at  any  of t h e following  applies t o t h e claim :  

( A)  Th e claim  h as t h e pot ent ial t o ex ceed t h e lesser of an am ount  
det erm ined b y  t h e com m issioner or t h e lim it  set  b y  t h e reinsurer. 
( B)  Th e claim  involves a coverag e disput e. 
( C)  Th e claim  m ay  ex ceed t h e reinsurance int erm ediary -m anag er' s 
claim s set t lem ent  aut h orit y . 
( D)  Th e claim  is open for m ore t h an six  m ont h s, unless t h e reinsurer 
ag rees in writ ing  t o waive t h is req uirem ent , in wh ich  event  t h e 
reinsurance int erm ediary -m anag er sh all annually  provide t h e 
reinsurer wit h  an ex h ib it  ident ify ing  and describ ing  each  open claim . 

( 3 )  All claim  files sh all b e j oint  propert y  of t h e reinsurer and t h e reinsurer 
int erm ediary -m anag er. H owever, upon an order of liq uidat ion of t h e 
reinsurer, t h ese files sh all b ecom e t h e sole propert y  of t h e reinsurer or it s 
est at e, ex cept  wh en t h e reinsurance int erm ediary -m anag er is also 
m anag ing  t h e claim  files for ot h er reinsurers.  In t h at  event , t h e 
reinsurance int erm ediary -m anag er sh all sim ult aneously  and im m ediat ely  
provide t h e liq uidat or wit h  copies of all t h e claim  files. W it h  respect  t o 
claim  files pert aining  solely  t o a reinsurer in liq uidat ion, t h e reinsurance 
int erm ediary -m anag er sh all h ave reasonab le access t o and t h e rig h t  t o copy  
t h e files on a t im ely  b asis. 
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( 4 )  Any  set t lem ent  aut h orit y  g rant ed t o t h e reinsurance 
int erm ediary -m anag er m ay  b e t erm inat ed for cause upon t h e reinsurer' s 
writ t en not ice t o t h e reinsurance int erm ediary -m anag er or upon t h e 
t erm inat ion of t h e cont ract . Th e reinsurer m ay  suspend t h e set t lem ent  
aut h orit y  during  t h e pendency  of t h e disput e reg arding  t h e cause of 
t erm inat ion. 

( j )  If t h e cont ract  provides for a sh aring  of int erim  profit s b y  t h e reinsurance 
int erm ediary -m anag er, int erim  profit s sh all not  b e paid unt il one y ear aft er t h e 
end of each  underwrit ing  period for propert y  b usiness and five y ears aft er t h e 
end of each  underwrit ing  period for casualt y  b usiness, or a lat er period set  b y  
t h e com m issioner for specified lines of insurance, and not  unt il t h e adeq uacy  of 
reserves on rem aining  claim s h as b een verified pursuant  t o sub division ( c)  of 
Sect ion 17 8 1.9 . 
( k )  Th e reinsurance int erm ediary -m anag er sh all annually  provide t h e reinsurer 
wit h  a st at em ent  of it s financial condit ion prepared b y  an independent  cert ified 
account ant  and annually  sh all provide t h e reinsurer wit h  a cert ificat ion from  
an independent  cert ified pub lic account ant  t h at  t h e reinsurance 
int erm ediary -m anag er' s allocat ions of prem ium s and losses t o t h e reinsurer 
h ave b een m ade on a t im ely  and proper b asis. 
( l)  Th e reinsurer sh all periodically  and at  least  sem iannually  conduct  an onsit e 
review of t h e underwrit ing  and claim s processing  operat ions of t h e reinsurance 
int erm ediary -m anag er. 
( m )  Th e reinsurance int erm ediary -m anag er sh all disclose t o t h e reinsurer any  
relat ionsh ip it  h as wit h  any  insurer prior t o ceding  or assum ing  any  b usiness 
wit h  t h e insurer pursuant  t o t h e cont ract . 
( n)  W it h in t h e scope of it s act ual or apparent  aut h orit y , t h e act s of t h e 
reinsurance int erm ediary -m anag er sh all b e deem ed t o b e t h e act s of t h e 
reinsurer on wh ose b eh alf it  is act ing . 

 
Se c t i o n  1 7 8 1 . 8 .  Th e reinsurance int erm ediary -m anag er sh all not  do any  of t h e 
following :   

( a)  Direct ly  or indirect ly  receive any  com pensat ion for t h e placem ent  of 
ret rocessions on b eh alf of t h e reinsurer. 
( b )  Bind any  ret rocession wh ich  would increase t h e cont ract ual lim it  m ade 
availab le t o t h e reinsurance int erm ediary -m anag er b y  t h e reinsurer.  H owever, 
t h e reinsurance int erm ediary -m anag er m ay  b ind ret rocessions wh ich  reduce or 
lim it  t h e com m it m ent s m ade on b eh alf of t h e reinsurer b y  t h e reinsurance 
int erm ediary -m anag er.  Th e reinsurance int erm ediary -m anag er sh all 
prom pt ly  inform  t h e reinsurer of t h e t erm s, condit ions, and ret rocessionaires of 
such  a ret rocession arrang ed for it s account . 



��������	.doc 148

( c)  Com m it  t h e reinsurer t o part icipat e in reinsurance sy ndicat es. 
( d)  Appoint  any  producer wit h out  assuring  t h at  t h e producer is lawfully  
licensed t o t ransact  t h e t y pe of reinsurance for wh ich  h e or sh e is appoint ed. 
( e)  W it h out  prior approval of t h e reinsurer, pay  or com m it  t h e reinsurer t o pay  
a claim , net  of ret rocessions, t h at  ex ceeds t h e lesser of an am ount  specified b y  
t h e reinsurer or 1 percent  of t h e reinsurer' s policy h olders'  surplus as of 
Decem b er 3 1 of t h e last  com plet e calendar y ear. 
( f)  Collect  any  pay m ent  from  a ret rocessionaire or com m it  t h e reinsurer t o any  
claim  set t lem ent  wit h  a ret rocessionaire, wit h out  prior approval of t h e 
reinsurer.  If prior approval is g iven, a report  m ust  b e prom pt ly  forwarded t o 
t h e reinsurer. 
( g )  J oint ly  em ploy  an individual wh o is em ploy ed b y  t h e reinsurer, unless t h e 
reinsurance int erm ediary -m anag er is under com m on cont rol wit h  t h e reinsurer 
t h at  is sub j ect  t o Art icle 4 .7  ( com m encing  wit h  Sect ion 12 15 )  of Ch apt er 2 . 
( h )  Appoint  a sub reinsurance int erm ediary -m anag er. 

 
Se c t i o n  1 7 8 1 . 9 .   

( a)  A reinsurer sh all not  eng ag e t h e services of any  person, firm , associat ion, or 
corporat ion t o act  as a reinsurance int erm ediary -m anag er on it s b eh alf, unless 
t h e person is licensed as req uired b y  sub division ( b )  of Sect ion 17 8 1.3 . 
( b )  A reinsurer sh all annually  ob t ain a copy  of st at em ent s of t h e financial 
condit ion of each  reinsurance int erm ediary -m anag er wh ich  t h e reinsurer h as 
eng ag ed prepared b y  an independent  cert ified account ant  in a form  accept ab le 
t o t h e com m issioner.  
( c)  If a reinsurance int erm ediary -m anag er est ab lish es loss reserves, t h e 
reinsurer sh all annually  ob t ain t h e opinion of an act uary  at t est ing  t o t h e 
adeq uacy  of loss reserves or losses incurred on t h e b usiness produced b y  t h e 
reinsurance int erm ediary  m anag er.  Th is opinion sh all b e in addit ion t o any  
ot h er req uired loss reserve cert ificat ion.  F or purposes of t h is sect ion, a 
reinsurance int erm ediary -m anag er sh all not  b e considered as est ab lish ing  loss 
reserves wh en t h e reinsurance int erm ediary -m anag er only  ut iliz es loss reserves 
wh ich  are t h e reinsurer' s sh are of loss reserves est ab lish ed b y  t h e ceding  
insurer, provided t h at  t h e ceding  insurer h as ob t ained t h e opinion of an 
act uary  at t est ing  t o t h e adeq uacy  of loss reserves est ab lish ed for losses incurred 
and out st anding  on b usiness produced b y  t h e reinsurance 
int erm ediary -m anag er. 
( d)  Binding  aut h orit y  for part icipat ion in reinsurance sy ndicat es sh all rest  wit h  
an officer of t h e reinsurer wh o sh all not  b e affiliat ed wit h  t h e reinsurance 
int erm ediary -m anag er. 
( e)  W it h in 3 0  day s of t erm inat ion of a cont ract  wit h  a reinsurance 
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int erm ediary -m anag er, t h e reinsurer sh all provide writ t en not ificat ion of t h e 
t erm inat ion t o t h e com m issioner. 
( f)  A reinsurer sh all not  appoint  t o it s b oard of direct ors, any  officer, direct or, 
em ploy ee, cont rolling  sh areh older, or sub producer of it s reinsurance 
int erm ediary -m anag er.  Th is sub division sh all not  apply  t o relat ionsh ips 
g overned b y  Art icle 4 .7  ( com m encing  wit h  Sect ion 12 15 )  of Ch apt er 2 . 

 
Se c t i o n  1 7 8 1 . 1 0 . 

( a)  A reinsurance int erm ediary  sh all b e sub j ect  t o ex am inat ion b y  t h e 
com m issioner. Th e com m issioner sh all h ave access t o all b ook s, b ank  account s, 
and records of each  reinsurance int erm ediary  in a form  usab le t o t h e 
com m issioner. 
( b )  A reinsurance int erm ediary -m anag er m ay  b e ex am ined as if it  were t h e 
reinsurer. 
( c)  All docum ent s and inform at ion disclosed in connect ion wit h  t h e 
ex am inat ion of a reinsurance int erm ediary  m ay  b e used b y  t h e com m issioner 
and sh all b e g iven confident ial t reat m ent  b y  t h e com m issioner t o t h e sam e 
ex t ent  as provided in Sect ion 7 3 5 .5  for docum ent s and inform at ion disclosed in 
connect ion wit h  t h e ex am inat ion of an insurer. 
( d)  An ex am inat ion sh all b e at  t h e ex pense of t h e reinsurance int erm ediary . Th e 
com m issioner m ay  revok e t h e license of t h e reinsurance int erm ediary  for a 
refusal t o prom pt ly  pay  t h e ex am inat ion ex pense wh en due. 

 
Se c t i o n  1 7 8 1 . 1 1 .   

( a)  A reinsurance int erm ediary , insurer, or reinsurer found b y  t h e 
com m issioner t o b e in violat ion of t h is ch apt er, aft er a h earing  conduct ed in 
accordance wit h  Ch apt er 5  ( com m encing  wit h  Sect ion 115 0 0 )  of Part  1 of 
Division 3  of Tit le 2  of t h e Governm ent  Code b y  an adm inist rat ive law j udg e 
eit h er ch osen under Sect ion 115 0 2  of t h e Governm ent  Code or appoint ed b y  t h e 
com m issioner, sh all b e sub j ect  t o all of t h e following :  

( 1)  F or each  separat e violat ion, a penalt y  in an am ount  not  ex ceeding  five 
t h ousand dollars ( $ 5 ,0 0 0 ) . 
( 2 )  Be sub j ect  t o revocat ion or suspension of it s license or cert ificat e of 
aut h orit y . 

( b )  Not h ing  cont ained in t h is sect ion sh all affect  t h e rig h t  of t h e com m issioner 
t o im pose or issue any  ot h er penalt ies or orders aut h oriz ed b y  law. 
( c)  Not h ing  cont ained in t h is ch apt er sh all in any  m anner lim it  or rest rict  t h e 
rig h t s of policy h olders, claim ant s, credit ors, or ot h er t h ird part ies or confer any  
rig h t s upon t h ose persons or ot h erwise lim it  any  ot h er aut h orit y  req uired or 
aut h oriz ed t o b e ex ercised under t h is code b y  t h e com m issioner. 
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Se c t i o n  1 7 8 1 . 1 2 .  Th e com m issioner m ay  adopt  reasonab le rules and reg ulat ions 
for t h e im plem ent at ion and adm inist rat ion of t h is ch apt er. 
 
Se c t i o n  1 7 8 1 . 1 3 .  No insurer or reinsurer m ay  cont inue t o ut iliz e t h e services of a 
reinsurance int erm ediary  on and aft er J anuary  1, 19 9 2 , unless ut iliz at ion is in 
com pliance wit h  t h is ch apt er. 
 
Se c t i o n  1 7 8 1 . 1 4 .   

( a)  A reinsurance int erm ediary  sh all com ply  wit h  any  order of a court  of 
com pet ent  j urisdict ion or a duly  const it ut ed arb it rat ion panel req uiring  t h e 
product ion of nonprivileg ed docum ent s b y  t h e reinsurance int erm ediary , or 
t h e t est im ony  of an em ploy ee or ot h er individual ot h erwise under cont rol of 
t h e reinsurance int erm ediary  wit h  respect  t o any  reinsurance t ransact ion for 
wh ich  it  act ed as a reinsurance int erm ediary . 
( b )  Com pliance wit h  sub division ( a)  sh all b e sub j ect  t o t h e rig h t  of t h e 
reinsurance int erm ediary  and t h e part ies t o t h e t ransact ion t o ob j ect  t o t h e 
court  or arb it rat ion panel concerning  t h e nat ure or scope of t h e docum ent s or 
t est im ony  or t h e t im e wit h in wh ich  it  m ust  com ply  wit h  t h e order. F ailure t o 
com ply  wit h  t h e order sh all b e deem ed t o b e a m at erial noncom pliance wit h  
t h is ch apt er. 
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