
 

DATE:  June 4, 2007 
 
TO:    All Commissioners, Directors, Superintendents and Administrators 
 
FROM:  Director Merle Scheiber, Chair 
  NAIC Crop Insurance Working Group 
 
SUBJECT:   Federal Crop Insurance Corporation (FCIC)-related Benefits Provided by 

Cooperative or Trade Associations 
 
 
The NAIC’s Crop Insurance Working Group has been asked by the Risk Management Agency (RMA) staff 
to assist in educating state insurance regulators about a provision in the Federal Crop Insurance Act (Act) 
allowing cooperative or trade associations to provide rebates for licensing fees or other payments from 
approved insurance providers (AIP) to insureds. This memo provides background information about the 
program and the requirements of the association to obtain written documentation from state insurance 
regulators as to whether the program is in compliance with, or in violation of, applicable state laws, rules 
and regulations. Attached with the memo are model documents, developed in conjunction with RMA staff, 
for you and your staff to use in providing the RMA with the necessary information to allow an association 
to participate in the program and for guidance in completing the documents. 
 
Background: 
 
Section 508(b)(5)(B) of the Act states in relevant part:   
 

(i) If State law permits a licensing fee or other payment to be paid by an insurance provider 
to a cooperative association or trade association and rebated to a producer [insured] 
with catastrophic risk protection or additional coverage, a cooperative association or 
trade association located in that State may pay, on behalf of a member of the association 
in that State or a contiguous State who consents to be insured under such an 
arrangement, all or a portion of the administrative fee required by this paragraph for 
catastrophic risk protection. 

 
(ii)   Treatment of Licensing Fees - A licensing fee or other payment made by an insurance 

provider to the cooperative association or trade association in connection with the 
issuance of catastrophic risk protection or additional coverage to members of the 
Cooperative Association or Trade Association shall be subject to the laws regarding 
rebates in the State in which the fee or other payment is made. 

 
 
Under the Act, cooperative or trade associations that have applied to the RMA to participate in this rebate 
MUST obtain from the insurance regulator in each state in which they wish to offer the rebate a written 
statement that the association’s plan is not in violation of state law(s).  Item 27.c. of Appendix II of the 
RMA’s Standard Reinsurance Agreement (SRA) states that an association must: “for each State listed, 
provide a letter from the State Insurance Department stating whether the return to the producer [insured] 
of licensing fees or other payments made by the Company or its affiliates to the cooperative association or 
trade association is in compliance with the rebating laws of such State.”   
 
Many of the letters previously received from State regulators have been inadequate to determine whether 
the State actually considered the payment of the licensing fee or other payment from the AIP to the 
cooperative or trade association and the subsequent benefits to their members as allowable under the laws 
of the state.  Even in cases where it appears there was approval by the State, it was often unclear what the 
State actually approved.  Therefore, the RMA has determined it is necessary to establish the procedures 
governing the content of such letters to ensure that the same information is provided to the FCIC and the 
States and that the State’s determination of whether there is or is not a violation of the State’s laws is based 
on that information.    



 

 
Regulator’s Role: 
 
The cooperative or trade association must provide a letter to the FCIC from the State regulatory body 
covering insurance (e.g. State Insurance Commissioner, etc.) for each State in which a licensing fee or 
other payment (including commission) is proposed to be provided to a cooperative or trade association and 
distributed, in whole or in part, to the members of the association.  To be accepted by the FCIC as an 
assurance that the proposed payment program complies with State laws, the letter must contain ALL of the 
following items: 
 

1.   A detailed statement describing the State’s understanding of the proposed licensing fee or 
other payment to be made by the AIP to the cooperative or trade association and the distribution of 
the resulting benefits to the members of the cooperative or trade association. 
 
2. A recitation or citation to the rebating laws, as well as any other laws of the State 
considered applicable by the State in conducting its review of the proposed licensing fee or other 
payment by the AIP to the cooperative or trade association and the distribution of the resulting 
benefits to the members of the cooperative or trade association. 
 
3. A comprehensive analysis that specifically addresses the proposed licensing fee or other 
payment and the distribution of the resulting benefits to the members of the cooperative or trade 
association as such payments relate to the applicable State rebating laws as well as any other 
applicable state laws. 
 
4. An express statement by the State that the proposed licensing fee or other payment and 
the distribution of the resulting benefits proposed by the AIP and cooperative or trade association 
is in conformance with the laws of the State. 
 
5. The letter must be signed by the head of the State regulatory body covering insurance or a 
designee.  In the case of a designee, evidence of the delegation of authority from the head of the 
State regulatory body covering insurance must also be provided. 

 
In addition, the Act provides that after the first year in which such letter is provided, a new letter from the 
State must be sought: (i) prior to the cooperative or trade association making any changes in the manner in 
which the benefits from the licensing fee or other payment are to be distributed to its members; (ii) within 
15 days after any changes in the State’s rebating laws; or (iii) not later than five years of date of the 
previous letter from the State if neither (i) or (ii) have occurred within the five year period.  The AIP must 
immediately notify the FCIC that a new letter is being sought and the AIP may not pay any licensing fee or 
other payment to the cooperative or trade association until the new letter is provided from the State and the 
FCIC approves such payment under item 27 of Appendix II of the SRA. 
 
 
 
 
 
 
 
 
 
 



 

DATE:   
 
TO:    {Insert Cooperative or Trade Association Contact Person}  
 
FROM:  {Insert Relevant State Regulatory Official Name, Title} 
 
SUBJECT:   State Review of {Insert Cooperative or Trade Association’s Name}’s Request To 

Participate in the Cooperative or Trade Associations Payment Rebate Program 
 
 
 
It is the State’s understanding that {insert cooperative or trade association’s name} has applied to the Risk 
Management Agency (RMA), under Section 508(b)(5)(B) of the Federal Crop Insurance Act (Act), to 
provide a rebate of the licensing fees or other payments made to it by {insert the name of the insurer(s)} to 
members of its association. It is also the State’s understanding that the RMA has determined, or will make 
a determination, that the association meets its definition of a cooperative or trade association and that the 
proposed program meets all the requirements of the Act.  
 

[DRAFTING NOTE: The state regulator should provide a detailed statement describing the 
State’s understanding of the proposed licensing fee or other payment to be made by the insurer to 
the cooperative or trade association and the distribution of the resulting benefits to the members 
of the cooperative or trade association. This description should be provided to you by the 
cooperative or trade association submitting the program information request to the state and can 
be supplemented by insurance department staff with follow-up information as necessary.] 

 
In the review process undertaken by the State, we considered the following applicable state laws, 
regulations and rules as they apply to the proposed program: {insert relevant cites to laws, rules and 
regulations}.  
 

[DRAFTING NOTE: Recitation or citation of applicable laws should include, but not be limited 
to, a review of rebating laws, cooperative and trade associations and commission sharing of the 
State considered applicable by the State in conducting its review of the proposed licensing fee or 
other payment by the AIP to the cooperative or trade association and the distribution of the 
resulting benefits to the members of the cooperative or trade association.] 

 
After reviewing both the association’s program, as understood by the State, and all applicable State laws, 
rule and regulations, I have determined that the program {does/does not} comply with State laws and, as 
proposed, {may/may not} be implemented in the state of {insert state name}. [ALTERNATE 
LANGUAGE: After reviewing both the association’s program, as understood by the State, and all 
applicable State laws, rules and regulations, there is insufficient legal clarity to determine whether the 
program would be in compliance with State laws.] 
 

[DRAFTING NOTE: Provide a comprehensive analysis that specifically addresses the proposed 
licensing fee or other payment and the distribution of the resulting benefits to the members of the 
cooperative or trade association as such payments relate to the applicable State rebating laws, as 
well as any other applicable state laws. The RMA has determined that use of the alternative 
language above will prohibit the association’s participation in the program.] 

 
[DRAFTING NOTE: The letter must be signed by the head of the State regulatory body covering 
insurance or a designee.  In the case of a designee, evidence of the delegation of authority from 
the head of the State regulatory body covering insurance must also be provided.] 

 
 
W:\Mar07\Cmte\C\Wg\Crop Ins\model rebate letter.doc 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /PDFX1a:2003
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


