N O O~ WDN

00 NO O WNDN

FIRST REGULAR SESSION
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 238

94TH GENERAL ASSEMBLY

Reported from the Committeeon Insurance Policy March 5, 2007 with recommendati on that House Committee Substitutefor House
Bill No. 238 Do Pass. Referred to the Committee on Rules pursuant to Rule 25(21)(f).

D. ADAM CRUMBLISS, Chief Clerk
0057L.05C

AN ACT

To amend chapter 379, RSMo, by adding thereto fifty new sectionsrelating to the regul ation of
captive insurance companies.

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

Section A. Chapter 379, RSMo, is amended by adding thereto fifty 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, 379.1350,
379.1351, 379.1353, 379.1356, 379.1359, 379.1361, 379.1364, 379.1367, 379.1370, 379.1373,
379.1376, 379.1379, 379.1382, 379.1385, 379.1388, 379.1391, 379.1394, 379.1397, 379.1400,
379.1403, 379.1406, 379.1409, 379.1412, 379.1415, 379.1418, and 379.1421, toread asfol lows:

379.1300. Asused in sections379.1300t0 379.1350, thefollowing ter msshall mean:

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

(2) " Alien captive insurance 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 standardsin a form acceptable to the
director on companiestransacting the business of insurancein such jurisdiction;

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

(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 itsdlf,
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 captiveinsurance 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 pure captiveinsurance 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-insureditsworkers compensation risksin accor dancewith applicablestate
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or federal law, insurancein excessof aspecified per-incident or aggr egatelimit established
by the director;

(13) "Industrial insured", an insured:

(&) 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 belongs to an association;

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

(18) " Parent", acorporation, limited liability company, partner ship, 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 por ation; 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 pure captiveinsurance company shall insure any risks other than those of
its parent and affiliated companiesor controlled unaffiliated business;
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(2) No association captive insurance company shall insure any risks other than
those of the member organizations of its association and their affiliated companies;

(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 reinsurewor kers compensation of a qualified self-
insured plan of its parent and affiliated companies; provided thisact shall not divest the
divison of workers compensation of any jurisdiction authorized by law over workers
compensation self-insured plans;

(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 375.1105, 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 officeof thecaptiveinsurancecompany, 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:
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(@) 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

(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. In the event 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;

(c) Theoverall soundnessof itsplan of operation;

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

(e) Such other factor sdeemed relevant by thedirector in ascertaining whether the
proposed captive insurance company will be able to meet its policy obligations.

(3) Information submitted under thissubsection shall be and 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:

(a) Such information may be discoverableby aparty in a civil 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 isunavailablefrom other nonconfidential sour ces; 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 writingtomaintain the confidentiality of such
information; and
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b. The laws of the state in which such public official serves require such
information to be and to remain confidential; and

(c) Thedirector may discloseinfor mation tothedirector of thedivision of workers
compensation regarding any captive insurance company issuing excess workers
compensation insurance provided that the director of the divison of workers
compensation agrees in writing to maintain the confidentiality of such information
provided by thedirector.

(4) Each captiveinsurance company shall pay to thedirector a nonrefundablefee
of seven thousand five hundred dollars for examining, investigating, and processing its
application for license, and the director is authorized to retain legal, financial, and
examination services from outside the department, the reasonable cost of which may be
charged against the applicant. Theprovisions of sections 374.160 to 374.162 and sections
374.202 to 374.207, RSMo, shall apply to examinations, investigations, and processing
conducted under theauthority of thissection. In addition, each captiveinsurancecompany
shall pay alicensefeefor renewal for each year thereafter of seven thousand fivehundred
dollars. Each captive insurance company may deduct the license and renewal fee paid
from the premium taxes payable under section 379.1326.

(5) If thedirector issatisfied that the documentsand statementsthat such captive
insurance company hasfiled comply with the provisions of sections 379.1300 to 379.1350,
thedirector may grant alicense authorizingit to doinsurance 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 a purecaptiveinsurancecompany, 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) Inthecase of 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.
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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 the prior 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, RSM o, a captive insurance
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 nonpr ofit
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:

(1) 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 as a manager-managed limited liability company.

3. A captiveinsurance company incorporated or organized in this state shall have
not lessthan threeincorporatorsor three organizers 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, theincorporatorsshall petition the director toissuea certificate
settingforth thedirector'sfindingthat theestablishment and maintenanceof theproposed
cor poration will promote the general good of the state. In arriving at such afinding the
director shall consider:

(a) Thecharacter, reputation, financial standingand pur posesof theincor por ators;

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

(c) Such other aspectsasthedirector shall deem advisable.
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Thearticlesof incor poration, such certificate, and theor ganization feeshall betransmitted
tothesecretary of state, who shall thereupon record both thearticlesof 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 forth in paragraphs(a) to(c) of subdivision
(2) of thissubsection.

5. Thecapital stock of acaptiveinsurancecompany incor por ated asastock insurer
may be authorized with no par value.

6. In the 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 be a
resident of this state.

7. Other than captiveinsurance companiesformed 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
379.1300to 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. The provisions of section 375.355, RSMo, sections 379.980 to 379.988, and
chapter 382, RSMo, pertaining to mergers, consolidations, conver sions, mutualizations,
redomestications, and mutual holding companiesshall apply in deter miningtheprocedures
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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 categor ies of
transactions. If anoticeof publichearingisrequired, but no onerequestsa hearing, then
the director may cancel the hearing;

(2) Analien insurer may be a party to a merger authorized under this subsection,
if approved by the director.

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
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 captiveinsurance 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 accountingprinciples, 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 fileitsreportin the
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 filing therequired 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 threeyear sand whenever thedirector determines
it to be prudent, thedirector shall personally, or by some competent per son appointed by
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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 compr ehensive annual audit during such period of a scope satisfactory to the
director by independent auditorsapproved by thedirector. The expensesand char ges of
the examination 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.

2. Theprovisionsof sections374.202t0 374.207, RSM o, shall apply to examinations
conducted under this section.

3. All examination reports, preliminary examination reports or 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 are confidential and are not subject to subpoena and shall not be made public
by thedirector or an employee or agent of the director without thewritten consent of the
company, except totheextent provided in thissubsection. Nothing in 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 to law enforcement officersof thisstateor 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. Thelicense 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;
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(6) Use of methods that, although not otherwise specifically prohibited by law,
neverthelessrender itsoperation detrimental or itscondition 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 captive insurance company.

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 captiveinsurancecompany 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 375.246,
RSMo.

3. 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.

4. 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
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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 able to
provide adequate security for its financial obligations. The director may deny
authorization or impose any limitations on the activities of areinsurance 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.

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 thereof 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 premium tax at therate of thirty-eight-hundredths
of onepercent on thefir st twenty million dollar sand two hundr ed eighty-five-thousandths
of one percent on the next twenty million dollarsand nineteen-hundr edths of one per cent
on the next twenty million dollars and seventy-two-thousandths of one percent on each
dollar thereafter onthedirect premiumscollected or contracted for on policiesor contracts
of insurancewritten by the captiveinsurance company during theyear ending December
thirty-first next preceding, after deducting from 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 a premium tax at therate of two hundred fourteen-thousandths of
one per cent on thefirst twenty million dollars of assumed reinsurance premium, and one
hundred forty-three-thousandths of one percent on the next twenty million dollars and
forty-eight-thousandthsof oneper cent on thenext twenty million dollar sand twenty-four -
thousandths of one percent of each dollar thereafter. However, no reinsurance premium
tax appliesto premiumsfor risksor portions of risks which are subject to taxation on a
direct basis under subsection 1 of this section. No reinsurance premium tax shall be
payable in connection with the receipt of assets in exchange for the assumption of loss
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reserves and other liabilities of another insurer under common owner ship and control if
such transaction ispart of a plan to discontinue the oper ations of such other insurer, and
if theintent of the partiesto such transaction isto renew or maintain such business with
the captive insurance company.

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 aggr egate tax shall be two hundred thousand dollars.

4. Every captive insurance 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 failing to 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 thissection, " 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 mor e cor por ations 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 mor e of the sur plusand the voting 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.
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9. The statetreasurer 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 insuranceor contractsof reinsuranceissued on a
multi-year basis. In the case of multi-year policies or contracts, the premium shall be
prorated for purposes of determining thetax under this section.

11. A captiveinsurance company may deduct from premium taxes payabletothis
state, in addition to all other creditsallowed by law, licensefees and renewal fees payable
under section 379.1302. A deduction for feeswhich exceedsacaptiveinsurancecompany's
premium tax liability for the same year shall not be refundable, but may be carried
forward to any subsequent tax year, not to exceed five years, until the full deduction is
claimed.

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 references contained
therein, shall apply to captive insurance companies.

379.1332. 1. (1) Theinsurancededicated fund under section 374.150, RSM o, shall
beadequately funded through the collection of feesand taxesfor the purposeof 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 made to 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 totheinsurance dedicated fund for the administration of sections379.1300to
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 from reinsur er swhoassumerisk solely from captiveinsur ancecompaniesand
are subject to the provisions of section 375.246, RSMo, shall be deposited into the
insurance dedicated fund.
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(2) All paymentsfrom theinsurance dedicated fund for the maintenance of staff
and expensesassociated with theadministration of sections379.1300t0 379.1350, 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 throughthe
administration of sections 379.1300 to 379.1350 and issue warrants based thereon.

379.1336. Except asotherwiseprovided in sections379.1300to 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
companies formed or licensed under sections 379.1300 to 379.1350.

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 pur e captiveinsurance company; provided, however, that, until such time
asrulesunder thissection areadopted, thedirector may approvethecover ageof such risks
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. In addition to the 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 maintains the 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 liabilitiesattributableto thebranch 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
its branch 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
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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 asthe security remains posted with
thereinsurer. If theform of security selected isaletter 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
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 promotethe general 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 reports and 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 provides annually 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.

379.1351. Nothingin thisact shall subject or be deemed to subject an alien captive
insurance company to licensure or other regulation in this state by virtue of the fact that
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such alien captive insurance company insures or reinsures risks or portions of risks
resident in this state.

379.1353. Asused in sections379.1353t0 379.1421, thefollowing termsshall mean:

(2) " Affiliate" , acompany that controls, iscontrolled by or under common control
with the special purposelife reinsurance captive” SPLRC" asdefined in this section;

(2) "Affiliated agreements’, written agreements, including an SPLRC contract,
between an SPLRC and its affiliate;

(3) " Ceded reinsurance agreements’, reinsurance agr eementsentered into by the
SPL RC with affiliatesor unaffiliated partiesfor the purpose of obtaining reinsurancefor
all or some portion of therisks assumed by the SPLRC under SPLRC contracts;

(4) "Ceding company", the insurer ceding business to the SPLRC under the
SPL RC contact;

(5) "Department”, the Missouri department of insurance, financial and
professional regulation;

(6) " Director”, thedirector of theMissouri department of insurance, financial and
profession regulation or itssuccessor agency or hisor her designee;

(7) " Financial guaranteepolicy” , afinancial guarantee policy issued by an insurer
licensed to issue financial guarantee insurance policies by the director;

(8) " Lettersof credit", clean, irrevocable, ever green letter sof credit issued meeting
the requirements of subdivision (2) of section 375.246, RSMo, and regulations issued
thereunder that areissued or confirmed by a qualified United Statesfinancial institution
or guaranteed by a financial guarantee insurance company authorized to issue financial
guarantee insurance policiesin the state of Missouri;

(9) "Organizational documents', means the SPLRC's articles of organization,
bylaws, oper ating agr eement or other foundational document that establishesthe SPLRC
asalegal entity or prescribesits existence;

(10) " Permitted investments', investments as authorized by sections 376.291 to
376.307, RSMo, or as specifically authorized by the director by order;

(11) "Rule", arulepromulgated by the director in accordance with theauthority
granted by section 379.1421,

(12) "SPLRC" or "gpecial purpose life insurance captive", a captive insurance
company that hasreceived a license from the director for thelimited purposes provided
for in sections 379.1353 to 379.1421;

(13) "SPLRC contract", a written contract between the SPLRC and the ceding
company under which the SPLRC agreesto providereinsurance protection to the ceding
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company for risksassociated with the ceding company'swritten or assumed annuity, life
insurance or accident and health insurance business;

(14) " State", the state of Missouri;

(15) " Surety bond", a surety bond issued by an insurer licensed to issue surety
bonds by thedirector;

(16) " Surplus note", an unsecured subordinated debt obligation, including any
contingent obligation for therepayment of a sum of money upon awritten agreement that
the loan or advance with interest shall be repaid only out of funds as specified in the
approved plan of operation, or any approved amendment ther eto;

(17) " Swap agreements’, an agreement to exchange or to net payments at one or
mor e times based on the actual or expected price, level, performance or value of one or
mor e underlying interests.

379.1356. Noprovision of theMissouri insurancelaws, other than those specifically
referenced in sections 379.1353 to 379.1421 apply to a SPLRC, its operations, assets,
investments and SPLRC contracts. In the event of a conflict between a provision of the
Missouri insurance laws and sections 379.1353 to 379.1421, the provisions of sections
379.1353 t0 379.1421 shall control asto the SPLRC and its operations, assets, dividends,
SPL RC contracts, and sur plusnotesand investments. Thedirector may exempt all, or any
one, SPLRC by ruleor order from the provisions of sections 379.1353 to 379.1421 that he
or shedeterminestobeinappropriate, but may not expand theapplication of theMissouri
insurance laws, except as specifically provided for in sections 379.1353 to 379.1421.

379.1359. 1. A SPLRC, when permitted by its organizational documents, may
apply to the director for a license to conduct reinsurance in this state as authorized by
sections 379.1353 to 379.1421.

2. A SPLRC may only reinsure therisks of its ceding company. A SPLRC may
reinsure risks of more than one ceding company, provided all ceding companies from
which a SPLRC assumesrisks shall be affiliated with one another.

3. A SPLRC may cedeall or aportion of itsassumed risksunder ceded reinsurance
agreements.

4. A SPLRC may mitigateitsrisksby purchasing or participating in hedges such
as credit default swaps and total return swaps.

5. Totransact businessin thisstate, a SPLRC shall:

(1) Obtain from the director a license authorizing it to conduct reinsurance
businessin this state;

(2) Hold at least one meeting of itsboard of directorseach year within the state of
Missouri;
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(3) Maintain itsprincipal place of businessin Missouri;

(4) Appoint aresident register ed agent to accept serviceof processand tootherwise
act on itsbehalf in this state;

(5) Maintain a minimum surplus in this state, in cash, in the amount of two-
hundred and fifty-thousand dollars;

(6) Pay all applicable feesasrequired by sections 379.1353 to 379.1421.

6. To obtain alicenseto transact business asa SPLRC in this state, the SPLRC
shall:

(1) Filean application which must include the following:

(a) Certified copiesof itsorganizational documents;

(b) A statement under oath from any of the applicant's officersasto the financial
condition of the applicant as of thetime the application isfiled;

(c) Evidence of the applicant’'s assets as of the time of the application;

(d) Completebiographical sketchesfor each officer and director on formscreated
by the National Association of I nsurance Commissioners,

(e) A plan of operation asdescribed in section 379.1361,;

(f) An affidavit signed by the applicant that the SPLRC will operate only in
accor dance with the provisions of sections 379.1353 to 379.1421 and its plan of operation;

(9) A description of theinvestment strategy the SPLRC will follow;

(h) A description of the source and form of theinitial minimum capital proposed
in the plan of operation;

(2) Demonstrate that the minimum surplus described in subdivision (5) of
subsection 5 of this section is established and held in this state;

(3) Provide copies of any filings made by the ceding company with the ceding
company'sdomiciliary insuranceregulator to obtain approval for the ceding company to
enter intothe SPL RC contract and copiesof any filingsmadeby any affiliate of the SPLRC
to obtain regulatory approval to contribute capital to the SPLRC or to acquiredirect or
indirect ownership of the SPLRC,;

(4) Providecopiesof any lettersof approval or non-disapproval received from the
insuranceregulator respondingto any filingsfor which copieswereprovided asdescribed
in subdivision (3) of this subsection.

7. Noother requirementsshall beimposed upon the SPLRC to transact business,
except the director may require the SPLRC to reviseits plan of operation under section
379.1361 and meet all requirementsimposed by arevised plan of operation as approved
by the director thereunder.
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8. The department shall act upon a complete application within sixty days of its
filing, provided therequirementsidentified in subdivisions (2), (3) and (4) of subsection 6
of this section are met five daysprior to the end of the sixty day period. For purposes of
this subsection, an application shall be considered complete when the items listed in
subdivision (1) of subsection 6 of this section arefiled with the department. In the event
theceding company isnot required tomakefilingswith itsdomiciliary insuranceregulator
as described in subdivision (3) of subsection 6 of this section, no such filing shall be
required under subdivision (3) of subsection 6 of this section in this state, provided the
applicant providesthedirector with a certification signed by one of its officers attesting
that no such filing is required with the ceding company's domiciliary regulator.

9. Oncegranted, alicenseunder sections 379.1353 to 379.1421 shall continue until
March first of each year, at thistime it may be renewed at the discretion of the director.

10. A SPLRC shall pay to the director a non-refundable application fee of ten
thousand dollars for processing its application for a license under sections 379.1353 to
379.1421. Such feeshall bepaid at thetimetheapplication isfiled with thedirector. Each
SPLRC may take a credit for the application fee against the taxes payable under section
379.1412, notwithstanding theimposition of an annual aggregate minimum tax by section
379.1412.

11. Thedirector may retain legal, financial, actuarial, and examination services
from outside the department to review the application. The reasonable cost of such
services shall be billed to and paid by the applicant.

379.1361. A SPLRC must file, as part of its application, a plan of operation to
consist of a description of the contemplated financing transaction or transactions and a
detailed description of transaction documents to which the SPLRC will be a party,
including, but not limited to, the SPLRC contract and related transactions to which the
SPL RC will be a party which must include:

(1) Draft documentation or, at the director'sdiscretion, awritten summary of all
material agreementsto which the SPLRC isto be a party that are to be entered into to
effectuate the SPLRC contract and the financing transaction;

(2) Thepurpose of thetransaction;

(3) Maximum amounts;

(4) Interrelationships of the various transactions, to which the SPLRC will be a
party, required to effectuate the financing;

(5) Investment strategy for the SPLRC;

(6) Description of the underwriting, reporting and claims payment methods by
which losses covered by the SPLRC contract will bereported, accounted for and settled;
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(7) Initial minimum capital to be held by the SPLRC;

(8 Pro-forma balance sheet and income statementsillustrating the performance
of the SPLRC, the SPLRC contract, and any ceded reinsurance agreements under
scenariosreasonably requested by the director or specified by rule; and

(9) The pro-forma balance sheets and income statementsfiled under this section
must be updated by the SPLRC and filed with the director in the event of a material
deviation from theoriginal or most recently filed plan of operation. Theplan of operation
must specify which deviations areto be considered material.

379.1364. Each SPLRC shall pay to the director a license fee for the year of
registration of seven thousand five hundred dollars for processing its license. The
provisions of sections 374.160 to 374.162, RSM o, and sections 375.202 to 375.207, RSMo,
shall apply to examinations, investigations, and processing conducted under theauthority
of thissection. In addition, each SPL RC shall pay arenewal feefor each year thereafter
of seven thousand fivehundred dollars. Each SPLRC may takea credit for thelicenseand
renewal fees paid against the taxes payable under section 379.1412, notwithstanding the
imposition of an annual aggregate minimum tax by section 379.1412.

379.1367. 1. In order to approve an application and issue a licenseto a SPLRC
under sections 379.1353 to 379.1421, the director must find that:

(1) Theproposed plan of operation providesareasonable and expected successful
operation;

(2) Thetermsof the transactions proposed in the plan of operation to which the
SPLRC isa party comply with sections 379.1353 to 379.1421; and

(3) Thecommissioner of the state of domicile of each ceding company has notified
the director in writing or the applicant has otherwise provided assurance satisfactory to
the director that such regulator has either approved or granted a nondisapproval of the
SPL RC contract.

2. Inevaluatingtheexpectation of asuccessful operation, thedirector shall consider
whether the proposed SPLRC and its management are of known good character and
reasonably believed not to beaffiliated, directly or indir ectly, with a per son known to have
been involved with theimproper manipulation of assets, accountsor reinsurance. Inthe
event the commissioner of the state of domicile of any ceding company isnot required to
review the SPLRC contract, then the approval described in subdivision (3) of subsection
1 of this section shall not berequired for licensing of the SPLRC hereunder.

379.1370. A SPLRC may be established as either a stock corporation, a Missouri
statutory close corporation, a limited liability company or other form of organization
approved by thedirector.
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379.1373. 1. Activitiesof aSPLRC must belimited tothose necessary toaccomplish
its purpose as outlined in its plan of operation.

2. Thenamemust not bedeceptively similar toor likely tobeconfused with another
existing business nameregistered in the state.

3. The SPLRC must have at least three incorporatorsor organizers of whom not
fewer than two must be residents of the state.

4. The capital stock of a SPLRC incorporated as a stock company must be issued
at not lessthan par value.

379.1376. A SPLRC may enter into a SPLRC contract with a ceding company,
provided:

(1) TheSPLRC hasbeen granted alicensetotransact businessasan SPLRC under
sections 379.1353 to 379.1421; and

(2) The SPLRC provides the director with evidence of an approval or non-
disapproval fromtheinsuranceregulatory official of thecedingcompany'sstateor country
of domicile to enter into the SPLRC contract. If the ceding company's domiciliary
insurance regulatory official does not customarily provide evidence of such approval or
non-disapproval, the director shall approve the SPLRC's execution of such SPLRC
contract if such SPLRC contract would be acceptableif an assuminginsurer domiciled in
this state were to propose execution of the same with its ceding company for the purpose
of assuming such reinsurance and an officer of the SPLRC providesthe director with a
certification that terms of the SPLRC contract meet the requirements for the ceding
company to obtain credit in its state of domicile for reinsurance ceded under the SPLRC
contract.

379.1379. The SPLRC may enter into swap agreementsfor any purposefor which
aMissouri domesticlifeinsurer could enter into such atransaction under section 375.345,
RSMo, or when theunderlying interestsare permitted investmentsif held directly by the
SPLRC.

379.1382. 1. A SPLRC may issue securities, subject to and in accordance with
applicablelaw, itsapproved plan of operation and itsor ganizational documents. A SPLRC
may enter into and perform all itsobligationsunder any required contract tofacilitatethe
issuance of these securities.

2. Subject to the approval of thedirector, a SPLRC may:

(1) Account for the proceedsof surplusnotesassurplusand not debt for purposes
of statutory accounting; and

(2) Submit for prior approval of the director periodic written requests for
payments of interest on and repayments of principal of surplus notes.
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3. The director may approve formulas for the ongoing payment of interest
paymentsor principal repayments, or both.

4. Theobligation torepay principal or interest, or both, on the securitiesissued by
the SPLRC must reflect therisk associated with the reinsurance obligations assumed by
the SPLRC.

5. The approval given for the ongoing payment of interest or the repayment of
principal related to any securities or surplusnotes, asoutlined in the plan of operations,
may only berevoked or otherwise modified by thedirector in the event the performance
of the insurance business assumed by the SPLRC under the SPLRC contract is
demonstrated by the director to be following a scenario as to mortality, morbidity,
investment, or lapse experience that will cause the SPLRC to fail to meet its obligations
under the SPLRC contract.

379.1385. A SPLRC's assets must be managed in accordance with an investment
management agreement filed with and approved by order of thedirector.

379.1388. 1. A SPLRC may recognize as an admitted asset on its financial
statementsfiled with the director:

(1) Permitted investments;

(2) Lettersof credit issued without recourseto the SPLRC,;

(3) Financial guarantee policiesissued for the sole benefit of the ceding company
without recourse to the SPLRC by an insurer having a rating of no less than AAA by
Standard and Poor'sor lessthan Aaa by Moody's Investor Service; and

(4) Surety bondsissued for the solebenefit of the ceding company without recour se
tothe SPLRC by an insurer having arating of nolessthan AAA by Standard and Poor's
or no lessthan Aaa by Moody's I nvestors Service.

2. The assets of a SPLRC shall be valued in the same manner as the assets of a
Missouri domesticlifeinsurer. Notwithstanding the preceding, thedirector may by order
authorize a SPLRC to value one or more of its assets through an alternative method.
Lettersof credit shall bevalued at theamount availablefor drawingsby the SPLRC or its
ceding company as of the time of valuation. A financial guarantee policy shall be valued
at theamount availableto pay aggr egate claimsas of thetimeof valuation. A surety bond
shall bevalued at theamount availableto pay aggr egate claimsasof thetime of valuation.

379.1391. A SPLRC shall not:

(1) Enter into a SPLRC contract with a person that is not licensed or otherwise
authorized to transact the business of insurance or reinsurance in at least its state or
country of domicile;
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(2) Lend or otherwiseinvest or placein custody, trust or under management any
of itsassetswith, or to borrow money or receive aloan from, other than according tothe
plan of operation filed with and approved by the director.

379.1394. 1. A SPLRC may not declareor pay dividendsin any formtoitsowners
other than in accor dance with the transaction agreements.

2. Dividendsmay not decr easethecapital of the SPL RC below the minimum initial
capital requirement.

3. After givingeffect tothedividendstheassetsof the SPLRC, including assetsheld
in trust and letters of credit issued for the exclusive benefit of the SPLRC, must be
sufficient to satisfy the director that it can meet its obligations.

4. Approval of thedirector for ongoing dividends of other distributions must be
conditioned upon theretention at thetime of each payment, of capital or surplusequal to
or in excessof amountsspecified by, or deter mined in accor dancewith for mulasapproved
for the SPLRC by thedirector.

5. Dividendsmay be declared by the management of the SPL RC provided that the
dividend amount or form does not violate the provisions of sections 379.1353 to 379.1421
or jeopardizethefulfillment of the obligations of the SPLRC.

379.1397. Any material changesto a SPLRC'splan of operation shall requirethe
prior written approval of the director. However, if initially approved in the plan of
operation, the subsequent issuance of securities, additional financing, substitution of a
party to a swap transaction with a party of similar rating or the inclusion of additional
business under a SPLRC contract, shall not be considered a material change.

379.1400. Copiesof all completed affiliated agreementsto which the SPLRC isa
party, including but not limited to the SPLRC contract or contracts and any ceded
reinsurance agreements to which the SPLRC is a party must be filed with the director
within thirty days of their execution.

379.1403. 1. No later than five monthsafter thefiscal year end of the SPLRC, the
SPLRC shall filewith thedirector an audited financial report by an independent certified
public accountant of the financial statements of the SPLRC and any trust accounts
established for the benefit of the ceding company to secure reserve creditsfor the ceding
company.

2. The SPLRC shall file by March first of each year financial information using
statutory accounting principles with useful or necessary modifications or adaptations
required or approved by the director, as supplemented by additional information as
required by thedirector. Financial information must include:

(1) Income statement;
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(2) Balance sheet, and if required;

(c) A detailed listing of invested assets.

Thefiling may also include RBC calculations and other adjusted capital calculationsto
assist thedirector. The statements must be prepared on formsrequired by the director.
In addition, thedirector may requirethefiling of perfor mance assessmentsof the SPLRC
contract.

379.1406. An SPLRC must be examined by the director at least once every five
yearsand no mor e frequently than once every threeyears. In addition, the director may
also examine an SPLRC in the event of an event of insolvency. The SPLRC shall pay to
the director the expenses and costs of the examination as outlined in section 374.160,
RSMo. Neither reports, copiesof documentsobtained nor preliminary work and working
papersmay bedisclosed without the prior written consent of the SPLRC. Such materials
shall remain confidential and are not subject to subpoena. Nothing in this section shall
prevent the director from using materials created during the examination or obtained
duringtheexaminationinfurtheranceof thedirector'sregulatory authority granted under
sections 379.1353 to 379.1421. The director may grant access to materials obtained or
created during examinations conducted under this section to public officers having
jurisdiction over the regulation of insurance in another state, the federal government or
another country, including a securitiesregulatory authority, if the officersreceiving the
information agree in writing to hold such information in confidence and in a manner
consistent with this section.

379.1409. The SPLRC shall maintain itsbooksand recordsin the state and make
the same available at any time for examination by the director. Notwithstanding the
preceding, original booksand recordsmay bekept outside of the state, if aplan isadopted
by the SPLRC and approved by the director whereby copies are maintained in the state
with originals kept at another specified location. Records must be maintained for
examination purposes until authorization to destroy isreceived from the director.

379.1412. 1. Each SPLRC shall pay to the director of revenue on or before May
first of each year a premium tax at therate of two hundred fourteen thousandths of one
percent on the first twenty million dollars of assumed reinsurance premium, and one
hundred forty-three thousandths of one percent on the next twenty million dollars and
forty-eight thousandths of one per cent on the next twenty million dollar sand twenty-four
thousandths of one percent of each dollar thereafter. No reinsurance premium tax shall
be payablein connection with thereceipt of assetsin exchange for the assumption of loss
reserves and other liabilities of another insurer under common owner ship and control if
such transaction ispart of a plan to discontinue the oper ations of such other insurer, and
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if the intent of the partiesto such transaction isto renew or maintain such business with
the captive insurance company.

2. Thepremium tax imposed by subsection 1 of thissection shall constituteall taxes
collectible under the laws of this state from any SPLRC, and no other occupation tax or
other taxesshall belevied or collected from any captiveinsurancecompany 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.

3. The annual minimum aggr egate tax to be paid by a SPLRC calculated under
subsection 1 of this section shall be seven thousand five hundred dollars, and the annual
maximum aggr egate tax shall be two hundred thousand dollars.

4. A SPLRC may deduct from premium taxes payableto this state, in addition to
all other credits allowed by law, application fees payable under section 379.1359 and
license fees and renewal fees payable under section 379.1364. A deduction for feeswhich
exceedsa SPLRC'spremiumtax liability for thesametax year shall not berefundable, but
may becarried forward to any subsequent tax year, not to exceed five years, until the full
deduction is claimed.

379.1415. Information filed with the director is confidential and may not be
disclosed without the prior written consent of the SPL RC, except:

(1) Information isdiscoverablein civil litigation provided:

(& TheSPLRC isfound by the court to be a necessary party;

(b) The party seeking the information demonstrates by a clear and convincing
standard that the information sought isrelevant and necessary; and

(c) Whereit isunavailable from other nonconfidential sour ces.

(2) Thedirector may disclose the information to insurance regulatorsif:

(@ The regulator agrees in writing to maintain the confidentiality of the
information; and

(b) Thelawsof the statein which theregulator serves preserve confidentiality of
theinformation.

(3 In addition, the director may also disclose information to the Securities
Exchange Commission if:

(@) TheSEC agreesin writing to maintain the confidentiality of the information;
and

(b) TheSEC isauthorized under securitieslaw to request the information or the
director isobligated to disclose the information.
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379.1418. 1. Thedirector may apply by petition to thecircuit court for an order
authorizing the director to conserve, rehabilitate or liquidate a SPLRC domiciled in this
state on one or mor e of the following grounds:

(1) Therehasbeen embezzlement, wrongful sequestration, dissipation, or diversion
of the assets of the SPLRC,;

(2) TheSPLRC isinsolvent and the holdersof amajority in outstanding principal
amount of each class of SPLRC securities or surplus notes request or consent to
conservation, rehabilitation or liquidation under the provisions of this section.

2. Thecourt may not grant relief provided by subdivision (1) of subsection 1 of this
section unless, after noticeand ahearing, thedirector, who must havetheburden of proof,
establishes by clear and convincing evidence that relief must be granted.

3. Notwithstanding another provision in sections 379.1353 to 379.1421, rules
promulgated under sections 379.1353 to 379.1421, or another applicable provision of law
or rule, upon any order of conservation, rehabilitation, or liquidation of a SPLRC, the
receiver shall manage the assets and liabilities of the SPLRC under the provisions of
sections 379.1353 to 379.1421.

4. With respect to amounts recoverable under a SPLRC contract, the amount
recoverable by thereceiver must not bereduced or diminished asaresult of the entry of
an order of conservation, rehabilitation, or liquidation with respect totheceding company,
notwithstanding another provision in the SPLRC contract or other documentation
governing the SPLRC'stransactions.

5. Notwithstanding the provisionsof sections 379.1353 to 379.1421, an application
or petition, or atemporary restraining order or injunction issued under the provisions of
the insurance laws of a state, with respect to a ceding company, does not prohibit the
transaction of a business by a SPL RC, including any payment by a SPL RC made under
the SPLRC contract, the SPL RC'ssecuritiesor surplusnotes, or any action or proceeding
against a SPLRC or its assets.

6. Notwithstanding the provisions of any Missouri insurance law to the contrary,
the commencement of a summary proceeding or other interim proceeding commenced
beforeaformal delinquency proceedingwith respect toa SPLRC, and any or der issued by
the court does not prohibit the payment by a SPL RC made under securitiesissued by an
SPLRC or an SPLRC contract or the SPL RC from taking any action required to makethe
payment.

7. Notwithstanding the provisions of the Missouri insurance laws:

(1) A receiver of a ceding company shall not void a nonfraudulent transfer by a
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ceding company of money or other property paid or paid pursuant to a SPL RC contract;
and

(2) A receiver of a SPLRC shall not void a nonfraudulent transfer by the SPLRC
of money or other property madeto a ceding company pursuant to a SPL RC contract or
made to or for the benefit of any holder of a SPLRC security on account of the SPLRC
security.

8. With theexception of thefulfillment of theobligationsunder a SPL RC contract,
and notwithstanding another provision of sections 379.1353 to 379.1421 or other laws of
this state, the assets of a SPLRC, including assetsheld in trust, letters of credit, financial
guaranteepoliciesor surety bonds, shall not be consolidated with or included in the estate
of aceding company in any delinquency proceeding against the ceding company under the
provisionsof sections 379.1353to 379.1421 for any pur poseincluding, without limitation,
distribution to creditors of the ceding company.

9. Other than asset forth in thissection, delinquency proceedingsof a SPL RC shall
be conducted under sections 375.1150 to 375.1246, RSMo.

379.1421. The director may promulgate all rules and regulations necessary to
effectuate the purposes of sections 379.1353 to 379.1421. No regulations promulgated
under thisauthority shall affect SPLRC Contracts or other transactions approved prior
tothe effective date of such rules. Any ruleor portion of arule, asthat term isdefined in
section 536.010, RSMo, that is created under the authority delegated in this section shall
become effective only if it complieswith and is subject to all of the provisions of chapter
536, RSMo, and, if applicable, section 536.028, RSMo. This section and chapter 536,
RSMo, are nonseverableand if any of the powersvested with the general assembly under
chapter 536, RSMo, toreview, to delay theeffectivedate, or todisapproveand annul arule
are subsequently held unconstitutional, then the grant of rulemaking authority and any
rule proposed or adopted after August 28, 2007, shall beinvalid and void.
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