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September 7, 2011 
 
An Open Letter to CICA Members 
 
RE: The Impact of the Nonadmitted and Reinsurance Reform Act on Captive Insurance Companies 

 
 
Many concerns have been voiced since the passage of the “Nonadmitted and Reinsurance Reform Act” (NRRA), 
which was part of the Dodd Frank Financial Reform Act.   
 
While the clear intent of the NRRA was to address the surplus lines market (and the language of NRRA does not 
authorize the assessment of any additional taxes), the implementation of NRRA has created an opportunity for 
aggressive state legislators and/or regulators to try to expand their taxing authority. 
 
Under current law, states do not have the authority to regulate or tax a nonadmitted insurer unless that insurer 
is “doing an insurance business” or “transacting insurance” in that state.  Captive insurance companies are 
designed not to “transact insurance” in any state other than their state of domicile, which was the holding of 
the Todd Shipyards case. 
 
Nonetheless, it appears that there will be states (such as Maryland) that are attempting to tax an insurance 
transaction based solely on the residency of the insured -- or to otherwise expand their taxing authority in a 
way that may adversely affect captives.   
 
The CICA Board is acutely aware of the challenge that this trend poses for the captive insurance industry.  We 
are actively considering how we might track and respond to these developing challenges.   
 
Options include clarifying legislation at the federal level, strategic challenges at the state level, and amicus 
support of selected litigation.  Unfortunately, as Risk Retention Groups have learned, even a clear federal 
preemption will not necessarily protect you from extra-legal state regulation.   
 
We are also considering what it would take to change our business model to engage in a more proactive 
advocacy program, along with the significant resources it would take to make that change. 
 
It is clear that we will need your help regardless of what direction our efforts take.  If you know of any effort in 
your state (or any state) that falls into this category, please let us know as soon as possible. 
 
Thank you in advance for your support and assistance in our efforts. 
 
 
         
 
John Svoboda       Dennis P. Harwick 
Chair, CICA Board of Directors     President 


