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(b) FCIC will review the NRS policy
to determine that it does not materi-
ally increase or shift risk to the under-
lying policy or plan of insurance rein-
sured by FCIC, reduce or limit the
rights of the insured with respect to
the underlying policy or plan of insur-
ance, or cause disruption in the mar-
ketplace for products reinsured by
FCIC.

(1) An NRS policy will be considered
to disrupt the marketplace if it ad-
versely affects the sales or administra-
tion of reinsured policies, undermines
producers’ confidence in the Federal
crop insurance program, decreases the
producer’s willingness or ability to use
Federally reinsured risk management
products, or harms public perception of
the Federal crop insurance program.

(2) The applicant, at a minimum,
must provide worksheets and examples
that establish liability and determine
indemnities that demonstrate the per-
formance of the NRS policy under dif-
fering scenarios. When the review is
complete, FCIC will forward their find-
ings to the applicant.

(c) If the approved insurance provider
sells an NRS policy that RMA deter-
mines materially increases or shifts
risk to the underlying FCIC reinsured
policy, reduces or limits the rights of
the insured with respect to the under-
lying policy, or causes disruption in
the marketplace for products reinsured
by FCIC, reinsurance, A&O subsidy and
risk subsidy will be denied on the un-
derlying FCIC reinsured policy for
which such NRS policy was sold.

(d) FCIC will respond to the sub-
mitter not less than 60 days before the
first sales closing date or provide no-
tice why FCIC is unable to respond
within the time frame allotted.

[70 FR 44242, Aug. 2, 2005]

§400.714 Requests for the opportunity
to offer a premium discount.

(a) To participate in the premium re-
duction plan, approved insurance pro-
viders must make a request to RMA for
the opportunity to offer a premium dis-
count for the reinsurance year in ac-
cordance with §400.716.

(b) If RMA determines that the ap-
proved insurance provider is eligible
for the opportunity to offer a premium
discount under the premium reduction
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plan for the reinsurance year, the ap-
proved insurance provider will only be
allowed to pay a premium discount if:

(1) The approved insurance provider
has submitted the required information
applicable for that reinsurance year in
accordance with §400.720;

(2) The approved insurance provider
has demonstrated to RMA that it has
operated sufficiently below its A & O
subsidy to support the payment of such
discount; and

(3) RMA has approved the dollar
amount, and the corresponding per-
centage of net book premium, for the
premium discount.

(c) For the 2006 reinsurance year:

(1) For an approved insurance pro-
vider with an approved SRA for the
2005 reinsurance year, requests for the
opportunity to offer a premium dis-
count must be received by RMA not
later than August 4, 2005; and

(2) For an approved insurance pro-
vider that did not have an approved
SRA for the 2005 reinsurance year and
did not request such agreement until
after the deadline contained in para-
graph (c)(1) of this section, requests for
the opportunity to offer a premium dis-
count must be provided with the appli-
cation for approval of a SRA.

(d) For all subsequent reinsurance
years:

(1) For an approved insurance pro-
vider with an approved SRA for the
previous reinsurance year, requests for
the opportunity to offer a premium dis-
count must be received by RMA not
later than April 1 before the reinsur-
ance year, or the date RMA otherwise
determines the Plan of Operations is
due; and

(2) For an approved insurance pro-
vider that did not have an approved
SRA for the previous reinsurance year
and did not request such agreement
until after the deadline contained in
paragraph (d)(1) of this section, re-
quests for the opportunity to offer a
premium discount under the premium
reduction plan must be provided with
the application for approval of a SRA.

(e) Any request for the opportunity
to offer a premium discount under the
premium reduction plan that is not
submitted by the applicable deadlines
contained in paragraphs (c) and (d) will
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not be considered until the next rein-
surance year.

() The request for the opportunity to
offer a premium discount under the
premium reduction plan must be sent
to the Director, Reinsurance Services
Division (or designee).

[70 FR 41919, July 20, 2005]

§400.715 Limitations and prohibitions.

(a) For the first two reinsurance
years that RMA approves the payment
of a premium discount, the approved
insurance provider may not pay a pre-
mium discount under the premium re-
duction plan to a producer greater than
4.0 percent of the net book premium for
the eligible crop insurance contract.
For subsequent reinsurance years, the
4.0 percent of the net book premium for
the eligible crop insurance contract
will remain the maximum amount of
premium discount authorized to be ap-
proved by RMA unless otherwise stated
by RMA.

(b) AIll premium discounts must be
based on an actual accounting of effi-
ciencies achieved by the approved in-
surance provider for the reinsurance
year and may not be distributed to pol-
icyholders until the payment and the
amount of such discounts have been ap-
proved by RMA in writing in accord-
ance with §400.720.

(c) The approved insurance provider
may not impose any term or condition
upon the distribution or amount of any
premium discount (such as condi-
tioning the premium discount based
upon the renewal of the eligible crop
insurance contract with the approved
insurance provider or not having a loss
for the crop year), except those in-
cluded in 8§400.714 through 400.722.

(d) Premium discounts under the pre-
mium reduction plan are not available
for:

(1) Eligible crop insurance contracts
at CAT level of coverage; and

(2) Ineligible producers.

(e) No approved insurance provider or
its representatives, agents, employees
or contractors may advertise or other-
wise communicate to any producer the
availability, potential availability, or
existence of:

(1) The opportunity to offer a pre-
mium discount under the premium re-
duction plan until the approved insur-
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ance provider receives written notice
from RMA that it is eligible for the op-
portunity to offer a premium discount;

(2) A specific amount of premium dis-
count prior to such amount being ap-
proved in writing by RMA in accord-
ance with §400.720; and

(3) Past or projected ability of the ap-
proved insurance provider to operate at
less than the approved insurance pro-
vider’s A&O subsidy.

(f) After RMA has determined that
the approved insurance provider is eli-
gible for the opportunity to offer a pre-
mium discount in a State, the approved
insurance provider and its representa-
tives, agents, employees or contractors
may advertise and communicate to
producers that there is an opportunity
for the approved insurance provider to
offer a premium discount in that State
and:

(1) If they advertise or otherwise
communicate that there is an oppor-
tunity to offer a premium discount in
that State, such advertisements or
other communications:

(i) Can only state the dollar amounts
or corresponding percentage of net
book premium of premium discount ac-
tually paid to producers in the State
for each reinsurance year for which the
approved insurance provider paid a pre-
mium discount; and

(ii) Must contain a prominently dis-
played disclaimer that:

(A) States ‘““The past payments of
premium discounts are not a guarantee
that future payments will be made or
an indication of the amount of future
premium discounts’’; or

(B) States a similar statement that
must be approved in writing by RMA;
and

(2) RMA may impose a sanction au-
thorized in §400.719(j) if:

(i) RMA determines that the ap-
proved insurance provider or its rep-
resentative, agent, employee or con-
tractor is not in compliance with the
provisions of this section; or

(ii) Any State regulatory authority
determines that an approved insurance
provider or its representatives, agents,
employees or contractors has violated
any State law regarding the adver-
tising, marketing or solicitation of
customers with respect to a premium



