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2026 -- H 7859 SUBSTITUTE A

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2026

AN ACT

RELATING TO INSURANCE -- DOMESTIC INSURANCE COMPANIES

Introduced By: Representatives Kennedy, Edwards, O'Brien, Serpa, Azzinaro, Phillips,
Diaz, and Shallcross Smith
Date Introduced: February 27, 2026

Referred To: House Corporations

(Dept. of Business Regulation)

It is enacted by the General Assembly as follows:
SECTION 1. Sections 27-1-13, 27-1-14, 27-1-15, 27-1-16, 27-1-16.1, 27-1-16.2, 27-1-17,

27-1-18, 27-1-19, 27-1-20 and 27-1-21 of the General Laws in Chapter 27-1 entitled "Domestic

Insurance Companies™ are hereby repealed.
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SECTION 2. Sections 27-2-3, 27-2-4 and 27-2-21 of the General Laws in Chapter 27-2

entitled "Foreign Insurance Companies" are hereby repealed.
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SECTION 3. Sections 27-2-17, 27-2-20 and 27-2-24 of the General Laws in Chapter 27-2

entitled "Foreign Insurance Companies" are hereby amended to read as follows:

27-2-17. Reciprocal fees and charges.

(a) Whenever, by the laws of any other state of the United States, any fees, charges, taxes,
deposits of money or of securities, or other obligations or prohibitions are imposed on insurance
companies incorporated or organized under the laws of this state or on the insurance producers of
the insurance companies, so long as the laws continue in force, the fees, charges, taxes, deposits,
and obligations shall be imposed on the insurance companies doing business in this state that are
incorporated or organized under the laws of the other state and on their insurance producers.

(b) Whenever, by the laws of any other state of the United States, insurance companies
incorporated or organized under the laws of this state are required to provide a countersignature as
a precondition to the issuance, delivery, or making of any contract of insurance in the other state,
and whenever the insurance producer of the company is required to pay any fee or commission for
placing any insurance coverage in the other state, then the same requirements for countersignatures
and fee or commission shall be imposed upon the insurance companies doing business in this state
that are incorporated and organized under the laws of the other states and/or their insurance
producers.

(c) Whenever insurance companies that are authorized to do business in this state issue,
deliver, or make any contract of insurance on a person or property in this state, the companies shall
place the business through a licensed resident insurance producer or licensed nonresident insurance

producer as permitted under 8-27-2-3 chapter 2.4 of title 27 or any other provision of Rhode Island

law; provided, if the insurance to be issued in this state is part of an insurance contract written on
a risk whose principal place of business is located in another state, and the insurance contract is

placed through an insurance producer of the domiciliary state of the primary insured, it shall be
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permitted only if that state allows the placement of the business by a licensed nonresident insurance
producer of Rhode Island in similar circumstances.

(d) The provisions of this section shall not apply to insurance companies incorporated or
organized under the laws of a state or country whose laws do not impose retaliatory taxes or other
charges or that grant, on a reciprocal basis, exemptions from those taxes or other charges to
insurance companies incorporated or organized under the laws of this state.

27-2-20. Validity of contracts of noncomplying companies — Penalty on insurance

producers — Actions by company.

If any insurance company, cooperative or otherwise, makes insurance without complying
with the provisions of this chapter, the contract shall be valid, but every person acting within this

state as an insurance producer of the company within the meaning of chapter 2.4 of this title,

respecting the effecting of any insurance, shall be fined-netless-than-three-hundred-doHars{$300)
normere-than-one-theusand-deHars{($1,000) subject to the commissioner who may impose any

penalty as appropriate pursuant to § 42-14-16. No action at law or suit in equity shall be maintained

or recovery had by any insurance company, cooperative or otherwise, or by any assignee of the
company or by any person claiming under the assignee or the company, except a domestic receiver
of the company, on any contract in any of the courts of this state, so long as the company fails to
comply with the provisions of this chapter.

27-2-24. Revocation or suspension of license of foreign company.

Whenever it appears to the insurance commissioner from the statements, or from an
examination of the affairs, of any life, fire, marine, fire and marine, casualty, or other insurance
company not incorporated under the authority of this state, that the company is insolvent, or is in
an unsound financial condition, or that its business policies are unsound or improper, or that its
condition or management is such as to render its further transaction of business hazardous to the
public or its policyholders, or that the amount of its funds, net cash, or contingent assets is deficient,

or that its capital is impaired, or that it is conducting its business fraudulently or refuses or neglects

to comply with the laws of the state relating to insurance companies, it-shat-be-the-duty-ofthe

take action pursuant to § 42-14-16.

SECTION 4. Section 27-2.7-5 of the General Laws in Chapter 27-2.7 entitled "Portable
Electronics Insurance" is hereby amended to read as follows:

27-2.7-5. Suspension or revocation of license.
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If a portable electronics insurance vendor or its employee or authorized representative

violates any provision of this section, the insurance commissioner may de-any-ofthefolewing:

{3)}-Any take action pursuant to any other penalties appropriate under § 42-14-186.

SECTION 5. Section 27-8.1-5 of the General Laws in Chapter 27-8.1 entitled "Information
Reporting and Immunity Relating to Fire Losses" is hereby amended to read as follows:

27-8.1-5. Enforcement — Penalty.

(a) No insurer, lending institution, party in interest, or authorized agency, or any person
acting in behalf of, or in conjunction with, any of these, shall:

(1) Intentionally or knowingly refuse to release any information requested and/or ordered
pursuant to 8 27-8.1-3(a), (b), (e), or ();

(2) Intentionally or knowingly refuse to provide authorized relevant information pursuant
to § 27-8.1-3(d)(1); and

(3) Fail to hold in strict confidence, possession, and custody, information required to be so
held under § 27-8.1-4(a).

(b) Wheeve

and-upon-convictionshall-be-punished-by-a-fine Violations of subsection (a) of this section shall

be subject to penalties not to exceed one hundred dollars ($100).

SECTION 6. Section 27-17-16 of the General Laws in Chapter 27-17 entitled "Reciprocal
Exchanges and Interinsurers" is hereby amended to read as follows:

27-17-16. Penalty for doing business without compliance.

Any attorney who exchanges any contracts of insurance of the kind and character specified
in this chapter, or any attorney or representative of the attorney who solicits or negotiates any

applications for the attorney without the attorney first complying with the provisions of this chapter,

shall be deemed

penalties pursuant to § 42-14-16.
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SECTION 7. Section 27-25-37 of the General Laws in Chapter 27-25 entitled "Rhode
Island Fraternal Code" is hereby amended to read as follows:

27-25-37. Penalties.

to-a-fine-not-exceeding-five-hundred-dolars($500). Violations of this chapter shall be subject to

penalties pursuant to § 42-14-16.

SECTION 8. Section 27-29-4.5 of the General Laws in Chapter 27-29 entitled "Unfair
Competition and Practices" is hereby amended to read as follows:

27-29-4.5. Penalty.

An insurer’s failure to comply with any requirement of § 27-29-4.4, or any rule or

regulation promulgated by the department of business regulation pursuant to § 27-29-4.4 shall

result in a fine in a sum of up to five thousand dollars ($5,000).
SECTION 9. Section 27-5-3.8 of the General Laws in Chapter 27-5 entitled "Fire Insurance

Policies and Reserves" is hereby repealed.
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SECTION 10. Section 27-14.4-3 of the General Laws in Chapter 27-14.4 entitled "Uniform

Insurers Liquidation Act™ is hereby amended to read as follows:

27-14.4-3. Director as domiciliary receiver.

Whenever under this title;—tneluding-8-27-1-14; a receiver is to be appointed upon the
commencement of delinquency proceedings for an insurer domiciled in this state, the superior court
shall appoint the director of business regulation as the receiver. The court shall direct the receiver
to immediately take possession of the assets of the insurer and to administer them under the orders
of the court. The receiver may, subject to the discretion of the court, continue to be the receiver for

the duration of the receivership proceedings and shall have all of the powers and duties conferred

LC005413/SUB A - Page 10 of 17
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upon the receivers by law including the powers and duties set forth in chapter + 14.3 of this title.
SECTION 11. Section 27-35-4 of the General Laws in Chapter 27-35 entitled "Insurance
Holding Company Systems" is hereby amended to read as follows:

27-35-4. Standards and management of an insurer within a holding company system.

() Transactions within an insurance holding company system.

(1) Transactions within an insurance holding company system to which an insurer subject
to registration is a party shall be subject to the following standards:

(i) The terms shall be fair and reasonable;

(ii) Agreements for cost sharing and management services shall include such provisions as
required by rule and regulation issued by the commissioner;

(iii) Charges or fees for services performed shall be reasonable;

(iv) Expenses incurred and payment received shall be allocated to the insurer in conformity
with customary insurance accounting practices consistently applied;

(v) The books, accounts, and records of each party to all such transactions shall be so
maintained as to clearly and accurately disclose the nature and details of the transactions including
such accounting information as is necessary to support the reasonableness of the charges or fees to
the respective parties; and

(vi) The insurer’s surplus as regards policyholders following any dividends or distributions
to shareholder affiliates shall be reasonable in relation to the insurer’s outstanding liabilities and
adequate to its financial needs:;

(vii) If an insurer subject to this chapter is deemed by the commissioner to be in a hazardous

financial condition as defined by chapter 14.2 of title 27 or a condition that would be grounds for

supervision, conservation or a delinquency proceeding, then the commissioner may require the

insurer to secure and maintain either a deposit, held by the commissioner, or a bond, as determined

by the insurer at the insurer’s discretion, for the protection of the insurer for the duration of the

contract(s) or agreement(s), or the existence of the condition for which the commissioner required

the deposit or the bond. In determining whether a deposit or a bond is required, the commissioner

should consider whether concerns exist with respect to the affiliated person’s ability to fulfill the

contract(s) or agreement(s) if the insurer were to be put into liquidation. Once the insurer is deemed

to be in a hazardous financial condition or a condition that would be grounds for supervision,

conservation or a delinguency proceeding, and a deposit or bond is necessary, the commissioner

has discretion to determine the amount of the deposit or bond, not to exceed the value of the

contract(s) or agreement(s) in any one year, and whether such deposit or bond should be required

for a single contract, multiple contracts or a contract only with a specific person(s);
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(viii) All records and data of the insurer held by an affiliate are and remain the property of

the insurer, are subject to control of the insurer, are identifiable, and are segregated or readily

capable of segregation, at no additional cost to the insurer, from all other persons’ records and data.

This includes all records and data that are otherwise the property of the insurer, in whatever form

maintained including, but not limited to, claims and claim files, policyholder lists, application files,

litigation files, premium records, rate books, underwriting manuals, personnel records, financial

records or similar records within the possession, custody or control of the affiliate. At the request

of the insurer, the affiliate shall provide that the receiver can obtain a complete set of all records of

any type that pertain to the insurer’s business; obtain access to the operating systems on which the

data is maintained; obtain the software that runs those systems either through assumption of

licensing agreements or otherwise; and restrict the use of the data by the affiliate if it is not operating

the insurer’s business. The affiliate shall provide a waiver of any landlord lien or other encumbrance

to give the insurer access to all records and data in the event of the affiliate’s default under a lease

or other agreement; and

(ix) Premiums or other funds belonging to the insurer that are collected by or held by an

affiliate are the exclusive property of the insurer and are subject to the control of the insurer. Any

right of offset in the event an insurer is placed into receivership shall be subject to chapter 14.3 of

title 27.

(2) The following transactions involving a domestic insurer and any person in its insurance
holding company system, including amendments or modifications of affiliate agreements
previously filed pursuant to this section, which are subject to any materiality standards contained
in subsections (a)(2)(i) through (a)(2)(vii) of this section, may not be entered into unless the insurer
has notified the commissioner in writing of its intention to enter into the transaction at least thirty
(30) days prior, or such shorter period as the commissioner may permit, and the commissioner has
not disapproved it within that period. The notice for amendments or modifications shall include the
reasons for the change and the financial impact on the domestic insurer. Informal notice shall be
reported, within thirty (30) days after a termination of a previously filed agreement, to the
commissioner for determination of the type of filing required, if any.

(i) Sales, purchases, exchanges, loans, extensions of credit, or investments, provided the
transactions are equal to or exceed:

(A) With respect to nonlife insurers, the lesser of three percent (3%) of the insurer’s
admitted assets or twenty-five percent (25%) of surplus as regards policyholders as of the 31st day
of December next preceding; or

(B) With respect to life insurers, three percent (3%) of the insurer’s admitted assets; as of

LCO005413/SUB A - Page 12 of 17
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the 31st day of December next preceding;

(ii) Loans or extensions of credit to any person who is not an affiliate, where the insurer
makes the loans or extensions of credit with the agreement or understanding that the proceeds of
the transactions, in whole or in substantial part, are to be used to make loans or extensions of credit
to, to purchase assets of, or to make investments in, any affiliate of the insurer making the loans or
extensions of credit, provided the transactions are equal to or exceed:

(A) With respect to nonlife insurers, the lesser of three percent (3%) of the insurer’s
admitted assets or twenty-five percent (25%) of surplus as regards policyholders as of the 31st day
of December next preceding;

(B) With respect to life insurers, three percent (3%) of the insurer’s admitted assets; as of
the 31st day of December next preceding;

(iii) Reinsurance agreements or modifications thereto, including:

(A) All reinsurance pooling agreements;

(B) Agreements in which the reinsurance premium or a change in the insurer’s liabilities,
or the projected reinsurance premiums or a change in the insurer’s liabilities in any of the next three
(3) years, equals or exceeds five percent (5%) of the insurer’s surplus as regards policyholders as
of the 31st day of December next preceding, including those agreements which may require as
consideration the transfer of assets from an insurer to a nonaffiliate, if an agreement or
understanding exists between the insurer and nonaffiliate that any portion of those assets will be
transferred to one or more affiliates of the insurer;

(iv) All management agreements, service contracts, tax allocation agreements, guarantees
and all cost-sharing arrangements;

(v) Guarantees when made by a domestic insurer; provided, however, that a guarantee
which is quantifiable as to amount is not subject to the notice requirements of this subsection (a)(2)
unless it exceeds the lesser of one-half of one percent (.5%) of the insurer’s admitted assets or ten
percent (10%) of surplus as regards policyholders as of the 31st day of December next preceding.
Further, all guarantees which are not quantifiable as to amount are subject to the notice
requirements of this subsection (a)(2);

(vi) Direct or indirect acquisitions or investments in a person that controls the insurer or in
an affiliate of the insurer in an amount which, together with its present holdings in such investments,
exceeds two and one-half percent (2.5%) of the insurer’s surplus to policyholders. Direct or indirect
acquisitions or investments in subsidiaries acquired pursuant to 8 27-35-1.5 (or authorized under
any other section of this chapter), or in non-subsidiary insurance affiliates that are subject to the

provisions of this chapter, are exempt from this requirement; and
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(vii) Any material transactions, specified by regulation, the commissioner determines may
adversely affect the interests of the insurer’s policyholders.

Nothing contained in this subsection (a)(2) shall be deemed to authorize or permit any
transactions which, in the case of an insurer not a member of the same insurance holding company
system, would be otherwise contrary to law.

(3) A domestic insurer may not enter into transactions which are part of a plan or series of
like transactions with persons within the insurance holding company system if the purpose of those
separate transactions is to avoid the statutory threshold amount and thus avoid the review that would
occur otherwise. If the commissioner determines that the separate transactions were entered into
over any twelve-month (12) period for that purpose, he or she may exercise his or her authority
under § 27-35-9.

(4) The commissioner, in reviewing transactions pursuant to subsection (a)(2) of this
section shall consider whether the transactions comply with the standards set forth in subsection
(2)(2) of this section and whether they may adversely affect the interests of policyholders.

(5) The commissioner shall be notified within thirty (30) days of any investment of the
domestic insurer in any one corporation if the total investment in the corporation by the insurance
holding company system exceeds ten percent (10%) of the corporation’s voting securities.

(6) Supervision, seizure, conservatorship or receivership proceedings.

(i) Any affiliate that is party to an agreement or contract with a domestic insurer that is

subject to subsection (a)(2)(iv) of this section shall be subject to the jurisdiction of any supervision,

seizure, conservatorship or receivership proceedings against the insurer and to the authority of any

supervisor, conservator, rehabilitator or liquidator for the insurer appointed pursuant to chapters

14.1, 14.2, 14.3 and 14.4 of this title for the purpose of interpreting, enforcing and overseeing the

affiliate’s obligations under the agreement or contract to perform services for the insurer that:

(A) Are an integral part of the insurer’s operations including, but not limited to,

management, administrative, accounting, data processing, marketing, underwriting, claims

handling, investment or any other similar functions; or

(B) Are essential to the insurer’s ability to fulfill its obligations under insurance policies.

(ii) The commissioner may require that an agreement or contract pursuant to subsection

(2)(2)(iv) of this section for the provision of services described in subsections (6)(i)(A) and

(6)(i)(B) of this section specify that the affiliate consents to the jurisdiction as set forth in this

subsection (a)(6) of this section.

(b) Adequacy of surplus. For the purposes of this chapter, in determining whether an

insurer’s surplus as regards policyholders is reasonable in relation to the insurer’s outstanding
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liabilities and adequate to its financial needs, the following factors, among others, shall be
considered:

(1) The size of the insurer as measured by its assets, capital and surplus, reserves, premium
writings, insurance in force, and other appropriate criteria;

(2) The extent to which the insurer’s business is diversified among the several lines of
insurance;

(3) The number and size of risks insured in each line of business;

(4) The extent of the geographical dispersion of the insurer’s insured risks;

(5) The nature and extent of the insurer’s reinsurance program;

(6) The quality, diversification, and liquidity of the insurer’s investment portfolio;

(7) The recent past and projected future trend in the size of the insurer’s investment
portfolio;

(8) The surplus as regards policyholders maintained by other comparable insurers;

(9) The adequacy of the insurer’s reserves; and

(10) The quality and liquidity of investment in affiliates. The commissioner may treat this
investment as a disallowed asset for the purposes of determining the adequacy of surplus as regards
policyholders whenever in his or her judgment the investment warrants.

(c) Dividends and other distributions.(1) No domestic insurer shall pay any extraordinary
dividend or make any other extraordinary distribution to its shareholders until thirty (30) days after
the commissioner has received notice of the declaration thereof and has not within that period
disapproved the payment, or until the commissioner has approved the payment within the thirty-
day (30) period.

(2) For purposes of this section, an “extraordinary dividend or distribution” includes any
dividend or distribution of cash or other property, whose fair market value together with that of
other dividends or distributions made within the preceding twelve (12) months exceeds the lesser
of:

(1) Ten percent (10%) of the insurer’s surplus as regards policyholders as of the 31st day
of December next preceding; or

(if) The net gain from operations of the insurer, if the insurer is a life insurer, or the net
income, if the insurer is not a life insurer, not including realized capital gains, for the twelve-month
(12) period ending the 31st day of December next preceding, but shall not include pro rata
distributions of any class of the insurer’s own securities.

In determining whether a dividend or distribution is extraordinary, an insurer other than a

life insurer may carry forward net income from the previous two (2) calendar years that has not
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already been paid out as dividends. This carry forward shall be computed by taking the net income
from the second and third preceding calendar years, not including realized capital gains, less
dividends paid in the second and immediate preceding calendar years.

(3) Notwithstanding any other provision of law, an insurer may declare an extraordinary
dividend or distribution which is conditional upon the commissioner’s approval, and the declaration
shall confer no rights upon shareholders until: (i) The commissioner has approved the payment of
the dividend or distribution; or (ii) The commissioner has not disapproved the payment within the
thirty-day (30) period referred to in subsection (c)(1) of this section.

(d) Management of domestic insurers subject to registration. All domestic insurers shall
become in compliance and maintain compliance with the provisions of this title addressing good
corporate governance standards § 27-1-2.1, unless otherwise exempted in § 27-1-2.1.

SECTION 12. This act shall take effect upon passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO INSURANCE -- DOMESTIC INSURANCE COMPANIES

*k*k

This act would provide an update to certain insurance sections of law to update or eliminate
outdated sections of the insurance law.

This act would take effect upon passage.
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