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FIRST REGULAR SESSION

HOUSE BILL NO. 238

94TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVE YATES.
Read 1st time January 4, 2007 and copies ordered printed.
D. ADAM CRUMBLISS, Chief Clerk
0057L.011

AN ACT

To amend chapter 379, RSMo, by adding thereto twenty-five new sections relating to the
regulation of captive insurance companies.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapter 379, RSMo, isamended by adding thereto twenty-five new sections,
to be known as sections 379.1300, 379.1302, 379.1304, 379.1306, 379.1308, 379.1310,
379.1312, 379.1314, 379.1316, 379.1318, 379.1320, 379.1322, 379.1324, 379.1326, 379.1328,
379.1330, 379.1332, 379.1336, 379.1338, 379.1340, 379.1342, 379.1344, 379.1346, 379.1348,
and 379.1350, to read as follows:

379.1300. Asused in sections379.1300to 379.1350, thefollowing ter msshall mean:

(1) " Affiliated company" , any company in the same cor por ate system asa parent,
an industrial insured, or amember organization by virtue of common owner ship, controal,
operation, or management;

(2) " Alien captiveinsurance company", any insurance company formed to write
insurance business for its parents and affiliates and licensed under the laws of an alien
jurisdiction that imposes statutory or regulatory standards in a form acceptable to the
director on companiestransacting the business of insurancein such jurisdiction;

(3 "Annuity", a contract issued for a valuable consideration under which the
obligationsareassumed with respect to periodic paymentsfor a specified term or termsor
wherethemakingor continuanceof all or of some of such payments, or theamount of any
such payments, is dependent upon the continuance of human life;

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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(4) " Association” , any legal association of individuals, cor por ations, limited liability
companies, partnerships, associations, or other entities that has been in continuous
existence for at least one year, the member organizations of which or which does itself,
whether or not in conjunction with some or all of the member organizations:

(&) Own, control, or hold with power tovoteall of theoutstanding voting securities
of an association captive insurance company incor porated as a stock insurer; or

(b) Have complete voting control over an association captive insurance company
incorporated asa mutual insurer;

(5) " Association captive insurance company" , any company that insures risks of
the member organizations of the association and their affiliated companies;

(6) "Branch business', any insurance business transacted by a branch captive
insurance company in this state;

(7) " Branch captive insurance company", any alien captive insurance company
licensed by the director to transact the business of insurance in this state through a
business unit with a principal place of businessin this state;

(8) "Branch operations’, any business operations of a branch captive insurance
company in this state;

(99 "Captive insurance company", any pure captive insurance company,
association captive insurance company, or industrial insured captive insurance company
formed or licensed under sections379.1300t0 379.1350. For purposesof sections379.1300
to 379.1350, a branch captive insurance company shall be a pure captive insurance
company with respect to operations in this state, unless otherwise permitted by the
director;

(20) " Controlled unaffiliated business', any company:

(&) That isnot in the corporate system of a parent and affiliated companies,

(b) That has an existing contractual relationship with a parent or affiliated
company; and

(c) Whoserisksare managed by a pur e captive insurance company in accordance
with section 379.1338;

(11) "Director", thedirector of the department of insurance;

(12) " Excessworkers compensation insurance” , inthecaseof an employer that has
insured or self-insured itsworkers compensation risksin accor dancewith applicablestate
or federal law, insurancein excessof aspecified per-incident or aggr egatelimit established
by the director;

(13) "Industrial insured", an insured:
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(&) Who procurestheinsuranceof any risk or risksby use of the servicesof afull-
time employee acting as an insurance manager or buyer;

(b) Whose aggregate annual premiums for insurance on all risks total at least
twenty-five thousand dollars; and

(c) Who has at least twenty-five full-time employees,

(14) "Industrial insured captive insurance company”, any company that insures
risks of the industrial insureds that comprise the industrial insured group and their
affiliated companies;

(15) " Industrial insured group” , any group of industrial insuredsthat collectively:

(&) Own, control, or hold with power tovoteall of theoutstanding voting securities
of an industrial insured captive insurance company incor porated as a stock insurer; or

(b) Have complete voting control over an industrial insured captive insurance
company incor por ated as a mutual insurer;

(16) "Member organization", any individual, corporation, limited liability
company, partnership, association, or other entity that belongsto an association;

(17) "Mutual corporation”, a corporation organized without stockholders and
includes a nonprofit cor poration with members,

(18) " Parent", acorporation, limited liability company, partnership, other entity,
or individual, that directly or indirectly owns, controls, or holdswith power to vote more
than fifty percent of the outstanding voting:

(&) Securities of a pure captive insurance company organized as a stock
cor poration; or

(b) Membership interests of a pure captive insurance company organized as a
nonprofit corporation;

(19) " Pure captive insurance company”, any company that insures risks of its
parent and affiliated companies or controlled unaffiliated business.

379.1302. 1. Any captive insurance company, when permitted by its articles of
association, charter, or other organizational document, may apply to the director for a
license to do any and all insurance and annuity contracts comprised in section 376.010,
RSMo, and subsection 1 of section 379.010, other than workers compensation and
employers liability; provided, however, that:

(1) No purecaptiveinsurance company shall insure any risks other than those of
its parent and affiliated companiesor controlled unaffiliated business;

(2) No association captive insurance company shall insure any risks other than
those of the member organizations of its association and their affiliated companies;
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(3) Noindustrial insured captive insurance company shall insure any risks other
than those of theindustrial insuredsthat comprisetheindustrial insured group and their
affiliated companies;

(4) No captive insurance company shall provide personal motor vehicle or
homeowner'sinsurance coverage or any component ther eof;

(5) No captive insurance company shall accept or cede reinsurance except as
provided in section 379.1320;

(6) Any captive insurance company may provide excess workers compensation
insuranceto its parent and affiliated companies, unless prohibited by the federal law or
lawsof thestatehavingjurisdiction over thetransaction. Any captiveinsurancecompany,
unless prohibited by federal law, may reinsureworkers compensation of a qualified self-
insured plan of its parent and affiliated companies;

(7) Any captiveinsurancecompany whichinsureslifeand accident and health risks
described in section 376.010, RSM o, and subdivision (4) of subsection 1 of section 379.010,
shall comply with all applicable state and federal laws, and

(8) Nocaptiveinsurancecompany shall transact businessasarisk retention group
under sections 375.1080 to 357.1105, RSMo.

2. No captive insurance company shall do any insurance business in this state
unless:

(2) Itfirst obtainsfromthedirector alicenseauthorizingit todoinsurancebusiness
in this state;

(2) Itsboard of directorsor committee of manager sholdsat least one meeting each
year in this state;

(3) It maintainsitsprincipal place of businessin this state;

(4) It appointsaregistered agent to accept service of process and to otherwise act
on its behalf in this state; provided that, whenever such registered agent cannot with
reasonablediligencebefound at ther egister ed office of the captiveinsurancecompany, the
secretary of state shall be an agent of such captive insurance company upon whom any
process, notice, or demand may be served; and

(5) It holds at least thirty-five percent of its assets either directly in this state or
through afinancial institution located in this state and approved by the director.

3. (1) Beforereceiving alicense, a captive insurance company shall:

(@) File with the director a certified copy of its organizational documents, a
statement under oath of itspresident and secr etary showingitsfinancial condition, and any
other statementsor documentsrequired by the director; and
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(b) Submit tothedirector for approval adescription of the cover ages, deductibles,
cover age limits, and rates, together with such additional information asthe director may
reasonably require. Intheevent of any subsequent material changein any item in such
description, the captive insurance company shall submit to the director for approval an
appropriaterevision and shall not offer any additional kindsof insuranceuntil arevision
of such description is approved by the director. The captive insurance company shall
inform the director of any material changein rates within thirty days of the adoption of
such change.

(2) Each applicant captive insurance company shall also file with the director
evidence of the following:

(@) Theamount and liquidity of its assetsrelativeto therisksto be assumed;

(b) The adequacy of the expertise, experience, and character of the person or
persons who will manage it:

() Theoverall soundness of its plan of operation;

(d) Theadequacy of theloss prevention programs of itsinsureds; and

(e) Such other factorsdeemed relevant by thedirector in ascertainingwhether the
proposed captive insurance company will be able to meet its policy obligations.

(3) Information submitted under thissubsection shall beand remain confidential,
and shall not be made public by the director or an employee or agent of the director
without the written consent of the company; except that:

(&) Such information may be discoverable by a party in acivil action or contested
case to which the captive insurance company that submitted such information isa party,
upon a showing by the party seeking to discover such information that:

a. Theinformation sought isrelevant to and necessary for thefurtherance of such
action or case;

b. Theinformation sought isunavailable from other nonconfidential sources; and

c. A subpoena issued by a judicial or administrative officer of competent
jurisdiction has been submitted to the director; and

(b) Thedirector may, in the director's discretion, disclose such information to a
public officer having jurisdiction over the regulation of insurance in another state,
provided that:

a. Such publicofficial shall agreein writing to maintain the confidentiality of such
information; and

b. The laws of the state in which such public official serves require such
information to be and to remain confidential.
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(4) Each captiveinsurance company shall pay to thedirector a nonrefundablefee
of two hundred dollars for examining, investigating, and processing its application for
license, and the director isauthorized to retain legal, financial, and examination services
from outside the department, the reasonable cost of which may be charged against the
applicant. The provisionsof sections 374.160 to 374.162 and sections 375.202 to 375.207,
RSMo, shall apply to examinations, investigations, and processing conducted under the
authority of thissection. In addition, each captiveinsurance company shall pay alicense
feefor theyear of registration and arenewal feefor each year thereafter of threehundred
dollars.

(5) If thedirector issatisfied that the documents and statementsthat such captive
insurance company hasfiled comply with the provisions of sections 379.1300 to 379.1350,
thedirector may grant a license authorizing it to do insurance businessin this state until
April first, which license may berenewed.

379.1304. No captive insurance company shall adopt a name that is the same,
deceptively similar, or likely to be confused with or mistaken for any other existing
business nameregistered in the state of Missouri.

379.1306. 1. No captiveinsurance company shall beissued alicense unlessit shall
possess and ther eafter maintain unimpaired paid-in capital and surplus of:

(1) Inthecaseof apurecaptiveinsurancecompany, not lessthan two hundred fifty
thousand dollars;

(2) Inthe case of an association captive insurance company, not less than seven
hundred fifty thousand dollars; and

(3) Inthecaseof an industrial insured captive insurance company, not less than
five hundred thousand dollars.

2. Thedirector may prescribeadditional capital and surplusbased upon thetype,
volume, and natur e of insurance businesstransacted.

3. Capital and surplusmay bein theform of cash or an irrevocableletter of credit
issued by a bank chartered by the state of Missouri or a member bank of the Federal
Reserve System, and approved by the director.

379.1308. No captive insurance company shall pay a dividend out of, or other
distribution with respect to, capital or surpluswithout theprior approval of thedirector.
Approval of an ongoing plan for the payment of dividendsor other distributionsshall be
conditioned upon theretention, at thetime of each payment, of capital or surplusin excess
of amounts specified by or determined in accordance with formulas approved by the
director. Notwithstanding the provisions of section 355.661, RSMo, a captive insurance
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company organized under chapter 355, RSMo, may make such distributions as are in
conformity with its purposes and approved by thedirector.

379.1310. 1. A pure captive insurance company may be incor porated as a stock
insurer with its capital divided into shares and held by the stockholders, as a nonprofit
corporation with one or more members, or as a manager-managed limited liability
company.

2. An association captive insurance company or an industrial insured captive
insurance company may be:

(2) Incorporated asastock insurer with itscapital divided into sharesand held by
the stockholders,

(2) Incorporated asamutual insurer without capital stock, the gover ning body of
which iselected by itsinsureds; or

(3) Organized asa manager-managed limited liability company.

3. A captiveinsurance company incorporated or organized in this state shall have
not lessthan threeincorporatorsor three organizer s of whom not lessthan one shall bea
resident of this state.

4. In the case of a captive insurance company:

(1) Formed asa corporation, before the articles of incor poration aretransmitted
tothe secretary of state, theincorporators shall petition the director to issuea certificate
settingforth thedirector'sfindingthat theestablishment and maintenanceof the proposed
cor por ation will promote the general good of the state. In arriving at such afinding the
director shall consider:

(a) Thecharacter, reputation, financial standingand pur posesof theincorporators,

(b) Thecharacter, reputation, financial responsibility, insurance experience, and
business qualifications of the officersand directors; and

(c) Such other aspectsasthedirector shall deem advisable.

Thearticlesof incor poration, such certificate, and theor ganization feeshall betransmitted
tothesecretary of state, who shall thereupon recor d both thearticles of incor por ation and
the certificate;

(2) Formed asa limited liability company, before the articles of organization are
transmitted to the secretary of state, the organizers shall petition the director to issue a
certificate setting forth the director's finding that the establishment and maintenance of
the proposed company will promote the general good of the state. In arriving at such a
finding, thedirector shall consider theitemsset forthin paragraphs(a) to(c) of subdivision
(2) of thissubsection.
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5. Thecapital stock of acaptiveinsurancecompany incor porated asastock insurer
may be authorized with no par value.

6. Inthe case of a captive insurance company:

(1) Formed asa corporation, at least one of the membersof theboard of directors
shall bearesident of this state;

(2) Formed asa limited liability company, at least one of the managers shall bea
resident of this state.

7. Other than captive insurance companies formed as limited liability companies
under chapter 347, RSMo, or asnonpr ofit cor porationsunder chapter 355, RSM o, captive
insurance companies formed as cor porations under sections 379.1300 to 379.1350 shall
have the privileges and be subject to chapter 351, RSMo, as well as the applicable
provisionscontained in sections 379.1300 to 379.1308. I n the event of conflict between the
provisions of such general corporation law and sections 379.1300 to 379.1350, sections
379.1300 to 379.1350 shall control.

8. Captiveinsurance companiesformed under sections 379.1300 to 379.1350:

(1) Aslimited liability companies shall have the privileges and be subject to the
provisionsof chapter 347, RSM o, aswell astheapplicableprovisionscontained in sections
379.1300 to 379.1350. In theevent of a conflict between chapter 347, RSM o, and sections
379.1300 to 379.1350, sections 379.1300 to 379.1350 shall control; or

(2) As nonprofit corporations shall have the privileges and be subject to the
provisionsof chapter 355, RSMo, aswell astheapplicable provisionscontained in sections
379.1300 to 379.1350. In the event of conflict between chapter 355, RSMo, and sections
379.1300 to 379.1350, sections 379.1300 to 379.1350 shall control.

9. Theprovisionsof section 375.355, sections 379.980 to 379.988, and chapter 382,
RSMo, pertaining to mergers, consolidations, conversions, mutualizations,
redomestications, and mutual holdingcompaniesshall apply in deter miningtheprocedures
to be followed by captive insurance companies in carrying out any of the transactions
described therein; except that:

(1) The director may waive or modify the requirements for public notice and
hearing in accordance with rules which the director may adopt addressing categories of
transactions. If anoticeof publichearingisrequired, but no onerequestsahearing, then
the director may cancel the hearing;

(2) Analieninsurer may bea party toamerger authorized under thissubsection,
if approved by thedirector.

10. Thearticlesof incor poration or bylawsof a captiveinsurance company formed
as a corporation may authorize a quorum of itsboard of directorsto consist of no fewer
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than one-third of thefull board of directorsdeter mined, provided that a quorum shall not
consist of fewer than two directors.

379.1312. 1. Captive insurance companies shall not be required to make any
annual report except as provided in sections 379.1300 to 379.1350.

2. Prior toMarch first of each year, each captive insurance company shall submit
to thedirector areport of itsfinancial condition, verified by oath of two of its executive
officers. Each captiveinsurancecompany shall report using gener ally accepted accounting
principles, unlessthedirector approvestheuseof statutory accounting principles, with any
appropriate or necessary modifications or adaptations thereof required or approved or
accepted by the director for the type of insurance and kinds of insurersto be reported
upon, and assupplemented by additional infor mation required by thedirector. Except as
otherwise provided, each association captiveinsurance company shall fileitsreportinthe
form required by section 375.041, RSMo. Thedirector shall by rule proposetheformsin
which pure captive insurance companies and industrial insured captive insurance
companies shall report. Subdivision (3) of subsection 2 of section 379.1302 shall apply to
each report filed under this section.

3. Any purecaptiveinsurancecompany or an industrial insured captiveinsurance
company may makewr itten application for filingtherequired report on afiscal year end.
If an alternative reporting dateis granted:

(1) Theannual report isdue sixty days after the fiscal year end; and

(2) Inorder toprovidesufficient detail tosupport thepremiumtaxreturn,thepure
captiveinsurancecompany or industrial insured captiveinsurancecompany shall fileprior
toMarch first of each year for each calendar year end, itsbalance sheet, income statement
and statement of cash flows, verified by oath of two of its executive officers.

379.1314. 1. At least onceevery threeyearsand whenever thedirector determines
it to be prudent, thedirector shall personally, or by some competent person appointed by
thedirector, visit each captiveinsurancecompany and thoroughly inspect and examineits
affairsto ascertain itsfinancial condition, itsability to fulfill its obligations, and whether
it has complied with the provisions of sections 379.1300 to 379.1350. The director may
enlarge such three-year period to five years, provided the captive insurance company is
subject to a comprehensive annual audit during such period of a scope satisfactory tothe
director by independent auditorsapproved by thedirector. The expensesand char ges of
theexamination shall be paid to the state by the company or companiesexamined and the
director shall issuehisor her warrantsfor theproper chargesincurredin all examinations,
asprovided in sections 374.160 and 374.162, RSMo.
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2. Theprovisionsof sections374.202t0 374.207, RSM o, shall apply to examinations
conducted under this section.

3. All examination reports, preliminary examination reportsor results, working
papers, recorded infor mation, documentsand copiesther eof produced by, obtained by or
disclosed to the director or any other person in the cour se of an examination made under
thissection ar e confidential and arenot subject to subpoena and shall not be made public
by the director or an employee or agent of the director without thewritten consent of the
company, except totheextent provided in thissubsection. Nothingin thissubsection shall
prevent the director from using such information in furtherance of the director's
regulatory authority under thistitle. Thedirector may, in thedirector'sdiscretion, grant
access to such information to public officers having jurisdiction over the regulation of
insurancein any other stateor country, or tolaw enforcement officers of this state or any
other state or agency of the federal government at any time, so long as such officers
receiving the information agree in writing to hold it in a manner consistent with this
section.

379.1316. 1. The license of a captive insurance company may be suspended or
revoked by thedirector for any of the following reasons:

(1) Insolvency or impairment of capital or surplus,

(2) Failureto meet therequirements of section 379.1306;

(3) Refusal or failuretosubmit an annual report, asrequired by sections 379.1300
to 379.1350, or any other report or statement required by law or by lawful order of the
director;

(4) Failure to comply with the provisions of its own charter, bylaws, or other
organizational document;

(5) Failureto submit to or pay the cost of examination or any legal obligation
relative thereto, asrequired by sections 379.1300 to 379.1350;

(6) Use of methods that, although not otherwise specifically prohibited by law,
neverthelessrender itsoperation detrimental or its condition unsound with respect to the
public or toits policyholders; or

(7) Failureotherwiseto comply with the laws of this state.

2. Notwithstanding any other provision of sections 379.1300 to 379.1350, if the
director finds upon examination, hearing, or other evidence that any captive insurance
company has violated any provision of subsection 1 of this section, the director may
suspend or revoke such company'slicenseif thedirector deemsit in thebest interest of the
public and the policyholders of such captiveinsurance company.
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379.1318. 1. Association captive insurance companies shall comply with the
investment requirements contained in chapter 375, RSMo, and sections 379.080 and
379.082, as applicable. Investments of association captive insurance companies shall be
valued in accordancewith thevaluation procedur esestablished by theNational Association
of Insurance Commissioner sfor insurancecompanies, except totheextent it isinconsistent
with accounting standards in use by the company and approved by the director.
Notwithstanding any other provision of sections 379.1300 to 379.1350, the director may
approvethe use of alternativereliable methods of valuation and rating.

2. No pure captive insurance company or industrial insured captive insurance
company shall besubject toany restrictionson allowableinvestmentswhatever, including
those limitations contained in sections 379.080 and 379.082; provided, however, that the
director may prohibit or limit any investment that threatens the solvency or liquidity of
any such company.

3. No purecaptiveinsurance company shall makealoan to or an investment in its
parent company or affiliateswithout prior written approval of thedirector, and any such
loan or investment shall be evidenced by documentation approved by the director.

379.1320. 1. Any captiveinsurance company may providereinsurance, comprised
in section 376.010, RSM o, and subsection 1 of section 379.010, on risks ceded by any other
insurer.

2. Any captiveinsurance company may take credit for thereinsurance of risksor
portions of risks ceded to reinsurers complying with the provisions of section 375.346,
RSMo. Prior approval of thedirector shall berequired for ceding or taking credit for the
reinsurance of risks or portions of risks ceded to reinsurers or under reinsurance
agreementsnot complying with section 375.246, RSM o, except for businesswritten by an
alien captive insurance company outside of the United States.

3. In addition to reinsurers authorized under the provisions of section 375.246,
RSMo, a captive insurance company may take credit for the reinsurance of risks or
portionsof risks ceded to a pool, exchange, or association acting asareinsurer which has
been authorized by thedirector. Thedirector may requireany other documents, financial
information, or other evidence that such a pool, exchange, or association will be ableto
provide adequate security for its financial obligations. The director may deny
authorization or impose any limitations on the activities of a reinsurance pool, exchange,
or association that, in the director's judgment, are necessary and proper to provide
adequate security for the ceding captive insurance company and for the protection and
consequent benefit of the public at large.
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4. For all purposes of sections 379.1300 to 379.1350, insurance by a captive
insurance company of any workers compensation qualified self-insured plan of itsparent
and affiliates shall be deemed to be reinsurance.

379.1322. No captive insurance company shall be required to join a rating
organization.

379.1324. No captive insurance company shall be permitted to join or contribute
financially to any plan, pool, association, or guaranty, or insolvency fund in thisstate, nor
shall any such captive insurance company or any insured or affiliate ther eof receive any
benefit from any such plan, pool, association, or guaranty, or insolvency fund for claims
arising out of the operations of such captive insurance company.

379.1326. 1. Each captiveinsurance company shall pay tothedirector of revenue,
on or before May first of each year, a tax at the rate of thirty-eight-hundredths of one
per cent on thefir st twenty million dollar sand two hundr ed eighty-five-thousandthsof one
per cent on the next twenty million dollar sand nineteen-hundr edths of one percent on the
next twenty million dollars and seventy-two-thousandths of one percent on each dollar
thereafter on the direct premiums collected or contracted for on policies or contracts of
insurance written by the captive insurance company during the year ending December
thirty-first next preceding, after deductingfrom thedirect premiumssubject tothetax the
amounts paid to policyholders as return premiums which shall include dividends on
unabsorbed premiums or premium deposits returned or credited to policyholders;
provided, however, that no tax shall be due or payable asto considerations received for
annuity contracts.

2. Each captiveinsurancecompany shall pay tothedirector of revenueon or before
May first of each year atax at therateof two hundred four teen-thousandthsof oneper cent
on the first twenty million dollars of assumed reinsurance premium, and one hundred
forty-three-thousandthsof one per cent on the next twenty million dollarsand forty-eight-
thousandthsof oneper cent onthenext twenty million dollar sand twenty-four -thousandths
of oneper cent of each dollar thereafter. However, noreinsurancetax appliesto premiums
for risks or portions of risks which are subject to taxation on a direct basis under
subsection 1 of this section. No reinsurance premium tax shall be payablein connection
with the receipt of assets in exchange for the assumption of loss reserves and other
liabilities of another insurer under common owner ship and control if such transaction is
part of a plan to discontinuethe operations of such other insurer, and if theintent of the
partiestosuch transactionistorenew or maintain such businesswith thecaptiveinsurance
company.
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3. Theannual minimum aggr egatetax to be paid by a captive insurance company
calculated under subsections 1 and 2 of this section shall be seven thousand five hundred
dollars, and the annual maximum aggregate tax shall be two hundred thousand dollars.

4. Every captiveinsurance company shall, on or before February first each year,
make a return on a form provided by the director, verified by the affidavit of the
company'spresident and secretary or other authorized officers, tothedirector statingthe
amount of all direct premiums received and assumed reinsurance premiums received,
whether in cash or in notes, during the year ending on December thirty-first next
preceding. Upon receipt of such returns, thedirector of thedepartment of insurance shall
verify thesameand certify theamount of tax duefrom the various companieson thebasis
and at therate provided in subsections 1 to 3 of this section, and shall certify the sameto
the director of revenue, on or before March thirty-first of each year. The director of
revenue shall immediately thereafter notify and assess each company the amount of tax
due.

5. A captiveinsurance company failingto makereturnsasrequired by subsection
4 of thissection or failing to pay within thetimerequired all taxesassessed by thissection,
shall be subject to the provisions of sections 148.375 and 148.410, RSMo.

6. Twoor morecaptiveinsurancecompaniesunder common owner ship and contr ol
shall be taxed, asthough they were a single captive insurance company.

7. For the purposes of this section, " common owner ship and control” shall mean:

(1) In the case of stock corporations, the direct or indirect ownership of eighty
percent or mor e of the outstanding voting stock of two or more cor porations by the same
shareholder or shareholders; and

(2) Inthecaseof mutual or nonpr ofit cor por ations, thedirect or indir ect owner ship
of eighty percent or moreof the surplusand thevoting power of two or mor e cor por ations
by the same member or members.

8. Thetax provided for in thissection shall constituteall taxescollectibleunder the
laws of this state from any captive insurance company, and no other occupation tax or
other taxesshall belevied or collected from any captiveinsurance company by the stateor
any county, city, or municipality within this state, except ad valorem taxes on real and
personal property used in the production of income.

9. Thestatetreasurer shall annually transfer the premium tax revenues collected
under this section to the general revenue fund, except as provided in section 379.1332.

10. Thetax provided for in this section shall be calculated on an annual basis,
notwithstanding policiesor contractsof insurance or contractsof reinsuranceissued on a
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multiyear basis. In the case of multiyear policies or contracts, the premium shall be
prorated for purposes of determining thetax under this section.

379.1328. Thedirector may promulgate rules under section 374.045, RSMo, and
from time to time amend such rules relating to captive insurance companies as are
necessary to enable the director to carry out the provisions of sections 379.1300 to
379.1350.

379.1330. No provisions of the insurance laws of this state, other than those
contained in sections 379.1300 to 379.1350 or contained in specific r eferences contained
therein, shall apply to captive insurance companies.

379.1332. 1. (1) Theinsurancededicated fund under section 374.150, RSM o, shall
beadequately funded thr ough the collection of feesand taxesfor the purpose of providing
the financial means for the director of insurance to administer sections 379.1300 to
379.1350and for reasonableexpensesincurred in promotingthecaptiveinsuranceindustry
in Missouri. All feesand assessmentsreceived by the department for the administration
of sections 379.1300 to 379.1350 shall be paid into the fund. In addition, the transfer of
twenty percent of the premium tax under section 375.1014, RSMo, shall be madeto the
insurance dedicated fund until two hundred thousand dollars has been transferred.
Thereafter, up to ten percent of the premium tax under section 379.1326 may be
transferred totheinsurancededicated fund for the administration of sections 379.1300to
379.1350, and up to two percent of the premium tax under section 379.1326 may be
transferred to the department of economic development, with approval of the
commissioner of administration, for promotional expenses. All fees received by the
department fromreinsurerswhoassumerisk solely from captiveinsurancecompaniesand
are subject to the provisions of section 375.246, RSMo, shall be deposited into the
insurance dedicated fund.

(2) All paymentsfrom the insurance dedicated fund for the maintenance of staff
and expensesassociated with theadministration of sections379.1300t0379.1350, including
contractual services as necessary, shall be disbursed from the state treasury only upon
warrantsissued by thedirector, after receipt of proper documentation regar ding services
rendered and expensesincurred.

2. Thedirector may anticipatereceiptstotheinsurancededicated fund through the
administration of sections 379.1300 to 379.1350 and issue warrants based thereon.

379.1336. Except asotherwiseprovided in sections 379.1300to 379.1350, theterms
and conditions set forth in sections 375.1150 to 375.1246, RSM o, pertaining to insurance
reor ganizations, receiverships and injunctions shall apply in full to captive insurance
companiesformed or licensed under sections 379.1300 to 379.1350.
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379.1338. The director may promulgate rules under section 374.045, RSMo,
establishing standards to ensure that a parent or affiliated company is able to exercise
control of the risk management function of any controlled unaffiliated business to be
insured by the pure captive insurance company; provided, however, that, until such time
asrulesunder thissection areadopted, thedirector may approvethecoverageof suchrisks
by a pure captive insurance company.

379.1340. 1. A branch captive may be established in thisstate in accordance with
the provisions of sections 379.1300 to 379.1350 to write in this state only insurance or
reinsurance of the employee benefit business of itsparent and affiliated companies which
is subject to the provisions of the federal Employee Retirement Income Security Act of
1974, asamended. In addition tothe general provisions of sections 379.1300 to 379.1350,
the provisions of sections 379.1340 to 379.1350 shall apply to branch captive insurance
companies.

2. No branch captive insurance company shall do any insurance businessin this
state unless it maintainsthe principal place of business for its branch operationsin this
state.

379.1342. In the case of a branch captive insurance company, as security for the
payment of liabilitiesattributabletothebranch operations, thedirector shall requirethat
a trust fund, funded by an irrevocable letter of credit or other acceptable asset, be
established and maintained in the United States for the benefit of United States
policyholders and United States ceding insurers under insurance policies issued or
reinsurancecontractsissued or assumed by thebranch captiveinsurancecompany through
itsbranch operations. The amount of such security shall be no lessthan the amount set
forth in subdivision (1) of subsection 1 of section 379.1306 and the reserves on such
insurance policies or such reinsurance contracts, including reserves for losses, allocated
loss adjustment expenses, incurred but not reported losses, and unear ned premiumswith
regardtobusinesswritten through thebranch operations; provided, however, thedirector
may permit a branch captiveinsurance company that isrequired to post security for loss
reserves on branch business by its reinsurer to reduce the funds in the trust account
required by this section by the same amount so long as the security remains posted with
thereinsurer. If theform of security selected isa letter of credit, theletter of credit shall
be established by or issued or confirmed by a bank chartered in this state or a member
bank of the Federal Reserve System.

379.1344. Inthe case of a captiveinsurance company licensed asa branch captive,
thealien captiveinsurance company shall petition thedirector toissueacertificate setting
forth the director's finding that, after considering the character, reputation, financial
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responsibility, insurance experience, and business qualifications of the officers and
directors of the alien captive insurance company, the licensing and maintenance of the
branch operationswill promotethegeneral good of thestate. Thealien captiveinsurance
company may register to do businessin thisstate after the director's certificate isissued.

379.1346. Prior to March first of each year, or with the approval of the director
within sixty days after itsfiscal year end, a branch captive insurance company shall file
with thedirector a copy of all reportsand statementsrequired to befiled under the laws
of thejurisdiction in which thealien captiveinsurancecompany isfor med, verified by oath
of two of itsexecutiveofficers. If thedirector issatisfied that theannual report filed by the
alien captive insurance company in its domiciliary jurisdiction provides adequate
information concer ningthefinancial condition of thealien captiveinsurancecompany, the
director may waive the requirement for completion of the captive annual statement for
businesswritten in the alien jurisdiction.

379.1348. 1. Theexamination of abranch captiveinsurancecompany under section
379.1314 shall be of branch business and branch operations only, so long as the branch
captive insurance company providesannually to the director a certificate of compliance,
or itsequivalent, issued by or filed with thelicensing authority of thejurisdiction in which
the branch captive insurance company is formed, and demonstrates to the director's
satisfaction that it is operating in sound financial condition in accordance with all
applicable laws and regulations of such jurisdiction.

2. Asa condition of licensure, the alien captive insurance company shall grant
authority to the director for examination of the affairs of the alien captive insurance
company in thejurisdiction in which the alien captive insurance company is formed.

379.1350. In thecaseof abranch captiveinsurance company, thetax provided for
in section 379.1326 shall apply only to the branch business of such company.
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