8§ 1308. Reinsurance, when permtted; effect on reserves. (a) (1) Any
aut hori zed i nsurer, hereinafter called the "ceding insurer"”, my,
subject to the limtations of this chapter, reinsure its risks and
policy liabilities in any other assumng insurer with the effects herein
prescribed. No prohibition or limtation in this chapter shal
i nval i date any rei nsurance agreenent as between the parties thereto.

(2) (A) No credit shall be allowed, as an adnmitted asset or deduction
fromliability, to any ceding insurer for reinsurance ceded, renewed, or
ot herwi se beconmi ng effective after January first, nineteen hundred
forty, unless:

(i) the reinsurance shall be payable by the assum ng insurer on the
basis of the liability of the ceding insurer under the contracts
rei nsured without dimnution because of the insolvency of the ceding
i nsurer, and

(ii1) under the reinsurance agreenent the liability for such
rei nsurance i s assumed by the assuming insurer as of the sane effective
dat e.

(B) Except as provided by subsection (a) of section four thousand one
hundred ei ghteen of this chapter, no such credit shall be allowed any
ceding insurer for reinsurance ceded, renewed, or otherw se becom ng
effective after Septenber first, nineteen hundred fifty-two, unless the
rei nsurance agreenent provides that paynments by the assum ng insurer
shall be made directly to the ceding insurer or its |iquidator, receiver
or statutory successor, except where:

(i) the agreenment specifies another payee of such reinsurance in the
event of the insolvency of the ceding insurer, or

(ii) the assuming insurer with the consent of the direct insureds has
assumed such policy obligations of the ceding insurer as its direct
obligations to the payees under such policies, in substitution for the
obligations of the ceding insurer to such payees.

(3) Such reinsurance agreenent nmay provide that the |iquidator
receiver or statutory successor of an insolvent ceding insurer shal
give witten notice of the pendency of a claimagainst such insurer on
the contract reinsured within a reasonable tine after such claimis
filed in the insol vency proceeding and that during the pendency of such
clai many assuming insurer nmay investigate such claimand interpose, at
its own expense, in the proceeding where such claimis to be adjudicated



any defenses which it deens available to the ceding conpany, its

| i qui dator, receiver or statutory successor. Such expense shall be
char geabl e subject to court approval against the insolvent ceding

i nsurer as part of the expense of liquidation to the extent of a
proportionate share of the benefit which may accrue to the ceding
insurer solely as a result of the defense undertaken by the assuni ng
i nsurer. Where two or nore assunming insurers are involved in the sane
claimand a ngjority in interest elect to interpose defense to such
claim the expense shall be apportioned in accordance with the terns of
t he rei nsurance agreenent as though such expense had been incurred by
t he cedi ng conpany.

(b) I'n determning the ceding insurer's financial condition, if
reinsurance is effected by the ceding insurer in any assuni ng insurer,
the ceding insurer shall, in addition to any credit allowed against its
| oss reserves, and any reduction of reserves allowed pursuant to
par agr aph ni ne of subsection (a) of section one thousand three hundred
one of this article for reinsurance recoverable frominsurers not
authorized in this state, receive credit for reinsurance effected with
any assum ng insurer authorized to do such business in this state,
cal cul ated as foll ows:

(1) as to reinsurance of all or any part of any risk not specified in
par agraph two hereof, by way of deduction fromits unearned prem um
liability calculated in accordance with the provisions of section one
t housand three hundred five of this article; or

(2) as to reinsurance of all or any part of any life insurance or
annuity or non-cancellable disability risk, by way of deduction fromits
reserve liability, in an anmobunt not exceeding the reserve on the
rei nsured portion of such risk which the ceding insurer woul d have
mai ntai ned if such portion had not been reinsured.

(c) Nothing in this section shall be deened to permt the ceding
i nsurer to receive through the cession of all or any part of any risk
any advant age whereby its unearned prem umreserve, or the net anmpunt of
its valuation reserves, is reduced bel ow the anbunt required by this
chapter.

(d) In determning its financial condition, any assum ng insurer shal
be char ged:

(1) inits unearned premumliability with an anount equal to the



deduction specified in paragraph one of subsection (b) hereof, and

(2) inits valuation reserve liability with an anount at |east equa
to the anount which it would be required to maintain in accordance with
the provisions of this chapter if it were the direct insurer of such
assunmed risks on the basis specified in the reinsurance agreenent.

(e) (1) During any period of twelve consecutive nonths, wthout the
superintendent's perm ssion:

(A) no donestic insurer, except life, shall by any reinsurance
agreenent or agreenents cede an anount of its insurance on which the
total gross reinsurance premuns are nore than fifty percent of the
unearned prem uns on the net ampunt of its insurance in force at the
begi nni ng of such period, and

(B) no alien insurer, except life, shall by any reinsurance agreenent
or agreenents, involving the withdrawal or transfer of any interest in
any of its trusteed assets in the United States, cede an anount of its
i nsurance on which the total gross reinsurance prem uns are nore than
fifty percent of the unearned prem uns on the net anmount of its
insurance in force in the United States, at the beginning of such
peri od.

(2) Paragraph one hereof shall not apply to reinsurance made in the
ordi nary course of business reinsuring specified individual risks under
rei nsurance agreenments relating to current business.

(3) If any agreenent or agreenents at any tinme effect reinsurance of
substantially all of the net insurance in force of such ceding insurer,
no credit by way of deduction pursuant to subsection (b) hereof shall be
al l owed to such ceding insurer, unless either:

(A) the assum ng insurer or insurers assunme or have assuned the policy
obligations of the ceding insurer as their direct obligations to the
obl i gees under such policies and the provisions for cancellation, if
any, of such reinsurance agreenents have been approved by the
superi nt endent, or

(B) such reinsurance agreenent or agreenments were made under pooling
arrangenents between insurers associated in a group for underwiting
pur poses and were approved by the superintendent as not inpairing the
protection of policyhol ders of such ceding or assum ng insurers.

(f) (1) Unless the superintendent permts:

(A) No donestic life insurance conpany shall (i) reinsure its whole



risk on any individual life or joint lives, or (ii) reinsure a
substantial portion of its life insurance in force.

(B) No foreign or alien insurer shall reinsure its whole risk on any
individual life or joint lives, witten under a policy or contract
delivered or issued for delivery in this state.

(2) Any donestic life insurance conpany proposing to assune by
rei nsurance all or any part of the business in force, other than
portions of individual risks, of any donmestic, foreign or alien life
i nsurance conpany, fraternal benefit society or other organization
havi ng out standing policies or certificates of life insurance or
acci dent and health insurance or annuity contracts shall make witten
application to the superintendent for permssion to do so. If after due
consideration the superintendent is satisfied that the proposed
reinsurance will not prejudice the interests of the policyhol ders of
either the applicant or the conpanies that are nenbers of The Life
| nsurance Guaranty Corporation or of The Life and Health Insurance
Conmpany Cuaranty Corporation of New York, the superintendent shall grant
t he perm ssion.

(3) The superintendent, after notice to and an opportunity to be heard
by all donestic life insurance conpanies, nmay issue and fromtine to
ti me anend regul ati ons establishing standards which tend to pronote
orderly gromh and financial stability anong the conpani es and ot herw se
ef fectuate the purposes of this subsection.

(g) Any donestic life insurance conpany which has discontinued doi ng
any new business in a foreign country nmay, with the perm ssion of the
superintendent, reinsure all or any part of its risks outstanding in
such country in any solvent insurer authorized to transact business
therein. Thereafter such life insurance conpany shall not be required to
charge as liabilities the reserves and other liabilities pertaining to
t he reinsured risks.



