© 00 ~NO 01Tk WN

B
)

FIRST REGULAR SESSION
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 777

95TH GENERAL ASSEMBLY

1975L.04C D. ADAM CRUMBLISS, Chief Clerk

AN ACT

To repeal sections 303.024, 304.154, 304.155, 304.157, 374.702, 374.715, 374.740, 374.755,
375.1025, 375.1028, 375.1030, 375.1032, 375.1035, 375.1037, 375.1040, 375.1042,
375.1045, 375.1047, 375.1050, 375.1052, 375.1057, 376.428, 379.1300, 379.1302,
379.1310, 379.1326, 379.1332, 379.1373, 379.1388, and 379.1412, RSMo, and section
304.156 as enacted by senate committee substitute for house bill no. 996 and house bill
no. 1142 and house committee substitute for house bill no. 1201 and house bill no. 1489,
ninety-second general assembly, second regular session, and section 304.156 as enacted
by house substitute for senate substitute for senate committee substitute for senate bill
nos. 1233, 840 & 1043, ninety-second general assembly, second regular session, and to
enact in lieu thereof thirty-nine new sections relating to regulation of insurance, with
penalty provisions and an emergency clause for a certain section.

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

Section A. Sections 303.024, 304.154, 304.155, 304.157, 374.702, 374.715, 374.740,
374.755, 375.1025, 375.1028, 375.1030, 375.1032, 375.1035, 375.1037, 375.1040, 375.1042,
375.1045, 375.1047, 375.1050, 375.1052, 375.1057, 376.428, 379.1300, 379.1302, 379.1310,
379.1326, 379.1332, 379.1373, 379.1388, and 379.1412, RSMo, and section 304.156 asenacted
by senate committee substitute for house bill no. 996 and house bill no. 1142 and house
committee substitute for house bill no. 1201 and house bill no. 1489, ninety-second general
assembly, second regular session, and section 304.156 as enacted by house substitute for senate
substitute for senate committee substitute for senate bill nos. 1233, 840 & 1043, ninety-second
general assembly, second regular session, are repealed and thirty-nine new sections enacted in
lieu thereof, to be known as sections 303.024, 304.143, 304.144, 304.154, 304.155, 304.156,
304.157, 374.702, 374.715, 374.740, 374.755, 375.1025, 375.1028, 375.1030, 375.1032,

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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375.1035, 375.1037, 375.1038, 375.1040, 375.1042, 375.1045, 375.1047, 375.1050, 375.1052,
375.1053, 375.1054, 375.1056, 375.1057, 376.428, 376.502, 379.1300, 379.1302, 379.1310,
379.1326, 379.1332, 379.1339, 379.1373, 379.1388, and 379.1412, to read as follows:

303.024. 1. Eachinsurer issuing motor vehicleliability policiesinthis state, or an agent
of theinsurer, shall furnish an insurance identification card to the named insured for each motor
vehicleinsured by amotor vehicleliability policy that complieswith the requirementsof sections
303.010 to 303.050, 303.060, 303.140, 303.220, 303.290, 303.330 and 303.370.

2. Theinsurance identification card shall include all of the following information:

(1) Thename and address of the insurer;

(2) The name of the named insured;

(3) The policy number;

(4) The effective dates of the policy, including month, day and year;

(5) A description of the insured motor vehicle, including year and make or at least five
digits of the vehicleidentification number or theword "Fleet" if theinsurance policy coversfive
or more motor vehicles; and

(6) The statement "THIS CARD MUST BE CARRIED IN THE INSURED MOTOR
VEHICLE FOR PRODUCTION UPON DEMAND" prominently displayed on the card.

3. A new insurance identification card shall be issued when the insured motor vehicle
is changed, when an additional motor vehicle is insured, and when a new policy number is
assigned. A replacement insurance identification card shall be issued at the request of the
insured in the event of loss of the original insurance identification card.

4. The director shall furnish each self-insurer, as provided for in section 303.220, an
insuranceidentification card for each motor vehiclesoinsured. Theinsuranceidentification card
shall include all of the following information:

(1) Name of the self-insurer;

(2) Theword "self-insured"; and

(3) The statement "THIS CARD MUST BE CARRIED IN THE SELF-INSURED
MOTOR VEHICLE FOR PRODUCTION UPON DEMAND" prominently displayed on the
card.

5. Aninsurance identification card shall be carried in the insured motor vehicle at all
times. The operator of an insured motor vehicle shall exhibit the insurance identification card
on the demand of any peace officer, commercia vehicle enforcement officer or commercial
vehicleinspector who lawfully stops such operator or investigates an accident whilethat officer
or inspector is engaged in the performance of the officer's or inspector's duties. If the operator
failsto exhibit an insurance identification card, the officer or inspector shall issue a citation to
the operator for a violation of section 303.025. A motor vehicle liability insurance policy, a
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motor vehicle liability insurance binder, or receipt which contains the policy information
required in subsection 2 of this section, shall be satisfactory evidence of insurancein lieu of an
insurance identification card.

6. Any person who knowingly or intentionally produces, manufactures, sells, or
otherwise distributes a fraudulent document intended to serve as an insurance
identification card isguilty of aclassD felony. Any per son who knowingly or intentionally
possesses a fraudulent document intended to serve as an insurance identification card is
guilty of a class B misdemeanor.

304.143. 1. Notowing company or person employed by such company may solicit
business or make service calls unless such towing company has a license to operate a
wrecker or towing serviceissued by the public servicecommission under thissection. The
number of thelicenseshall beprominently displayed on both sidesof every wrecker vehicle
operated by thewrecker or towing service.

2. Each licensee shall maintain liability insurance against loss of life or injury to
persons, and damage to property of others arising out of the licensee's activities in the
amount of at least seven hundred fifty thousand dollar s, with adeductiblenot greater than
onethousand dollarsper occurrence. Theinitial feefor such license shall betwo hundred
dollars. All licensesshall expireon December thirty-fir st of each year and may beannually
renewed for arenewal fee of one hundred dollarsin the manner prescribed by the public
service commission. No licensefee shall berefunded in the event thelicenseis suspended
or revoked for aviolation of sections 304.143, 304.144, and sections 304.155 to 304.159, or
any rule promulgated thereunder.

3. The public service commission may cancel, suspend, revoke, or refuseto issue
or renew any license when it findsthe applicant or licensee hasnot complied with or has
violated any provision of sections 304.143, 304.144, and sections 304.155 to 304.159 or any
rules promulgated thereunder. A suspension or revocation shall befor a period deemed
appropriate by the public service commission based on the violation. Any canceled,
suspended, or revoked license shall be returned to the public service commission by the
operator, and such operator shall not be eligible to apply for another license until the
period of suspension or revocation haselapsed. Thepublicservicecommission shall notify
the applicant or licensee in writing of any action under this subsection and advise such
person of the right to file an appeal with the administrative hearing commission as
provided by chapter 621, RSMo.

4. If a statewide abandoned vehicle database is established, a licensee shall take
necessary stepsto have online access to such database and shall be required to use such
database in accordance with sections 304.155 and 304.157.
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5. All fees collected under this section shall be sent to the director of revenue for
deposit in the state treasury in the " Wrecker License Administration Fund”, which is
hereby created. The statetreasurer shall be custodian of the fund. In accordance with
sections 30.170 and 30.180, RSM o, the state treasur er may approve disbursements. Upon
appropriation, money in the fund shall be used solely for the administration of sections
304.143, 304.144, and sections 304.155 to 304.159. Notwithstanding the provisions of
section 33.080, RSM o, to the contrary, any moneysremainingin thefund at theend of the
biennium shall not revert to the credit of the general revenue fund. The state treasurer
shall invest moneys in the fund in the same manner as other funds are invested. Any
interest and moneys earned on such investments shall be credited to the fund.

6. The public service commission may promulgate rules to administer the
provisions of sections 304.143 and 304.144. Any rule or portion of arule, asthat termis
defined in section 536.010, RSMo, that is created under the authority delegated in this
section shall become effectiveonly if it complieswith and issubject to all of the provisions
of chapter 536, RSM o, and, if applicable, section 536.028, RSMo. Thissection and chapter
536, RSM o, are nonseverable and if any of the power s vested with the general assembly
pursuant to chapter 536, RSM o, toreview, to delay the effectivedate, or to disapproveand
annul a rule are subsequently held unconstitutional, then the grant of rulemaking
authority and any rule proposed or adopted after August 28, 2009, shall be invalid and
void.

304.144. 1. Except as provided in sections 304.155 to 304.157, a licensee under
section 304.143 shall not tow a damaged or disabled vehiclewithout specific authorization
from the vehicle owner or operator after making the disclosures prescribed in this
subsection. Every licensee shall, before towing such a damaged or disabled vehicle, give
to the vehicle owner or operator awritten disclosure providing:

(1) Theformal business name of the licensee, as registered with the secretary of
state, and its business addr ess and telephone number;

(2) The addresswherethe vehiclewill belocated;

(3 The cost of all relocation, storage, and any other fees that the licensee will
chargefor itsservices, and

(4) Anitemized description of the vehicle owner'sor operator'srightsasfollows:

" Asa customer, you have thefollowing rightsunder Missouri law:

(1) Thiswritten disclosure must be provided to you before your vehicleis
towed, providingthebusinessnameand addr ess, telephonenumber, and the
location wher e the vehicle will be towed;

(2) Beforetowing, you must be advised of the chargesfor all services;
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(3) Upon your demand, afinal invoiceitemizing all charges, aswell asany
damagetothevehicleupon itsreceipt and return to you, must be provided;
(4) Upon your demand, your vehicle must be returned during business
hours upon your prompt payment of all reasonable fees; and

(5) Upon your demand, you must beprovided with proof of the existence of
mandatory insurance insuring against all risks associated with the
transportation and storage of your vehicle.".

Thelicensee shall maintain an identical copy of the completed disclosurein itsrecordsfor
at least fiveyear safter conclusion of thetransaction. If thevehicleowner isincapacitated,
incompetent, or isotherwiseunabletoknowingly accept receipt of thedisclosuredescribed
in this subsection, the licensee shall provide a completed copy of the disclosure to an
appropriatelaw enfor cement officer and, if known, theowner'sor operator'smotor vehicle
insurancecompany. If thelicenseefailstocomply with therequirementsof thissubsection,
thelicensee shall be prohibited from seeking any compensation from the vehicle owner or
operator, including but not limited to any towing, storage, or other incidental feesand any
contract entered into by thelicenseeand thevehicleowner or operator shall benull, void,
and unenforceable.

2. Upon demand of the vehicle owner or operator, the licensee shall provide an
itemized final invoicethat accur ately documentsthe char gesowed by thevehicleowner or
operator for towingand stor ageof thedamaged or disabled vehicle. Thefinal invoiceshall
contain the formal business name of the licensee, its business address and telephone
number, the date of the invoice, the odometer reading at the time the final invoice was
prepared, the name of the vehicle owner or operator, and the description of the vehicle,
including the motor vehicleidentification number. In addition, theinvoice shall describe
any modificationsmadetothevehicleby thelicensee, any obser vabledamagetothevehicle
uponitsinitial receipt by thelicensee, and any obser vabledamagetothevehicleat thetime
of itsrelease to the vehicle owner or operator. Theinvoice shall itemize any additional
chargesand includethose chargesin thetotal presented to thevehicle owner or operator.
A legible copy of the invoice shall be given to the vehicle owner or operator, and a copy
shall beretained by the licensee for at least five years from the date of the release of the
vehicle. The copy may beretained in electronic format and may be stored at a separate
location.

3. Every licensee's storage facility wher e damaged or disabled vehiclesare stored
shall have posted in a prominent place on the premises one or moresigns, readily visible
to customers, in the following form:
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53 "YOUR CUSTOMER RIGHTS
54 YOU ARE ENTITLED BY LAW TO:
55 1. BEFORE TOWING, BE PROVIDED A WRITTEN DISCLOSURE
56 STATING THE NAME OF THE TOWING AND STORAGE SERVICE,
57 ITS BUSINESS ADDRESS AND TELEPHONE NUMBER, AND THE
58 ADDRESSWHERE THE VEHICLE ISTO BE TOWED;
59 2. BEFORE TOWING, DISCLOSURE OF ALL CHARGES FOR THE
60 TOWING AND STORAGE OF YOUR VEHICLE;

61 3. UPON DEMAND FORTHE RETURN OF YOUR VEHICLE, A FINAL
62 INVOICEITEMIZING ALL CHARGESFORTOWING, STORAGE,AND
63 OTHER SERVICES PROVIDED, AS WELL AS ANY DAMAGE
64 IDENTIFIED TO THE VEHICLE AT THE TIME IT WASTAKEN BY
65 THE TOWING AND STORAGE FACILITY, AS WELL AS ANY
66 DAMAGE TO THE VEHICLE IDENTIFIED UPON ITSRELEASE TO
67 YOU,

68 4. THE RETURN OF YOUR VEHICLE, UPON YOUR DEMAND FOR
69 ITS RETURN DURING NORMAL BUSINESS HOURS AND YOUR
70 PROMPT PAYMENT OF ALL REASONABLE FEES; AND

71 5. UPON YOUR DEMAND, PROOF OF INSURANCE WHICH THE
72 LICENSEE MUST MAINTAIN TO INSURE AGAINST RISK OF
73 DAMAGE TO YOUR VEHICLE IN TRANSIT AND WHILE IN
74 STORAGE.

75

76 IFTHELICENSEEHASCOMPLIEDWITH THEABOVERIGHTS, YOU ARE
77 REQUIRED, BEFORE TAKING THE VEHICLE FROM THE PREMISES, TO
78 PAY FOR THE SERVICESPROVIDED BY THE LICENSEE.".

79

80 Thefirst lineof each sign shall bein lettersnot lessthan oneand one-half inchesin height
81 and theremaining linesshall bein lettersnot less than one-half inch in height.

82 4. Any vehicleused in connection with any licensee' sservicesshall carry acertified
83 copy of thelicense. Copiesmay be photographed, photocopied, or reproduced or printed
84 Dby any other legible means or process.

85 5. Licenseesengaged in thetowing or storage of damaged or disabled vehiclesshall
86 be prohibited from including a clausein a contract purporting to waive or limit liability
87 under any cause of action available to the vehicle owner or operator or requiring the
88 vehicle owner or operator to sign or agreeto any document purporting to waiveor limit
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such liability. Any contract, release, or other document purporting to waive or limit the
licensee'sliability under any causeof action availabletothevehicleowner or operator shall
be deemed null, void, and unenfor ceable.

304.154. 1. Beginning January 1, 2005, a towing company operating a tow truck
pursuant to the authority granted in section 304.155 or 304.157 shall:

(1) Have and occupy a verifiable business address;

(2) Haveafenced, secure, and lighted storage lot or an enclosed, secure building for the
storage of motor vehicles;

(3) Beavailabletwenty-four hoursaday, seven daysaweek. Availability shall mean that
an employee of the towing company or an answering service answered by a person is able to
respond to atow request;

(4) Maintain avalid insurance policy issued by an insurer authorized to do businessin
this state, or abond or other acceptable surety providing coverage for the death of, or injury to,
persons and damage to property for each accident or occurrence in the amount of at least [five
hundred] seven hundred fifty thousand dollars per incident;

(5) Provideworkers compensation insurance for all employees of the towing company
if required by chapter 287, RSMo; and

(6) Maintain current motor vehicle registrations on all tow trucks currently operated
within the towing company fleet.

2. Counties may adopt ordinanceswith respect to towing company standardsin addition
to the minimum standards contained in this section. A towing company located in a county of
the second, third, and fourth classification is exempt from the provisions of subdivision (3) of
subsection 1 of this section.

304.155. 1. Any law enforcement officer within the officer'sjurisdiction, or an officer
of agovernment agency where that agency'sreal property is concerned, may authorize atowing
company licensed under section 304.143 to remove to a place of safety:

(1) Any abandoned property on the right-of-way of:

(a) Anyinterstatehighway or freeway inan urbanized area, | eft unattended for ten hours,
or immediately if alaw enforcement officer determines that the abandoned property isa serious
hazard to other motorists, provided that commercial motor vehicles not hauling materials
designated as hazardous under 49 U.S.C. 5103(a) may only be removed under this subdivision
to a place of safety until the owner or owner's representative has had a reasonabl e opportunity
to contact a towing company of choice;

(b) Any interstate highway or freeway outside of an urbanized area, left unattended for
forty-eight hours, or after four hoursif alaw enforcement officer determinesthat the abandoned
property is a serious hazard to other motorists, provided that commercial motor vehicles not
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hauling material s designated as hazardous under 49 U.S.C. 5103(a) may only be removed under
this subdivision to a place of safety until the owner or owner's representative has had a
reasonabl e opportunity to contact a towing company of choice;

(c) Any state highway other than an interstate highway or freeway in an urbanized area,
|eft unattended for more than ten hours; or

(d) Any state highway other than an interstate highway or freeway outside of an
urbanized area, | eft unattended for morethan forty-eight hours; provided that commercia motor
vehicles not hauling waste designated as hazardous under 49 U.S.C. 5103(a) may only be
removed under this subdivision to aplace of safety until the owner or owner'srepresentative has
had a reasonabl e opportunity to contact a towing company of choice;

(2) Any unattended abandoned property illegally left standing upon any highway or
bridgeif the abandoned property isleft in aposition or under such circumstances as to obstruct
thenormal movement of traffic wherethereisno reasonabl e indication that the person in control
of the property is arranging for itsimmediate control or removal;

(3) Any abandoned property which has been abandoned under section 577.080, RSMo;

(4) Any abandoned property which has been reported as stolen or taken without consent
of the owner;

(5) Any abandoned property for which the person operating such property isarrested for
an alleged offense for which the officer is required to take the person into custody and where
such person is unable to arrange for the property's timely removal;

(6) Any abandoned property which due to any other state law or local ordinance is
subject to towing because of the owner's outstanding traffic or parking violations;

(7) Any abandoned property left unattended inviolation of astatelaw or local ordinance
where signs have been posted giving notice of the law or where the violation causes a safety
hazard; or

(8) Any abandoned property illegally left standing on the waters of this state as defined
in section 306.010, RSMo, where the abandoned property is obstructing the normal movement
of traffic, or where the abandoned property has been unattended for more than ten hours or is
floating loose on the water.

2. The dtate transportation department may immediately remove any abandoned,
unattended, wrecked, burned or partially dismantled property, spilled cargo or other personal
property from the roadway of any state highway if the abandoned property, cargo or personal
property is creating atraffic hazard because of its position in relation to the state highway. In
the event the property creating a traffic hazard is a commercial motor vehicle, as defined in
section 302.700, RSMo, the department's authority under this subsection shall be limited to
authorizing a towing company to remove the commercial motor vehicle to a place of safety,
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except that the owner of the commercial motor vehicle or the owner's designated representative
shall have a reasonable opportunity to contact atowing company of choice. The provisions of
this subsection shall not apply to vehicles transporting any material which has been designated
as hazardous under Section 5103(a) of Title 49, U.S.C.

3. Any law enforcement agency authorizing atow pursuant to this section in which the
abandoned property is moved from the immediate vicinity shall complete a crime inquiry and
inspection report. Any state or federal government agency other than alaw enforcement agency
authorizing atow pursuant to this section in which the abandoned property is moved away from
the immediate vicinity in which it was abandoned shall report the towing to the state highway
patrol or water patrol within two hours of the tow along with a crime inquiry and inspection
report as required in this section. Any local government agency, other than alaw enforcement
agency, authorizing a tow pursuant to this section where property is towed away from the
immediate vicinity shall report the tow to the local law enforcement agency within two hours
along with a crime inquiry and inspection report.

4. Neither the law enforcement officer, government agency official nor anyone having
custody of abandoned property under his direction shall be liable for any damage to such
abandoned property occasioned by a removal authorized by this section or by ordinance of a
county or municipality licensing and regulating the sale of abandoned property by the
municipality, other than damages occasioned by negligence or by willful or wanton acts or
omissions.

5. The owner of abandoned property removed as provided in this section or in section
304.157 shall be responsible for payment of all reasonable charges for towing and storage of
such abandoned property as provided in section 304.158.

6. Upon thetowing of any abandoned property pursuant to thissection or under authority
of alaw enforcement officer or local government agency pursuant to section 304.157, the law
enforcement agency that authorized such towing or wasproperly notified by another government
agency of suchtowingshall promptly makeaninquiry with the national crimeinformation center
and any statewide Missouri law enforcement computer system to determine if the abandoned
property has been reported as stolen and shall enter the information pertaining to the towed
property into the statewide law enforcement computer system. If [the abandoned property isnot
claimed within ten working days of the towing,] the tower [who] has online access to the
department of revenue's records, the tower shall make an inquiry to determine the abandoned
property owner and lienholder, if any, of record. Inthe event that the records of the department
of revenue fail to disclose the name of the owner or any lienholder of record, the tower shall
comply with the requirements of subsection 3 of section 304.156. If the tower does not have
online access, the law enforcement agency shall submit acrimeinquiry and inspection report to
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thedirector of revenue. A towing company that does not have online accessto the department's
records and that is in possession of abandoned property [after ten working days] shall, upon
towing such vehicle, report such fact to the law enforcement agency [with which the crime
inquiry and inspection report was filed]. The crime inquiry and inspection report shall be
designed by the director of revenue and shall include the following:

(1) Theyear, model, make and property identification number of the property and the
owner and any lienholders, if known;

(2) A description of any damageto the property noted by the officer authorizing thetow;

(3) Thelicense plate or registration number and the state of issuance, if available;

(4) The storage location of the towed property;

(5) The name, telephone number and address of the towing company;

(6) Thedate, place and reason for the towing of the abandoned property;

(7) The date of the inquiry of the national crime information center, any statewide
Missouri law enforcement computer system and any other similar system which hastitling and
registration information to determine if the abandoned property had been stolen. This
information shall be entered only by the law enforcement agency making the inquiry;

(8) The signature and printed name of the officer authorizing the tow; [and)]

(9) The name of the towing company, the signature and printed name of the towing
operator, and an indicator disclosing whether the tower has online access to the department's
records;

(20) Any additional information the director of revenue deems appropriate.

7. One copy of the crime inquiry and inspection report shall remain with the agency
which authorized thetow. One copy shall be provided to and retained by the storagefacility and
one copy shall be retained by the towing facility in an accessible format in the business records
for aperiod of three years from the date of the tow or removal.

8. The owner of such abandoned property, or the holder of avalid security interest of
record, may reclaim it from the towing company upon proof of ownership or valid security
interest of record and payment of al reasonable charges for the towing and storage of the
abandoned property.

9. Any person who removes abandoned property at the direction of alaw enforcement
officer or an officer of a government agency where that agency's real property is concerned as
provided in this section shall have alien for all reasonable chargesfor the towing and storage of
the abandoned property until possession of the abandoned property is voluntarily relinquished
to the owner of the abandoned property or to the holder of a valid security interest of record.
Any personal property within the abandoned property need not be released to the owner thereof
until thereasonabl e or agreed chargesfor such recovery, transportation or saf ekeeping have been
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paid or satisfactory arrangements for payment have been made, except that any medication
prescribed by a physician shall be released to the owner thereof upon request. The company
holding or storing the abandoned property shall either rel ease the personal property to the owner
of the abandoned property or allow the owner to inspect the property and provide an itemized
receipt for the contents. The company holding or storing the property shall be strictly liable for
the condition and safe return of the personal property. Such lien shall be enforced in the manner
provided under section 304.156.

10. Towing companies shall keep arecord for three years on any abandoned property
towed and not reclaimed by the owner of the abandoned property. Such record shall contain
information regarding the authorization to tow, copiesof all correspondencewith the department
of revenue concerning the abandoned property, including copies of any online records of the
towing company accessed and information concerning the final disposition of the possession of
the abandoned property.

11. If alienholder repossesses any motor vehicle, trailer, al-terrain vehicle, outboard
motor or vessel without the knowledge or cooperation of the owner, then the repossessor shall
notify the local law enforcement agency where the repossession occurred within two hours of
therepossession and shall further providethelocal law enforcement agency with any additional
information the agency deems appropriate. The local law enforcement agency shall make an
inquiry with the national crime information center and the Missouri statewide law enforcement
computer system and shall enter the repossessed vehicle into the statewide law enforcement
computer system.

12. Notwithstanding theprovisionsof section 301.227, RSMo, any towing company who
has complied with the notification provisions in section 304.156 including notice that any
property remaining unredeemed after thirty days may be sold as scrap property may then dispose
of such property as provided in this subsection. Such sale shall only occur if at least thirty days
has passed since the date of such notification, the abandoned property remains unredeemed with
no satisfactory arrangements made with the towing company for continued storage, and the
owner or holder of a security agreement has not requested a hearing as provided in section
304.156. Thetowing company may dispose of such abandoned property by selling the property
on abill of sale as prescribed by the director of revenue to a scrap metal operator or licensed
salvage dealer for destruction purposes only. The towing company shall forward a copy of the
bill of sale provided by the scrap metal operator or licensed salvage dedler to the director of
revenue within two weeks of the date of such sale. The towing company shall keep arecord of
each such vehicle sold for destruction for three yearsthat shall be availablefor inspection by law
enforcement and authorized department of revenue officials. Therecord shall contain the year,
make, identification number of the property, date of sale, and name of the purchasing scrap metal
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operator or licensed salvage dealer and copies of all notificationsissued by the towing company
asrequiredinthischapter. Scrap metal operatorsor licensed salvage deal ersshall keep arecord
of the purchase of such property as provided in section 301.227, RSMo. Scrap metal operators
and licensed sal vage deal ersmay obtain ajunk certificateasprovided in section 301.227, RSMo,
on vehicles purchased on a bill of sale pursuant to this section.

304.156. 1. Within five working days of receipt of the crime inquiry and inspection
report under section 304.155 or the abandoned property report under section 304.157, the
director of revenue shall search the records of the department of revenue, or initiate an inquiry
with another state, if the evidence presented indicated the abandoned property was registered or
titled in another state, to determine the name and address of the owner and lienholder, if any.
After ascertaining thenameand address of the owner and lienholder, if any, the department shall,
withinfifteen working days, notify thetowing company. Any towing company which comesinto
possession of abandoned property pursuant to section 304.155 or 304.157 and who claimsalien
for recovering, towing or storing abandoned property shall give notice to thetitle owner and to
all persons claiming alien thereon, as disclosed by the records of the department of revenue or
of a corresponding agency in any other state. The towing company shall notify the owner and
any lienholder within ten business days of the date of mailing indicated on the notice sent by the
department of revenue, by certified mail, return receipt requested. The notice shall contain the
following:

(1) The name, address and telephone number of the storage facility;

(2) The date, reason and place from which the abandoned property was removed,;

(3) A statement that the amount of the accrued towing, storage and administrative costs
aretheresponsibility of the owner, and that storage and/or administrative costs will continueto
accrue as alegal liability of the owner until the abandoned property is redeemed;

(4) A statement that the storage firm claims a possessory lien for all such charges;

(5) A statement that the owner or holder of avalid security interest of record may retake
possession of the abandoned property at any time during business hours by proving ownership
or rights to a secured interest and paying al towing and storage charges;

(6) A statement that, should the owner consider that the towing or removal wasimproper
or not legally justified, the owner has aright to request a hearing as provided in this section to
contest the propriety of such towing or removal;

(7) A statement that if the abandoned property remains unclaimed for thirty days from
the date of mailing the notice, title to the abandoned property will be transferred to the person
or firm in possession of the abandoned property free of all prior liens; and

(8) A statement that any chargesin excess of the value of the abandoned property at the
time of such transfer shall remain aliability of the owner.
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2. A towing company may only assess reasonable storage charges for abandoned
property towed without the consent of the owner. Reasonable storage charges shall not exceed
the charges for vehicles which have been towed with the consent of the owner on a negotiated
basisand shall not differ based on whether theowner hasinsurance covering such charges.
Storage charges may be assessed only for the time in which the towing company complies with
the procedural requirements of sections 304.143, 304.144, and sections 304.155 to 304.158.

3. Inthe event that the records of the department of revenue fail to disclose the name of
the owner or any lienholder of record, the department shall notify the towing company which
shall attempt to locate documents or other evidence of ownership on or within the abandoned
property itself. The towing company must certify that a physical search of the abandoned
property disclosed that no ownership documents were found and a good faith effort has been
made. For purposes of this section, "good faith effort” means that the following checks have
been performed by the company to establish the prior state of registration and title:

(1) Check of the abandoned property for any type of license plates, license plate record,
temporary permit, inspection sticker, decal or other evidence which may indicate a state of
possible registration and title;

(2) Check the law enforcement report for alicense plate number or registration number
if the abandoned property was towed at the request of alaw enforcement agency;

(3) Check thetow ticket/report of the tow truck operator to seeif alicense plate was on
the abandoned property at the beginning of the tow, if a private tow; and

(4) If thereisno address of the owner on theimpound report, check the law enforcement
report to see if an out-of-state address is indicated on the driver license information.

4. 1If no ownership information is discovered, the director of revenue shall be notified in
writing and title obtained in accordance with subsection 7 of this section.

5. (1) The owner of the abandoned property removed pursuant to the provisions of
section 304.155 or 304.157 or any person claiming alien, other than the towing company, within
ten days after the receipt of notification from the towing company pursuant to subsection 1 of
this section may file apetition in the associate circuit court in the county where the abandoned
property isstored to determineif the abandoned property waswrongfully taken or withheld from
the owner. The petition shall name the towing company among the defendants. The petition
may also name the agency ordering the tow or the owner, lessee or agent of the real property
from which the abandoned property was removed. The director of revenue shall not be a party
to such petition but acopy of the petition shall be served on thedirector of revenue who shall not
issuetitleto such abandoned property pursuant to thissection until the petitionisfinally decided.

(2) Upon filing of a petition in the associate circuit court, the owner or lienholder may
have the abandoned property rel eased upon posting with the court a cash or surety bond or other
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adequate security equal to the amount of the charges for towing and storage to ensure the
payment of such chargesin the event he does not prevail. Upon the posting of the bond and the
payment of the applicable fees, the court shall issue an order notifying the towing company of
the posting of the bond and directing the towing company to rel ease the abandoned property. At
the time of such release, after reasonable inspection, the owner or lienholder shall give areceipt
to the towing company reciting any claimsfor loss or damage to the abandoned property or the
contents thereof.

(3) Upon determining the respectiverightsof the parties, thefinal order of the court shall
provide for immediate payment in full of recovery, towing, and storage fees by the abandoned
property owner or lienholder or the owner, lessee, or agent thereof of the real property from
which the abandoned property was removed.

6. A towing and storagelien shall be enforced as provided in subsection 7 of thissection.

7. Thirty days after the notification form has been mailed to the abandoned property
owner and holder of a security agreement and the property is unredeemed and no satisfactory
arrangement has been made with the lienholder in possession for continued storage, and the
owner or holder of a security agreement has not requested a hearing as provided in subsection
5 of this section, the lienholder in possession may apply to the director of revenue for a
certificate. The application for title shall be accompanied by:

(1) Anaffidavit from the lienholder in possession that he has been in possession of the
abandoned property for at least thirty days and the owner of the abandoned property or holder
of asecurity agreement has not made arrangements for payment of towing and storage charges;

(2) Anaffidavit that thelienholder in possession has not been notified of any application
for hearing as provided in this section;

(3) A copy of the abandoned property report or crime inquiry and inspection report;

(4) A copy of the thirty-day notice given by certified mail to any owner and person
holding avalid security interest and acopy of the certified mail receipt indicating that the owner
and lienholder of record was sent a notice as required in this section; and

(5) A copy of theenvel ope or mailing contai ner showing theaddressand postal markings
indicating that the notice was "not forwardable" or "address unknown™.

8. If noticeto the owner and holder of a security agreement has been returned marked
"not forwardable" or "addressee unknown", the lienholder in possession shall comply with
subsection 3 of this section.

9. Any municipality or county may adopt an ordinance regulating the removal and sale
of abandoned property provided such ordinance is consistent with sections 304.155 to 304.158,
and, for ahomerule city with more than four hundred thousand inhabitants and located in more
than one county, includes the following provisions:
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(1) That the department of revenue records must be searched to determinetheregistered
owner or lienholder of the abandoned property;

(2) That if aregistered owner or lienholder isdisclosed in therecords, that the owner and
lienholder or owner or lienholder are mailed anotice by the governmental agency, by U.S. mail,
advising of the towing and impoundment;

(3) That if the vehicle is older than six years and more than fifty percent damaged by
collision, fire, or decay, and has a fair market value of less than two hundred dollars as
determined by using any nationally recognized appraisal book or method, it must be held noless
than ten days after the notice is sent pursuant to this subsection before being sold to alicensed
salvage or scrap business; provided however where a title is required under this chapter an
affidavit from acertified apprai ser attesting that the value of the vehicleislessthan two hundred
dollars;

(4) That al other vehicles must be held no less than thirty days after the notice is sent
pursuant to this subsection before they may be sold.

10. Any municipality or county which has physical possession of the abandoned property
and which sellsabandoned property in accordancewith alocal ordinance may transfer ownership
by means of abill of sale signed by the municipal or county clerk or deputy and sealed with the
official municipal or county seal. Such bill of sale shall contain the make and model of the
abandoned property, the compl ete abandoned property identification number and the odometer
reading of the abandoned property if available and shall be lawful proof of ownership for any
dealer registered under the provisions of section 301.218, RSMo, or section 301.560, RSMo, or
for any other person. Any dealer or other person purchasing such property from amunicipality
or county shall apply within thirty days of purchase for a certificate. Anyone convicted of a
violation of this section shall be guilty of an infraction.

11. Any persons who have towed abandoned property prior to August 28, 1996, may,
until January 1, 2000, apply to the department of revenuefor acertificate. The application shall
be accompanied by:

(1) A notarized affidavit explaining the circumstances by which the abandoned property
came into their possession, including the name of the owner or possessor of real property from
which the abandoned property was removed;

(2) Thedate of the removal;

(3) The current location of the abandoned property;

(4) Aninspection of the abandoned property as prescribed by the director; and

(5) A copy of the thirty-day notice given by certified mail to any owner and person
holding avalid security interest of record and a copy of the certified mail receipt.
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12. If the director is satisfied with the genuineness of the application and supporting
documents submitted pursuant to this section, the director shall issue one of the following:

(1) Anoriginal certificateof titleif the vehicle owner has obtained avehicleexamination
certificate as provided in section 301.190, RSMo, which indicates that the vehicle was not
previously in asalvaged condition or rebuilt;

(2) Anoriginal certificate of title designated as prior salvage if the vehicle examination
certificate as provided in section 301.190, RSMo, indicates the vehicle was previoudy in a
salvage condition or rebuilt;

(3) A salvagecertificateof titledesignated with thewords" sal vage/abandoned property"
or junking certificate based on the condition of the abandoned property as stated in the
abandoned property report or crime inquiry and inspection report;

(4) Notwithstanding the provisions of section 301.573, RSMo, to the contrary, if
satisfied with the genuineness of the application and supporting documents, the director shall
issue an original title to abandoned property previously issued asalvagetitle as provided in this
section, if the vehicle examination certificate as provided in section 301.190, RSMo, does not
indicate the abandoned property was previously in a salvage condition or rebuilt.

13. If abandoned property isinsured and the insurer of property regards the property as
atotal loss and the insurer satisfies a claim by the owner for the property, then the insurer or
lienholder shall claim and remove the property from the storage facility or make arrangements
to transfer the title, and such transfer of title subject to agreement shall be in complete
satisfaction of all claimsfor towing and storage, to the towing company or storagefacility. The
owner of theabandoned vehicle, lienhol der or insurer, to the extent the vehicle owner'sinsurance
policy covers towing and storage charges, shall pay reasonable fees assessed by the towing
company and storage facility. The property shall be claimed and removed or title transferred to
the towing company or storage facility within thirty days of the date that the insurer paid aclaim
for the total loss of the property or is notified as to the location of the abandoned property,
whichever isthe later event. Upon request, the insurer of the property shall supply the towing
company and storage facility with the name, address and phone number of the insurance
company and of the insured and with a statement regarding which party is responsible for the
payment of towing and storage charges under the insurance policy.

[304.156. 1. Withinfiveworkingdaysof receipt of thecrimeinquiry and
inspection report under section 304.155 or the abandoned property report under
section 304.157, the director of revenue shall search the records of the
department of revenue, or initiate an inquiry with another state, if the evidence
presented indicated the abandoned property was registered or titled in another
state, to determine the name and address of the owner and lienholder, if any.
After ascertaining the name and address of the owner and lienholder, if any, the
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department shall, within fifteen working days, notify the towing company. Any
towing company which comes into possession of abandoned property pursuant
to section 304.155 or 304.157 and who claims a lien for recovering, towing or
storing abandoned property shall give noticeto thetitle owner and to all persons
claiming alien thereon, as disclosed by the records of the department of revenue
or of acorresponding agency in any other state. Thetowing company shall notify
the owner and any lienholder within ten business days of the date of mailing
indicated on the notice sent by the department of revenue, by certified mail,
return receipt requested. The notice shall contain the following:

(1) The name, address and telephone number of the storage facility;

(2) The date, reason and place from which the abandoned property was
removed,

(3) A statement that the amount of the accrued towing, storage and
administrative costs are the responsibility of the owner, and that storage and/or
administrative costswill continue to accrue asalegal liability of the owner until
the abandoned property is redeemed;

(4) A statement that the storage firm claimsapossessory lienfor al such
charges,

(5) A statement that the owner or holder of avalid security interest of
record may retake possession of the abandoned property at any time during
business hours by proving ownership or rights to a secured interest and paying
all towing and storage charges,

(6) A statement that, should the owner consider that the towing or
remova wasimproper or not legally justified, the owner has aright to request a
hearing as provided in this section to contest the propriety of such towing or
removal;

(7) A statement that if the abandoned property remains unclaimed for
thirty days from the date of mailing the notice, title to the abandoned property
will betransferred to the person or firmin possession of the abandoned property
free of all prior liens; and

(8) A statement that any chargesin excess of the value of the abandoned
property at the time of such transfer shall remain aliability of the owner.

2. A towing company may only assess reasonable storage charges for
abandoned property towed without the consent of theowner. Reasonable storage
chargesshall not exceed the chargesfor vehicleswhich have been towed with the
consent of the owner on a negotiated basis. Storage charges may be assessed
only for the time in which the towing company complies with the procedural
requirements of sections 304.155 to 304.158.

3. In the event that the records of the department of revenue fail to
disclose the name of the owner or any lienholder of record, the department shall
notify the towing company which shall attempt to locate documents or other
evidence of ownership on or within the abandoned property itself. The towing
company must certify that aphysical search of the abandoned property disclosed
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that no ownership documents were found and agood faith effort has been made.
For purposes of this section, "good faith effort” means that the following checks
have been performed by the company to establish the prior state of registration
and title:

(1) Check of the abandoned property for any type of license plates,
license platerecord, temporary permit, inspection sticker, decal or other evidence
which may indicate a state of possible registration and title;

(2) Check the law enforcement report for a license plate number or
registration number if the abandoned property was towed at the request of alaw
enforcement agency;

(3) Check the tow ticket/report of the tow truck operator to see if a
license plate was on the abandoned property at the beginning of the tow, if a
private tow; and

(4) If thereisno address of the owner on the impound report, check the
law enforcement report to seeif an out-of-state addressisindicated on the driver
license information.

4. If noownershipinformationisdiscovered, thedirector of revenueshall
be notified in writing and title obtained in accordance with subsection 7 of this
section.

5. (1) The owner of the abandoned property removed pursuant to the
provisions of section 304.155 or 304.157 or any person claiming a lien, other
than the towing company, within ten days after the receipt of notification from
the towing company pursuant to subsection 1 of this section may file a petition
intheassociate circuit court in the county where the abandoned property isstored
to determine if the abandoned property was wrongfully taken or withheld from
the owner. The petition shall name the towing company among the defendants.
The petition may aso name the agency ordering the tow or the owner, lessee or
agent of thereal property from which the abandoned property wasremoved. The
director of revenue shall not be a party to such petition but a copy of the petition
shall be served on the director of revenue who shall not issue title to such
abandoned property pursuant to this section until the petition isfinally decided.

(2) Upon filing of a petition in the associate circuit court, the owner or
lienholder may havethe abandoned property rel eased upon posting with the court
a cash or surety bond or other adequate security equal to the amount of the
chargesfor towing and storage to ensurethe payment of such chargesintheevent
he does not prevail. Upon the posting of the bond and the payment of the
applicablefees, the court shall issue an order notifying thetowing company of the
posting of the bond and directing the towing company to release the abandoned
property. At the time of such release, after reasonable inspection, the owner or
lienholder shall giveareceipt to the towing company reciting any clamsfor loss
or damage to the abandoned property or the contents thereof.

(3) Upon determining the respective rights of the parties, the final order
of the court shall providefor immediate payment in full of recovery, towing, and
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storage fees by the abandoned property owner or lienholder or the owner, lessee,
or agent thereof of the real property from which the abandoned property was
removed.

6. A towing and storage lien shall be enforced as provided in subsection
7 of this section.

7. Thirty days after the notification form has been mailed to the
abandoned property owner and holder of a security agreement and the property
isunredeemed and no satisfactory arrangement hasbeen madewith thelienhol der
in possession for continued storage, and the owner or holder of a security
agreement has not requested a hearing as provided in subsection 5 of thissection,
thelienholder in possession may apply to the director of revenuefor acertificate.
The application for title shall be accompanied by:

(1) An affidavit from the lienholder in possession that he has been in
possession of the abandoned property for at |east thirty days and the owner of the
abandoned property or holder of asecurity agreement has not made arrangements
for payment of towing and storage charges;

(2) Anaffidavit that thelienholder in possession has not been notified of
any application for hearing as provided in this section;

(3) A copy of the abandoned property report or crime inquiry and
inspection report;

(4) A copy of the thirty-day notice given by certified mail to any owner
and person holding a valid security interest and a copy of the certified mail
receipt indicating that the owner and lienholder of record was sent a notice as
required in this section; and

(5) A copy of the envel ope or mailing container showing the address and
postal markings indicating that the notice was "not forwardable" or "address
unknown".

8. If notice to the owner and holder of a security agreement has been
returned marked "not forwardable" or "addressee unknown", the lienholder in
possession shall comply with subsection 3 of this section.

9. Any municipality or county may adopt an ordinance regulating the
removal and sale of abandoned property provided such ordinance is consistent
with sections 304.155 to 304.158, and, for ahome rule city with more than four
hundred thousand inhabitants and located in more than one county, includesthe
following provisions:

(1) That the department of revenue records must be searched to
determine the registered owner or lienholder of the abandoned property;

(2) That if aregistered owner or lienholder is disclosed in the records,
that the owner and lienholder or owner or lienholder are mailed a notice by the
local governmental agency, by U.S. mail, advising of the towing and
impoundment;

(3) That if the vehicleisolder than six years and more than fifty percent
damaged by collision, fire, or decay, and hasafair market value of less than two
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hundred dollars as determined by using any nationally recognized appraisal book
or method, it must be held no less than ten days after the notice is sent pursuant
to thissection before being sold to alicensed salvage or scrap business; provided
however where atitleis required under this chapter an affidavit from a certified
appraiser attesting that the value of the vehicleisless than two hundred dollars;

(4) That all other vehicles must be held no less than thirty days after the
notice is sent pursuant to this subsection before they may be sold.

10. Any municipality or county which has physical possession of the
abandoned property and which sells abandoned property in accordance with a
local ordinance may transfer ownership by means of a bill of sale signed by the
municipal or county clerk or deputy and sealed with the official municipal or
county seal. Such bill of saleshall contain the make and model of the abandoned
property, the complete abandoned property identification number and the
odometer reading of the abandoned property if availableand shall belawful proof
of ownership for any dealer registered under the provisions of section 301.218,
RSMo, or section 301.560, RSMo, or for any other person. Any dealer or other
person purchasing such property from amunicipality or county shall apply within
thirty days of purchase for a certificate. Anyone convicted of aviolation of this
section shall be guilty of an infraction.

11. Any personswho havetowed abandoned property prior to August 28,
1996, may, until January 1, 2000, apply to the department of revenue for a
certificate. The application shall be accompanied by:

(1) A notarized affidavit explaining the circumstances by which the
abandoned property cameinto their possession, including the name of the owner
or possessor of real property from which the abandoned property was removed;

(2) Thedate of the removal;

(3) The current location of the abandoned property;

(4) An inspection of the abandoned property as prescribed by the
director; and

(5) A copy of the thirty-day notice given by certified mail to any owner
and person holding avalid security interest of record and a copy of the certified
mail receipt.

12. If thedirector is satisfied with the genuineness of the application and
supporting documents submitted pursuant to this section, the director shall issue
one of the following:

(1) Anorigina certificate of title if the vehicle owner has obtained a
vehicle examination certificate as provided in section 301.190, RSMo, which
indicates that the vehicle was not previously in a salvaged condition or rebuilt;

(2) An origina certificate of title designated as prior salvage if the
vehicle examination certificate as provided in section 301.190, RSMo, indicates
the vehicle was previously in a salvage condition or rebuilt;

(3 A savage certificate of title designated with the words
"sal vage/abandoned property” or junking certificate based on the condition of the
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abandoned property as stated in the abandoned property report or crime inquiry
and inspection report;

(4) Notwithstanding the provisions of section 301.573, RSMo, to the
contrary, if satisfied with the genuineness of the application and supporting
documents, the director shall issue an origina title to abandoned property
previously issued a salvage title as provided in this section, if the vehicle
examination certificate as provided in section 301.190, RSMo, does not indicate
the abandoned property was previously in a salvage condition or rebuilt.

13. If abandoned property isinsured and the insurer of property regards
the property as atotal loss and the insurer satisfies a claim by the owner for the
property, then theinsurer or lienholder shall claim and remove the property from
the storage facility or make arrangements to transfer the title, and such transfer
of title subject to agreement shall be in complete satisfaction of all claims for
towing and storage, to the towing company or storage facility. The owner of the
abandoned vehicle, lienholder or insurer, to the extent the vehicle owner's
insurance policy covers towing and storage charges, shall pay reasonable fees
assessed by the towing company and storage facility. The property shall be
claimed and removed or titletransferred to the towing company or storagefacility
within thirty days of the date that theinsurer paid aclaim for the total |oss of the
property or isnotified asto thelocation of the abandoned property, whichever is
thelater event. Upon request, theinsurer of the property shall supply the towing
company and storage facility with the name, address and phone number of the
insurance company and of theinsured and with astatement regarding which party
isresponsiblefor the payment of towing and storage charges under theinsurance

policy.]

304.157. 1. If aperson abandons property, as defined in section 304.001, on any real
property owned by another without the consent of the owner or person in possession of the
property, at the request of the person in possession of thereal property, any member of the state
highway patrol, statewater patrol, sheriff, or other law enforcement officer within hisjurisdiction
may authorize a towing company licensed under section 304.143 to remove such abandoned
property from the property in the following circumstances:

(1) The abandoned property is left unattended for more than forty-eight hours; or

(2) Inthejudgment of alaw enforcement officer, the abandoned property constitutes a
safety hazard or unreasonably interferes with the use of the real property by the person in
possession.

2. A local government agency may also provide for the towing of motor vehicles or
vessels from real property under the authority of any local ordinance providing for the towing
of vehiclesor vesselswhich are derelict, junk, scrapped, disassembled or otherwise harmful to
the public health under the terms of the ordinance. Any local government agency authorizing
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atow under this subsection shall report the tow to the local law enforcement agency within two
hours with a crime inquiry and inspection report pursuant to section 304.155.

3. Neither the law enforcement officer, local government agency nor anyone having
custody of abandoned property under his or her direction shall be liable for any damage to such
abandoned property occasioned by a removal authorized by this section other than damages
occasioned by negligence or by willful or wanton acts or omissions.

4. The owner of real property or lessee in lawful possession of the real property or the
property or security manager of the real property may authorize atowing company to remove
abandoned property or property parked in arestricted or assigned area without authorization by
alaw enforcement officer only when the owner, lessee or property or security manager of thereal
property is present. A property or security manager must be afull-time employee of abusiness
entity. An authorization to tow pursuant to this subsection may be made only under any of the
following circumstances:

(1) Thereisdisplayed, in plainview at al entrancesto the property, asign not lessthan
seventeen by twenty-two inches in size, with lettering not less than one inch in height,
prohibiting public parking and indicating that unauthorized abandoned property or property
parked in arestricted or assigned area will be removed at the owner's expense, disclosing the
maximum feefor all chargesrelated to towing and storage, and containing the tel ephone number
of the loca traffic law enforcement agency where information can be obtained or a
twenty-four-hour staffed emergency information telephone number by which the owner of the
abandoned property or property parked in a restricted or assigned area may call to receive
information regarding the location of such owner's property;

(2) The abandoned property is left unattended on owner-occupied residential property
with four residential units or less, and the owner, lessee or agent of the real property in lawful
possession has notified the appropriate law enforcement agency, and ten hours have elapsed
since that notification; or

(3) Theabandoned property isleft unattended on private property, and the owner, lessee
or agent of thereal property inlawful possession of real property has notified the appropriatelaw
enforcement agency, and ninety-six hours have elapsed since that notification.

5. Pursuant to this section, any owner or lesseein lawful possession of real property that
requests a towing company to tow abandoned property without authorization from a law
enforcement officer shall at that time complete an abandoned property report which shall be
considered alegal declaration subject to criminal penalty pursuant to section 575.060, RSMo.
Thereport shall be in the form designed, printed and distributed by the director of revenue and
shall contain the following:
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(1) Theyear, model, make and abandoned property identification number of the property
and the owner and any lienholders, if known;

(2) A description of any damage to the abandoned property noted by owner, lessee or
property or security manager in possession of the real property;

(3) Thelicense plate or registration number and the state of issuance, if available;

(4) The physical location of the property and the reason for requesting the property to
be towed;

(5) The date the report is completed;

(6) The printed name, address and phone number of the owner, lessee or property or
security manager in possession of the real property;

(7) Thetowing company's name and address;

(8) The signature of the towing operator;

(9) The signature of the owner, lessee or property or security manager attesting to the
facts that the property has been abandoned for the time required by this section and that all
statements on the report are true and correct to the best of the person’'s knowledge and belief and
that the person is subject to the penalties for making false statements;

(10) Space for the name of the law enforcement agency notified of the towing of the
abandoned property and for the signature of the law enforcement official receiving the report;
and

(11) Any additional information the director of revenue deems appropriate.

6. Any towing company which tows abandoned property without authorization from a
law enforcement officer pursuant to subsection 4 of this section shall, upon towing such
vehicle, enter the appropriate information on the statewide abandoned vehicle database
or deliver acopy of the abandoned property report to the local law enforcement agency having
jurisdiction over the location from which the abandoned property wastowed. The copy may be
produced and sent by facsimile machine or other device which produces a near exact likeness
of the print and signatures required, but only if the law enforcement agency receiving the report
has the technological capability of receiving such copy and has registered the towing company
for such purpose. The registration requirements shall not apply to law enforcement agencies
located in counties of thethird or fourth classification. The report shall be delivered within two
hoursif the tow was made from a signed location pursuant to subdivision (1) of subsection 4 of
this section, otherwise the report shall be delivered within twenty-four hours.

7. Thelaw enforcement agency receiving such abandoned property report must record
the date on which the abandoned property report is filed with such agency and shall promptly
make an inquiry into the national crime information center and any statewide Missouri law
enforcement computer system to determine if the abandoned property has been reported as
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stolen. Thelaw enforcement agency shall enter theinformation pertaining to the towed property
into the statewide law enforcement computer system, and an officer shall sign the abandoned
property report and provide the towing company with asigned copy. Thedepartment of revenue
may design and sell to towing companiesinformational brochures outlining owner or lessee of
real property obligations pursuant to this section.

8. Thelaw enforcement agency receiving notification that abandoned property has been
towed by a towing company shall search the records of the department of revenue and provide
the towing company with the latest owner and lienholder information, if available, on the
abandoned property, and if the tower has online access to the department of revenue's records,
the tower shall comply with the requirements of section 301.155, RSMo. If the abandoned
property is not claimed within ten working days, the towing company shall send a copy of the
abandoned property report signed by alaw enforcement officer to the department of revenue.

9. If any owner or lessee of real property knowingly authorizestheremoval of abandoned
property in violation of this section, then the owner or lessee shall be deemed guilty of a class
C misdemeanor.

374.702. 1. No person shall engage in the bail bond business as a bail bond agent or a
general bail bond agent without being licensed as provided in sections 374.695 to 374.775.

2. Nojudge, attorney, court official, law enforcement officer, state, county, or municipal
employee who is either elected or appointed shall be licensed as a bail bond agent or a general
bail bond agent.

3. A licensed bail bond agent shall not execute or issue an appearance bond in this state
without holding avalid appointment from ageneral bail bond agent and without attaching to the
appearance bond an executed and prenumbered power of attorney referencing the general bail
bond agent or insurer.

4. [A person licensed as an active bail bond agent shall hold the license for at |east two
years prior to owning or being an officer of a licensed genera bail bond agent] Beginning
August 28, 2009, a person licensed as an active bail bond agent shall hold the license for
at least four yearsprior toowning or beingan officer of alicensed general bail bond agent.

5. A general bail bond agent shall not engage in the bail bond business:

(1) Without having been licensed as a general bail bond agent pursuant to sections
374.695 to 374.775; or

(2) Except through an agent licensed as a bail bond agent pursuant to sections 374.695
to 374.775.

6. A general bail bond agent shall not permit any unlicensed person to solicit or engage
in the bail bond business on the general bail bond agent's behalf, except for individualswho are
employed solely for the performance of clerical, stenographic, investigative, or other
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administrative duties which do not require a license pursuant to sections 374.695 to 374.789.

7. Any person who is convicted of a violation of this section is guilty of a class A
misdemeanor. For any subsequent convictions, a person who is convicted of aviolation of this
section is guilty of aclass D felony.

374.715. 1. Applicationsfor examination and licensure as a bail bond agent or general
bail bond agent shall beinwriting and on forms prescribed and furnished by the department, and
shall contain such information as the department requires. Each application shall be
accompanied by proof satisfactory to the department that the applicant isacitizen of the United
States, is at least twenty-one years of age, has a high school diploma or general education
development certificate (GED), is of good moral character, and meets the qualifications for
surety on bail bonds as provided by supreme court rule. Each application shall be accompanied
by the examination and application fee set by the department. Individuals currently employed
as bail bond agents and genera bail bond agents shall not be required to meet the education
requirements needed for licensure pursuant to this section.

2. (1) Inaddition, each applicant for licensure asageneral bail bond agent shall furnish
proof satisfactory to the department that [the applicant or, if the applicant isa corporation, that
each officer thereof has completed at |east two years asabail bond agent, and that the applicant
possesses liquid assets of at |east ten thousand dollars, along with a duly executed assignment
of ten thousand dollarsto the state of Missouri. The assignment shall become effective upon the
applicant'sviolating any provision of sections 374.695 to 374.789. The assignment required by
this section shall be in the form and executed in the manner prescribed by the department. The
director may require by regulation conditions by which additional assignments of assets of the
general bail bond agent may occur when the circumstances of the business of the general bail
bond agent warrants additional funds. However, such additional funds shall not exceed
twenty-five thousand dollars] :

(a) For ageneral bail bond agent licensed prior to August 28, 2009, the applicant
or, if theapplicant isa corporation, each officer of the corporation has completed at |east
two years as a bail bond agent and the applicant possesses liquid assets of at least ten
thousand dollars, along with an executed assignment of ten thousand dollarsto the state
of Missouri;

(b) For ageneral bail bond agent licensed on or after August 28, 2009, theapplicant
or, if theapplicant isa cor poration, each officer of the corporation hascompleted at |east
four yearsasabail bond agent and the applicant possesses liquid assets of fifty thousand
dollars, along with an executed assignment of fifty thousand dollars to the state of
Missouri.
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(2) In addition to the assignment requirements in paragraphs (a) and (b) of
subdivision (1) of thissubsection, the general bail bond agent shall execute an assignment
to the state of Missouri in the amount of five thousand dollarsfor each bail bond agent
licensed under the authority of the general bail bond agent on or after August 28, 2009.

(3) The assignments required by this section shall become effective upon the
applicant violating any provision of sections 374.695 to 374.789, and shall bein theform
and executed in the manner prescribed by the department. Thedirector may require by
rule conditions by which additional assignments of assets of the general bail bond agent
may occur when thecircumstancesof thebusinessof thegeneral bail bond agent warrants
additional funds; except that, such additional fundsshall not exceed fifty thousand dollars.

374.740. Any person applying to be licensed as a nonresident general bail bond agent
who has been licensed in another state shall devotefifty percent of hisor her working timeinthe
state of Missouri and shall file proof with the director of the department of insurance, financial
ingtitutions and professional registration asto hisor her compliance, and accompany hisor her
application with thefeesset by thedirector by [regulation] ruleand, if applying for anonresident
genera bail bond agent's license, with [a duly] an executed assignment of [twenty-five] fifty
thousand dollars to the state of Missouri, [which assignment] along with an additional
assignment of fivethousand dollarsfor each bail bond agent licensed under theauthority
of thegeneral agent. Such assignments shall become effective upon the applicant's violating
any provision of sections 374.695 to 374.789. Failureto comply with this section will result in
revocation of the nonresidence license. The assignment required by this section shall bein the
form and executed in the manner prescribed by the department. All licensesissued pursuant to
this section shall be subject to the same renewal requirements set for other licenses issued
pursuant to sections 374.695 to 374.789.

374.755. 1. The department may cause a complaint to be filed with the administrative
hearing commission as provided by chapter 621, RSMo, against any holder of any license
required by sections 374.695 to 374.775 or any person who has failed to renew or has
surrendered his or her license for any one or any combination of the following causes:

(1) Use of any controlled substance, as defined in chapter 195, RSMo, or alcoholic
beverage to an extent that such use impairs a person's ability to perform the work of the
profession licensed under sections 374.695 to 374.775;

(2) Final adjudication or apleaof guilty or nolo contendere [within the past fifteen years)
inacrimina prosecution under any state or federal law for afelony or a crime involving moral
turpitude whether or not a sentence is imposed, prior to issuance of license date;

(3) Useof fraud, deception, misrepresentation or bribery in securing any license or in
obtaining permission to take any examination required pursuant to sections 374.695 to 374.775;
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(4) Obtaining or attempting to obtain any compensation as a member of the profession
licensed by sections 374.695 to 374.775 by means of fraud, deception or misrepresentation;

(5) Misappropriation of the premium, collateral, or other things of value given to a bail
bond agent or ageneral bail bond agent for the taking of bail, incompetency, misconduct, gross
negligence, fraud, or misrepresentation in the performance of the functions or duties of the
profession licensed or regulated by sections 374.695 to 374.775;

(6) Violation of any provision of or any obligation imposed by the laws of this state,
department of insurance, financial institutionsand professiona registration rulesand regul ations,
or aiding or abetting other persons to violate such laws, orders, rules or regulations, or
subpoenas;

(7) Transferring alicense or permitting another person to use a license of the licensee;

(8) Disciplinary action against the holder of a license or other right to practice the
profession regulated by sections 374.695 to 374.789 granted by another state, territory, federal
agency or country upon grounds for which revocation or suspension is authorized in this state;

(9) Beingfinaly adjudged insane or incompetent by a court of competent jurisdiction;

(10) Assisting or enabling any person to practice or offer to practice the profession
licensed or regulated by sections 374.695 to 374.789 who is not currently licensed and eligible
to practice pursuant to sections 374.695 to 374.789;

(11) Actingin the capacity of an attorney at atrial or hearing of a person for whom the
attorney is acting as surety;

(12) Failing to provide a copy of the bail contract, renumbered written receipt for
acceptance of money, or other collateral for thetaking of bail tothe principal, if requested by any
person who is a party to the bail contract, or any person providing funds or collateral for bail on
the principal's behalf.

2. After thefiling of such complaint, the proceedings shall be conducted in accordance
with the provisions of chapter 621, RSMo. Upon a finding by the administrative hearing
commission that one or more of the causes stated in subsection 1 of this section have been met,
thedirector may suspend or revoke thelicense or enter into an agreement for amonetary or other
penalty pursuant to section 374.280.

3. Inlieuof filingacomplaint at the administrative hearing commission, thedirector and
the bail bond agent or general bail bond agent may enter into an agreement for a monetary or
other penalty pursuant to section 374.280.

4. In addition to any other remedies available, the director may issue a cease and desist
order or may seek an injunction in a court of competent jurisdiction pursuant to the provisions
of section 374.046 whenever it appearsthat any person is acting as abail bond agent or general
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bail bond agent without a license or violating any other provisions of sections 374.695 to
374.789.

375.1025. Asused in sections 375.1025 to 375.1062, the following terms shall mean:

(1) ["Audited financial report” means and includes those items specified in section
375.1032;

(2)] "Accountant” [and] or "independent certified public accountant”, an independent
certified public accountant or accounting firm in good standing with the American Institute of
Certified Public Accountants and in all states in which they are licensed to practice. For
Canadian and British companies, it meansa Canadian-chartered or British-chartered accountant;

(2) " Affiliate" or " affiliated" , a person that directly, or indirectly through one or
mor e intermediaries, controls, or iscontrolled by, or isunder common control with, the
per son specified;

(3) "AICPA", the American Institute of Certified Public Accountants,

(4) " Audit committee" , acommittee (or equivalent body) established by theboard
of directors of an entity for the purpose of overseeing the accounting and financial
reporting processes of an insurer or group of insurers, and audits of financial statements
of the insurer or group of insurers. The audit committee of any entity that controls a
group of insurers may be deemed to be the audit committee for one or more of such
controlled insurerssolely for the purposes of sections 375.1025 to 375.1062 at the election
of the controlling person. Such election shall be exercised under subsection 5 of section
375.1053. If an audit committeeisnot designated by theinsurer, theinsurer'sentireboard
of directorsshall constitute the audit committee;

(5) "Audited financial report", includesthoseitems specified in section 375.1032;

(6) "Department”, the department of insurance, financial institutions and
professional registration;

[(3)] (7) "Director", thedirector of thedepartment of insurance, financia institutionsand
professional registration;

(8 "Group of insurers', those licensed insurers included in the reporting
requirements of sections 382.010 to 382.300, RSMo, or a set of insurers as identified by
management, for the purpose of assessing the effectiveness of internal control over
financial reporting;

(9) " Indemnification" , an agreement of indemnity or areleasefrom liability where
theintent or effect isto shift or limit in any manner the potential liability of the person or
firm for failuretoadhereto applicableauditing or professional standar ds, whether or not
resulting in part from knowing of other misrepresentations made by the insurer or its
representatives;
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(20) " Independent board member", the same meaning as described in subsection
3 of section 375.1053;

[(4)] (12) "Insurer”, an insurer certified to do businessin this state pursuant to section
375.161 or 375.831, and to companies authorized to transact business in this state pursuant to
chapters 354, 376, 377, 378, 379 and 381, RSMo;

(12) "Internal control over financial reporting”, a process effected by an entity's
board of directors, management and other personnel designed to provide reasonable
assuranceregarding thereéliability of thefinancial statements, i.e., thoseitems specified in
subsections 2 to 7 of section 375.1032 and includes those policies and proceduresthat:

(a) Pertain tothemaintenanceof recordsthat, in reasonabledetail, accurately and
fairly reflect the transactions and dispositions of assets,

(b) Provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements, i.e., thoseitems specified in subsections2to 7
of section 375.1032, and that receiptsand expendituresarebeing madeonly in accordance
with authorizations of management and directors; and

(c) Provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of assetsthat could have a material effect on
thefinancial statements, i.e., thoseitems specified in subsections2to 7 of section 375.1032;

(13) "NAIC", the National Association of Insurance Commissioners;

(14) "SEC", the United States Securities and Exchange Commission;

(15) " Section 404" , Section 404 of the Sar banes-Oxley Act of 2002, asamended, and
the SEC'srules and regulations promulgated thereunder;

(16) " Section 404 report™ , management'sreport on internal control over financial
reporting, as defined by the SEC and the related attestation report of the independent
certified public accountant as described in subsection 1 of section 375.1030;

(17) " SOX compliant entity" , an entity that either isrequired to beor voluntarily
is compliant with all of the following provisions of the Sarbanes-Oxley Act of 2002, as
amended:

(@) The preapproval requirements of Section 201 (Section 10A(i) of the federal
Securities Exchange Act of 1934);

(b) The audit committee independence requirements of Section 301 (Section
10A(m)(3) of thefederal Securities Exchange Act of 1934); and

(c) Theinternal control over financial reporting requirements of Section 404.

375.1028. 1. Sections 375.1025 to 375.1062 shall apply to all insurers as defined by
section 375.1025. Insurers having direct premiums written in this state of less than one
million dollars in any calendar year and less than one thousand policyholders or
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certificateholdersof direct written policiesnationwideat theend of thecalendar year shall
beexempt from sections 375.1025 to 375.1062, unlessthe director makesa specificfinding
that complianceisnecessary for thedirector to carry out statutory responsibilities; except
that, insurershaving assumed premiumsunder contractsor treatiesof reinsurance of one
million dollarsor more shall not be so exempt.

2. Foreign or dien insurersfiling audited financial reportsin another state, pursuant to
such other state'srequirement for filing of audited financial reportswhich[are] havebeen found
by the director to be substantially similar to the requirements herein, are exempt from sections
[375.1025 to 375.1062] 375.1030 to 375.1050 if:

(1) A copy of the audited financial report [and the eval uation of accounting procedures
and systems of internal control report which] , communication of internal control-related
mattersnoted in an audit, and the accountant's letter of qualificationsthat are filed with
such other state arefiled with thedirector in accordance with thefiling dates specifiedin sections
375.1030, 375.1047, and [375.1052] 375.1040, respectively. Canadian insurers may submit
accountant's reports asfiled with the [ Canadian Dominion Department of Insurance;] Office of
the Superintendent of Financial Institutions, Canada; and

(2) A copy of any notification of adversefinancia condition report filed with such other
state is filed with the director within the time specified in section 375.1045.

3. Foreignor alieninsurersrequired tofilemanagement'sreport of internal control
over financial reporting in another state are exempt from filing such report in this state,
provided such other statehassubstantially similar reportingrequirementsand such report
isfiled with such other state'schief insuranceregulatory official within thetime specified.

4. Sections 375.1025 to 375.1062 shall not prohibit, preclude or in any way limit the
director from ordering [and] , conducting [and] , or performing examinations of insurers under
any other applicable law.

375.1030. 1. All insurers shall have an annual audit [performed] by an independent
certified public accountant and shall file an audited financial report with the director on or before
June first [with respect to the calendar] for the year ended December thirty-first immediately
preceding. The director may require an insurer to file an audited financial report earlier than
June first with ninety days advance notice to the insurer.

2. Extensions of the Junefirst filing date may be granted by the director for thirty-day
periods upon a showing by the insurer and its independent certified public accountant of the
reasons for requesting such extension and determination by the director of good cause for an
extension. The request for extension must be submitted in writing not less than [twenty] ten
days prior to the due date in sufficient detail to permit the director to make an informed decision
with respect to the requested extension.
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3. If an extension is granted in accordance with the provisions of subsection 2 of
this section, a similar extension of thirty days is granted to the filing of management's
report of internal control over financial reporting.

4. Everyinsurer required tofilean annual audited financial report under sections
375.1025 to 375.1062 shall designate a group of individuals as constituting its audit
committee, asdefined in section 375.1025. The audit committee of an entity that controls
an insurer may be deemed to be theinsurer's audit committee for purposes of sections
375.1025 to 375.1062 at the election of the controlling per son.

375.1032. 1. The annual audited financial report shall report the financial condition of
the insurer as of the end of the most recent calendar year and the results of its operation, cash
flows and changes in capital and surplus for the previous year ended in conformity with
accounting practices prescribed, or otherwise permitted, by law or rule of the department of
insurance of the state of domicile of the insurer.

2. The annual audited financial report shall include the following:

(1) Report of independent certified public accountant;

(2) Baance sheet reporting admitted assets, liabilities, capital and surplus,

(3) Statement of [gain or loss from] operations;

(4) Statement of cash [flows] flow;

(5) Statement of changesin capital and surplus;

(6) Notes to financial statements. These notes shall be those required by the
appropriate National Association of Insurance Commissioners Annual Statement Instructions
[and any other notes required by generally accepted accounting principles] the NAIC's
Accounting Practicesand ProceduresM anual asadopted by thedirector and shall include]:

()] areconciliation of differences, if any, between the audited statutory financial
statements and the annual statement filed pursuant to section 375.041 and section 354.105,
354.435, RSMo, 376.350, RSMo, 377.100, 377.380, RSMo, 378.350, RSMo, 379.105, RSMo,
380.051 or 380.482, RSMo, with awritten description of the nature of these differenceq;

(b) A summary of ownership and relationships of the insurer and al affiliated
companies; and

(c) A narrative explanation of all significant intercompany transactions and balances).

3. Thefinancial statementsincluded in the audited financial report shall be prepared in
aform and using language and groupings substantially the same as the relevant sections of the
annual statement of the insurer filed with the director(:

(1)] , and the financial statement shall be comparative, presenting the amounts as of
December thirty-first of the current year and the amounts as of the immediately preceding
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December thirty-first. However, inthefirst year inwhich aninsurer isrequiredto filean audited
financial report, the comparative data may be omitted[;

(2) Amounts may be rounded to the nearest thousand dollars;

(3) Insignificant amounts may be combined].

375.1035. 1. Eachinsurer required by sections 375.1025 to [375.1057] 375.1062 tofile
an annual audited financial report shall, within sixty days after becoming subject to such
requirement, register with the director in writing the name and address of its independent
certified public accountant or accounting firm [(generally referred to in sections 375.1025 to
375.1057 asthe"accountant™)] retained to conduct theannual audit set forthin sections 375.1025
to [375.1057] 375.1062. Any insurer not retaining an independent certified public accountant
on the effective date of sections 375.1025 to [375.1057] 375.1062 shall register the name and
address of itsretained independent certified public accountant not less than six months before
the date when the first audited financial report is to be filed.

2. Theinsurer shall obtain aletter from such accountant, and file acopy with the director
stating that the accountant is aware of the provisions of the insurance laws and the rules and
regulations of the department of insurance of the state of domicile that relate to accounting and
financial matters and affirming that [he] the accountant will express hisor her opinion on the
financia statements in [the] terms of their conformity to the statutory accounting practices
prescribed or otherwise permitted by that department of insurance, specifying such exceptions
as he or she may believe appropriate.

3. If an accountant who was the accountant for theimmediately preceding filed audited
financial report is dismissed or resigns, the insurer shall within five business days notify the
director of thisevent. Theinsurer shall also furnish the director with a separate letter within ten
businessdays of the notification stating whether in the twenty-four months preceding such event
therewere any disagreementswith the former accountant on any matter of accounting principles
or practices, financial statement disclosure, or auditing scope or procedure, which disagreements,
if not resolved to the satisfaction of the former accountant, would have caused him or her to
make reference to the subject matter of the disagreement in connection with hisor her opinion.
Disagreementsrequired to be reported by this section include both disagreementsresolved to the
former accountant's satisfaction, and disagreements not resolved to the former accountant's
satisfaction. Disagreements contemplated by this section are those that occur at the
decision-making level, between personnel of the insurer responsible for the presentation of its
financial statements and personne of the accounting firm responsible for rendering its report.
Theinsurer shall also inwriting request such former accountant to furnish aletter addressed to
the[director] insurer stating whether the accountant agreeswith the statements contained in the
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insurer's letter and, if not, stating the reasons for which he does not agree, and the insurer shall
furnish such responsive letter from the former accountant to the director together with its own.

375.1037. 1. Thedirector shall not recognize [or approve] any person or firm as[an] a
qualified independent certified public accountant [that] if such person or firm:

(1) Isnotingood standing with the American Institute of Certified Public Accountants
and in all states in which the accountant is licensed to practice, or, for a Canadian or British
company, that is not a chartered accountant;

(2) Haseither directly or indirectly entered into an indemnification with respect to
the audit of theinsurer.

2. Except as otherwise provided [herein, a in sections 375.1025 to 375.1062, the
director shall recognize an independent certified public accountant [shall be recognized as
independent] as qualified as long as he or she conforms to the standards of his or her
profession, as contained in the code of professional ethics of the American Institute of Certified
Public Accountants and rules and regulations and code of ethics and rules of professional
conduct of the Missouri state board of accountancy, or similar code.

3. [No partner or other person responsible for rendering a report may] The lead or
coor dinating audit partner or person having primary responsibility for theaudit shall not
act in that capacity for more than [seven] five consecutive years. [Following any period of
service] Such partner or person shall be disqualified from acting in that or asimilar capacity
for the same company or itsinsurance subsidiaries or affiliates for a period of [two] five years.
An insurer may make application to the director for relief from the above rotation requirement
on the basis of unusual circumstances. Such application shall be made at least thirty days
beforetheend of thecalendar year. Theinsurer shall file, with itsannual statement filing,
the approval, if any, for relief from this subsection with the statesthat it islicensed in or
doing businessin and with the NAIC. If the nondomestic state accepts electronic filing
with theNAIC, theinsurer shall filetheapproval in an electr onic format acceptabletothe
NAIC. Thedirector may consider the following factorsin determining if the relief should be
granted:

(1) Number of partners, expertise of the partners or the number of insurance clientsin
the currently registered firm;

(2) Premium volume of the insurer; or

(3) Number of jurisdictions in which the insurer transacts business.

4. The director shall [not] neither recognize as [capable or competent,] a qualified
independent certified public accountant, nor [shall the director] accept any annual audited
financial report, prepared in whole or in part by any natural person who:
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(1) Has been convicted of fraud, bribery, a violation of the Racketeer Influenced and
Corrupt Organizations Act, 18 U.S.C. Sections 1961 to 1968, or any dishonest conduct or
practices under federal law or the laws of any state;

(2) Hasbeen found to have violated the laws of this state with respect to any previous
audited financial report submitted pursuant to sections 375.1025t0[375.1057 or thesimilar laws
of any other state] 375.1062; or

(3) Has demonstrated a pattern or practice of failing to detect or disclose material
information in previous reports filed under the provisions of sections 375.1025 to [375.1057]
375.1062.

5. The director [shall notify the insurer should he determine that the certified public
accountant is not independent or is incapable or incompetent] may hold a hearing under
sections 536.100 to 536.140, RSM o, to deter mine whether an independent certified public
accountant is qualified and, considering the evidence presented, may rule that the
accountant is not qualified for purposes of expressing his or her opinion on the financial
statements in the annual audited financial report made pursuant to sections 375.1025 to
[375.1057. If the insurer contests such determination, the director shall hold a hearing to
determine whether the certified public accountant isindependent, capable and competent, and,
considering the evidence presented, may rule that the accountant is not independent or is
incapable or incompetent for purposes of expressing his opinion on the financial statementsin
the annual audited financial report] 375.1062 and require the insurer to replace the accountant
with another whose relationship with theinsurer is [independent] qualified within the meaning
of[, or who is capable or competent to perform the requirements of,] sections 375.1025 to
[375.1057] 375.1062.

6. A qualified independent certified publicaccountant may enter into an agr eement
with an insurer to havedisputesrelating to an audit resolved by mediation or arbitration.
However, in the event of a delinquency proceeding commenced against theinsurer under
sections 375.570 to 375.750, the mediation or arbitration provisions shall operate at the
option of the statutory successor.

7. The director shall not recognize as a qualified independent certified public
accountant, nor accept an annual audited financial report, prepared in wholeor in part
by an accountant who functionsin therole of management, auditshisor her own work, or
servesin an advocacy role for theinsurer. Without limiting the foregoing, the director
shall not recognize as a qualified independent certified public accountant, nor accept an
annual audited financial report, prepared in whole or in part by an accountant who
providestoaninsurer, contempor aneously with theaudit, thefollowing nonaudit services:
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(1) Bookkeeping or other servicesrelated to the accounting records or financial
statements of theinsurer;

(2) Financial information systems design and implementation;

(3) Appraisal or valuation services, fairness opinions, or contribution-in-kind
reports,

(4) Actuarially oriented advisory servicesinvolving the deter mination of amounts
recorded in the financial statements. The accountant may assist an insurer in
under standingthemethods, assumptions, and inputsused in thedeter mination of amounts
recorded in the financial statement only if it isreasonable to conclude that the services
provided will not be subject to audit proceduresduring an audit of theinsurer'sfinancial
statements. An accountant'sactuary may also issue an actuarial opinion or certification
(" opinion™) on an insurer'sreservesif the following conditions have been met:

(@) Neither the accountant nor the accountant's actuary has performed any
management functions or made any management decisions,

(b) Theinsurer has competent personnel (or engages a third party actuary) to
estimate thereservesfor which management takesresponsibility; and

(c) The accountant's actuary tests the reasonableness of the reserves after the
insurer's management has determined the amount of the reserves;

(5) Internal audit outsourcing services,

(6) Management functions or human resour ces,

(7) Broker or dealer, investment adviser, or investment banking services,

(8) Legal servicesor expert servicesunrelated to the audit; or

(9) Any other servicesthat the director determines, by rule, areimpermissible.

8. Insurershavingdirect written and assumed premiums of lessthan one hundred
million dollarsin any calendar year may request an exemption from subsection 7 of this
section. Theinsurer shall filewith thedirector awritten statement discussing thereasons
why theinsurer should beexempt from theseprovisions. If thedirector finds, upon review
of this statement, that compliance with this requirement would constitute a financial or
organizational hardship upon theinsurer, an exemption may be granted.

9. A qualified independent certified public accountant who perfor mstheaudit may
engagein other nonaudit services, including tax services, that arenot described in and do
not conflict with subsection 7 of thissection, only if the activity isapproved in advance by
the audit committee, in accordance with subsection 10 of this section.

10. All auditing services and nonaudit services provided to an insurer by the
gualified independent certified public accountant of theinsurer shall be preapproved by
the audit committee. The preapproval requirement is waived with respect to nonaudit
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services if the insurer isa SOX compliant entity or a direct or indirect wholly owned
subsidiary of a SOX compliant entity or:

(1) The aggregate amount of all such nonaudit services provided to the insurer
constitutesnot morethan five per cent of thetotal amount of feespaid by theinsurer toits
qgualified independent certified public accountant during the fiscal year in which the
nonaudit services are provided,;

(2) Theserviceswere not recognized by theinsurer at the time of the engagement
to be nonaudit services; and

(3) Theservicesarepromptly brought to theattention of theaudit committee and
approved prior to the completion of the audit by the audit committee or by one or more
member s of the audit committee who ar e the member s of the board of directorstowhom
authority to grant such approvals has been delegated by the audit committee.

11. Theaudit committee may delegate to one or mor e designated member s of the
audit committeethe authority to grant the preapprovalsrequired by subsection 10 of this
section. The decisions of any member to whom this authority is delegated shall be
presented to the full audit committee at each of its scheduled meetings.

12. Thedirector shall not recognize an independent certified public accountant as
qualified for a particular insurer if a member of the board, president, chief executive
officer, controller, chief financial officer, chief accounting officer, or any person serving
inan equivalent position for that insurer wasemployed by theindependent certified public
accountant and participated in the audit of that insurer during the one-year period
preceding the date that the most current statutory opinion isdue.

13. Subsection 12 of this section shall only apply to partnersand senior managers
involved in the audit. An insurer may make application to the director for relief from
subsection 12 of this section on the basis of unusual circumstances. Theinsurer shall file,
with itsannual statement filing, the approval for relief from subsection 12 of this section
with thestatesthat it islicensed in or doing businessin and the NAIC. If thenondomestic
state accepts electronic filing with the NAIC, the insurer shall file the approval in an
electronic format acceptable to the NAIC.

375.1038. Aninsurer may makewritten application tothedirector for approval to
file audited consolidated or combined financial statements in lieu of separate annual
audited financial statementsif theinsurer ispart of a group of insurance companiesthat
utilizesa pooling or one hundred per cent reinsur ance agr eement that affectsthe solvency
and integrity of theinsurer'sreserves and theinsurer cedesall of itsdirect and assumed
businesstothepool. In such cases, acolumnar consolidatingor combiningwor ksheet shall
befiled with thereport asfollows:
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(2) Amountsshown on the consolidated or combined audited financial report shall
be shown on the wor ksheset;

(2) Amountsfor each insurer subject to this section shall be stated separ ately;

(3) Noninsurance operations may be shown on the worksheet on a combined or
individual basis;

(4) Explanationsof consolidating and eliminating entries shall be included; and

(5) Areconciliation shall beincluded of any differ encesbetween theamountsshown
intheindividual insurer columnsof theworksheet and compar ableamountsshown on the
annual statementsof theinsurers.

375.1040. Theaccountant shall furnish theinsurer in connection with, and for inclusion
in, the filing of the annual audited financial report, aletter stating:

(1) [That he] Such accountant isindependent with respect to theinsurer and conforms
to the standards of his or her profession as contained in the code of professional ethics and
pronouncements of the American Institute of Certified Public Accountants, and the rules of
professional conduct of the Missouri board of accountancy, or similar code;

(2) Thebackground and experiencein general, and the experiencein audits of insurers,
of the staff assigned to audit the financial statements of the insurer and whether each is an
independent certified public accountant. Nothingwithin thisrequirement shall beconstrued
as prohibiting the accountant from utilizing such staff as he or she deems appropriate
where use is consistent with the standards prescribed by generally accepted auditing
standards;

(3) That the accountant understands the annual audited financial report and his opinion
thereon will befiled in compliance with sections 375.1025 to 375.1062 and that the director will
be relying on this information in the monitoring and regulation of the financial position of the
insurer;

(4) That the accountant consents to the requirements of section 375.1050 and that the
accountant consents and agreesto make availablefor review by thedirector, [his] thedirector's
designee or [his] appointed agent, the workpapers, as defined in section 375.1050;

(5) That the accountant is properly licensed by an appropriate state licensing authority
and that [he] theaccountant isamember in good standinginthe American Institute of Certified
Public Accountants;

(6) [That the accountant has liability insurance coverage of the lesser of one million
dollars or ten percent of the insurer's admitted assets; and

(7)] That the accountant is in compliance with the requirements of section 375.1037.

375.1042. Financial statements of the insurer to be filed pursuant to section 375.1030
shall be examined by an independent certified public accountant. The [examination] audit by
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the independent certified public accountant of the insurer's financial statements shall be
conducted in accordance with generally accepted auditing standards [and consideration] . In
accordance with AU Section 319 of the Professional Standards of the AICPA,
Consideration of Internal Control in a Financial Statement Audit, the independent
certified public accountant should obtain an under standing of internal control sufficient
to plan theaudit. Totheextent required by AU 319, for thoseinsurersrequired tofilea
Management's Report of Internal Control over Financial Reporting under section
375.1056, the independent certified public accountant should consider, as such term is
defined in Statement on Auditing Standards (SAS) No. 102, Defining Professional
Requirementsin Statementson Auditing Standardsor itsreplacement, the most recently
availablereportin planningand performingtheaudit of thestatutory financial statements.
Consideration shall be given to procedures illustrated in the Financial Condition Examiner's
Handbook promulgated by the National Association of Insurance Commissioners as the
independent certified public accountant deems necessary.

375.1045. 1. Theinsurer required to furnish the annual audited financial report shall
requiretheindependent certified public accountant to report, inwriting, withinfive businessdays
to the board of directors or its audit committee any determination by the independent certified
public accountant that the insurer has materially misstated itsfinancial condition as reported to
the director as of the balance sheet date currently under [examination] audit or that the insurer
does not meet the minimum capital and surplus requirement of the law as of that date. An
insurer who has received areport pursuant to this subsection shall forward a copy of the report
to the director within five business days of receipt of such report and shall provide the
independent certified public accountant making the report with evidence of the report being
furnished to the director. If the independent certified public accountant fails to receive such
evidence within the required five-business-day period, the independent certified public
accountant shall furnish to the director a copy of its report within the next five business days.

2. No independent public accountant shall beliablein any manner to any person for any
statement made in connection with subsection 1 of thissection if such statement ismadein good
faith in compliance with subsection 1 of this section.

3. If theaccountant, subsequent to the date of the audited financial report filed [pursuant
tothissection] under sections375.1025to 375.1062, becomesaware of factswhich might have
affected his or her report, [the department notes the obligation of the] such accountant is
required to take such action [under] as prescribed in the professional standards of the
American Institute of Certified Public Accountants.

375.1047. 1. Inaddition to the annual audited financial report, each insurer shall furnish
the director with a [report of evaluation performed by the accountant, in connection with his
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examination, of the system of internal accounting controls of the insurer] written
communication asto any unremediated material weaknessesin itsinternal control over
financial reporting noted during theaudit. Such communication shall beprepared by the
accountant within sixty days after the filing of the annual audited financial report and
shall contain a description of any unremediated material weakness, astheterm material
weakness is defined by Statement on Auditing Standard 60, Communication of Internal
Control Related M atter sNoted in an Audit, or itsreplacement, asof December thirty-first
immediately preceding in theinsurer'sinternal control over financial reporting noted by
the accountant during the course of their audit of the financial statements. If no
unremediated material weaknesses wer e noted, the communication shall so state.

2. [A report of the evaluation by the accountant of the system of internal accounting
controls of the insurer, including any remedial action taken or proposed, shall befiled annually
by the insurer with the director within sixty days after the filing of the annual audited financial
report. Thisreport shall follow generally theformfor reportsoninternal control structurerelated
matters noted in an audit described in Volume 1, Section AU 325 of the professional standards
of the American Institute of Certified Public Accountants, as may be amended, or in the event
that such standards no longer be published, a similar standard to be designated by the director
by duly promulgated regulation] Theinsurer isrequired to provideadescription of remedial
actionstaken or proposed to correct unremediated material weaknesses, if theactionsare
not described in the accountant's communication.

375.1050. 1. As used in this section, "workpapers' are the records kept by the
independent certified public accountant of the procedures followed, the tests performed, the
information obtained and the conclusions reached pertinent to [his examination] such
accountant's audit of the financial statements of an insurer. Workpapers may include audit
planning documentation, work programs, analyses, memoranda, letters of confirmation and
representation, abstracts of company documents, [any communications between the accountant
and the insurer,] and schedules or commentaries prepared or obtained by the independent
certified public accountant in the course of [his examination] such accountant's audit of the
financial statements of an insurer and which [relate to his opinion thereof] support such
accountant's opinion.

2. Everyinsurer requiredtofilean audited financial report pursuant to sections 375.1025
to 375.1062 shall require the accountant to make available for review by the examiners of the
department of insurance, financial institutions and professional registration all workpapers
prepared in the conduct of [his examination] the accountant's audit and any communications
related to the audit between the accountant and the insurer, at the offices of the insurer, at the
department of insurance, financial institutions and professional registration or at any other
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reasonable place designated by the director. Theinsurer shall require that the accountant retain
the audit workpapers and communications until the department has filed a report on
examination covering the period of the audit, but no longer than seven yearsfrom the date of the
audit report.

3. Inthe conduct of any examination or review by the department examiners, it shall be
agreed that photocopiesof pertinent audit workpapers may be made and retai ned by the[director]
department. Such reviews by the [director or his] department examiners shall be considered
investigations and all working papers and communications obtained during the course of such
investigations shall be afforded the same confidentiality as other examination workpapers
generated by the department.

375.1052. 1. Uponwritten application of any insurer, thedirector may grant atemporary
exemption from compliance with sections 375.1025 to 375.1062 if the director finds, upon
review of the application, that compliance with sections 375.1025 to 375.1062 would constitute
afinancial or organizational hardship upon the insurer. An exemption may be granted at any
time and from time to time for a specified period or periods. Within ten days from adenial of
an insurer's written request for an exemption from sections 375.1025 to 375.1062, such insurer
may reguest inwriting ahearing on its application for an exemption. Such hearing shall be held
in accordance with the provisions of chapter 536, RSMo, pertaining to administrative hearing
procedures and shall be a public meeting as provided by subdivision (3) of section 610.010,
RSMo.

2. Domestic insurers:

(1) Retainingacertified public accountant on the effective date of this section who
qgualifies as independent shall comply with sections 375.1025 to 375.1062 for the year
ending December 31, 2009, and each year ther eafter unlessthedirector per mitsotherwise;

(2) Not retaining a certified public accountant on the effective date of this
regulation who qualifies asindependent

shall meet the following schedul e for compliance with sections 375.1025 to 375.1062 unlessthe
director permits otherwise:

[(1) Asof May 1, 1992, with respect to the calendar year ending on December 31, 1991,
each domestic insurer shall file with the director:

() Report of independent certified public accountant;

(b) Audited balance shest;

(c) Notesto audited balance sheet;

(2)] (a) Asof December 31, 2009, filewith thedirector an audited financial report;
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(b) For the year ending December 31, [1992] 2010, and each year thereafter, such
insurers shall file with the director al reports and communications required by sections
375.1025 to 375.1062.

3. Foreigninsurersshall comply with sections 375.1025 to 375.1062 for the year ending
December 31, 1992, and each year thereafter, unless the director permits otherwise.

4. Therequirements of subsection three of section 375.1037 shall be in effect for
audits of the year beginning January 1, 2010, and ther eafter.

5. Therequirements of section 375.1053 are to bein effect January 1, 2010. An
insurer or group of insurersthat is not required to have independent audit committee
members or only a majority but not a supermajority of independent audit committee
members, because the total written and assumed premium is below the threshold and
subsequently becomes subject to one of theindependence requirementsdueto changesin
premium shall have oneyear following theyear thethreshold isexceeded, but not earlier
than January 1, 2010, to comply with theindependencer equirements. Likewise, aninsurer
that becomes subject to one of the independence requirements as a result of a business
combination shall haveonecalendar year following thedate of acquisition or combination
to comply with the independence requirements.

6. The requirements of sections 375.1038, 375.1054, and 375.1056 are effective
beginning with thereporting period ending December 31, 2010, and each year ther eafter.
An insurer or group of insurersthat is not required to file a report because the total
written premiumisbelow thethreshold and subsequently becomessubject tothereporting
requirements shall have two years following the year the threshold is exceeded to file a
report. Likewise, an insurer acquired in a business combination shall have two calendar
years following the date of acquisition or combination to comply with the reporting
requirements.

375.1053. 1. Thissection shall not apply toforeign or alien insurerslicensed inthis
state or an insurer that isa SOX compliant entity or a direct or indirect wholly owned
subsidiary of a SOX compliant entity.

2. The audit committee shall be directly responsible for the appointment,
compensation, and oversight of the work of any accountant, including resolution of
disagr eementsbetween management and theaccountant regar dingfinancial reporting, for
the purpose of preparing or issuing the audited financial report or related work under
sections 375.1025 to 375.1062. Each accountant shall report directly to the audit
committee.
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3. Each member of theaudit committee shall beamember of theboard of directors
of theinsurer or a member of the board of directorsof an entity elected under subsection
6 of this section and subdivision (6) of section 375.1025.

4. In order tobeconsider ed independent for purposesof thissection, amember of
the audit committee shall not, other than in hisor her capacity asa member of the audit
committee, the board of directors, or any other board committee, accept any consulting,
advisory, or other compensatory feefrom theentity or bean affiliated per son of theentity
or any subsidiary thereof. However, if law requires board participation by otherwise
nonindependent member s, such law shall prevail and such member smay participateinthe
audit committee and be designated asindependent for audit committee purposes, unless
they are an officer or employee of theinsurer or one of its affiliates.

5. If amember of theaudit committee ceasesto beindependent for reasonsoutside
the member'sreasonable control, that person, with notice by the responsible entity tothe
state, may remain an audit committeemember of theresponsibleentity until theearlier of
the next annual meeting of the responsible entity or one year from the occurrence of the
event that caused the member to be no longer independent.

6. Toexercisetheelection of thecontrolling per son todesignatetheaudit committee
for purposesof sections375.1025t0 375.1062, theultimatecontrolling per son shall provide
written notice to the chief state insurance regulatory officials of the affected insurers.
Notification shall be made timely prior to the issuance of the statutory audit report and
include a description of the basisfor the election. The election can be changed through
noticeto thedirector by theinsurer, which shall include a description of the basisfor the
change. Theelection shall remain in effect for perpetuity, until rescinded.

7. (1) The audit committee shall require the accountant that performs for an
insurer any audit required by sections 375.1025 to 375.1062 to timely report to the audit
committee in accordance with the requirements of the auditing profession, including:

(&) All significant accounting policiesand material permitted practices;

(b) All material alternative treatments of financial information within statutory
accounting principlesthat have been discussed with management officials of theinsurer,
ramifications of the use of the alternative disclosures and treatments, and the treatment
preferred by the accountant; and

(c) Other material written communications between the accountant and the
management of the insurer, such as any management letter or schedule of unadjusted
differences.

(2) If aninsurer isamember of an insuranceholding company system, thereports
required by subdivision (1) of this subsection may be provided to the audit committee on
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an aggregate basis for insurers in the holding company system; provided that any
substantial differencesamonginsurersin thesystem areidentified totheaudit committee.

8. Theproportion of independent audit committee member s shall meet or exceed
thefollowing criteria:

(1) If theinsurer wrote direct and assumed premiums of zero to three hundred
million dollars during the prior calendar year, no minimum requirements are required
regarding the number or proportion of audit committee members who shall be
independent;

(2) If theinsurer wrotedirect and assumed premiums of threehundred million to
five hundred million dollars during the prior calendar year, at least a majority of the
member s of the audit committee shall be independent; and

(3) If the insurer wrote direct and assumed premiums of five hundred million
dollars or more during the prior calendar year, a supermajority of at least seventy-five
per cent of the members of the audit committee shall be independent.

9. An insurer with direct written and assumed premium, excluding premiums
reinsured with the Federal Crop Insurance Cor poration and Federal Flood Program, less
than five hundred million dollars may make application to thedirector for awaiver from
the requirements of this section based upon hardship. The insurer shall file, with its
annual statement filing, the approval for relief from this section with the statesthat it is
licensed in or doing businessin and the NAIC. If thenondomestic state acceptselectronic
filingwith theNAIC, theinsurer shall filetheapproval in an electronic for mat acceptable
tothe NAIC.

375.1054. 1. Nodirector or officer of an insurer shall, directly or indirectly:

(1) Make or cause to be made a materially false or misleading statement to an
accountant in connection with any audit, review, or communication required under
sections 375.1025 to 375.1062; or

(2) Omit to state, or cause another person to omit to state, any material fact
necessary in order to make statementsmade, in light of thecircumstancesunder which the
statements were made, not misleading to an accountant in connection with any audit,
review, or communication required under sections 375.1025 to 375.1062.

2. No officer or director of an insurer, or any other person acting under the
direction thereof, shall directly or indir ectly takeany action to coer ce, manipulate, mislead,
or fraudulently influence any accountant engaged in the performance of an audit under
sections 375.1025 to 375.1062 if such person knew or should have known that the action,
if successful, could result in rendering the insurer's financial statements materially
misleading.
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3. For purposes of subsection 2 of this section, actions that, " if successful, could
result in rendering theinsurer'sfinancial statementsmaterially misleading” include, but
arenot limited to, actions taken at any time with respect to the professional engagement
period to coer ce, manipulate, mislead, or fraudulently influence an accountant:

(1) Toissueor reissue areport on an insurer's financial statements that is not
warranted in the circumstances, due to material violations of statutory accounting
principles prescribed by the director, generally accepted auditing standards, or other
professional or regulatory standards,

(2) Not to perform audit, review, or other procedures required by generally
accepted auditing standardsor other professional standards;

(3) Not towithdraw an issued report; or

(4) Not to communicate mattersto an insurer'saudit committee.

4. Any violation of any provision of this section is a level three violation under
section 374.049, RSMo.

375.1056. 1. Every insurer required to file an audited financial report under
sections 375.1025 to 375.1062 that has annual direct written and assumed premiums,
excluding premiumsreinsured with the Federal Crop I nsurance Cor poration and Feder al
Flood Program, of five hundred million dollars or more shall prepare a report of the
insurer'sor group of insurers internal control over financial reporting, assuch termsare
defined in section 375.1025. The report shall be filed with the director along with the
communication of internal control related matters noted in an audit described under
section 375.1047. Management'sreport of internal control over financial reporting shall
be as of December thirty-first immediately preceding.

2. Notwithstanding the premium threshold in subsection 1 of this section, the
director may require an insurer to file management's report of internal control over
financial reportingif theinsurer isin any RBC level event, or meetsany oneor moreof the
standardsof an insurer deemed to bein hazardousfinancial condition asdefined in rules
adopted by thedirector.

3. Aninsurer or agroup of insurersthat is:

(1) Directly subject to Section 404,

(2) Part of a holding company system whose parent isdirectly subject to Section

(3) Not directly subject to Section 404 but isa SOX compliant entity; or
(4) A member of aholding company system whose parent isnot directly subject to
Section 404 but isa SOX compliant entity
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may file its or its parent's Section 404 report and an addendum in satisfaction of the
requirement of this section, provided that thoseinternal controls of theinsurer or group
of insurers having a material impact on the preparation of the insurer's or group of
insurers audited statutory financial statements, namely those items included in
subdivisions 2 to 6 of subsection 2 of section 375.1032, were included in the scope of the
Section 404 report. Theaddendum shall beapositivestatement by management that there
are no material processes with respect to the preparation of the insurer's or group of
insurers audited statutory financial statements excluded from the Section 404 report. If
thereareinternal controlsof theinsurer or group of insurersthat havea material impact
on the preparation of the insurer's or group of insurers audited statutory financial
statements and those internal controls were not included in the scope of the Section 404
report, theinsurer or group of insurersmay either fileareport under thissection, or the
Section 404 report and a report under this section for thoseinternal controlsthat have a
material impact on thepreparation of theinsurer'sor group of insurers audited statutory
financial statements not covered by the Section 404 report.

4. Management'sreport of internal control over financial reporting shall include:

(1) A statement that management isresponsiblefor establishing and maintaining
adequate internal control over financial reporting;

(2) A statement that management has established internal control over financial
reporting and an assertion, to the best of management's knowledge and belief, after
diligent inquiry, asto whether itsinternal control over financial reporting is effective to
provide reasonable assurance regarding the reliability of financial statements in
accor dance with statutory accounting principles;

(3) A statement that briefly describes the approach or processes by which
management evaluated theeffectivenessof itsinter nal control over financial reporting; and

(4) A statement that briefly describes the scope of work that is included and
whether any internal controlswere excluded;

(5) Disclosur eof any unremediated material weaknessesin theinter nal contr ol over
financial reporting identified by management as of December thirty-first immediately
preceding. Management is not permitted to conclude that the internal control over
financial reporting iseffectiveto providereasonableassuranceregarding thereliability of
financial statementsin accordance with statutory accounting principlesif thereisone or
mor e unremediated material weaknessesin itsinternal control over financial reporting;

(6) A statement regardingtheinherent limitationsof internal control systems; and

(7) Signaturesof the chief executive officer and the chief financial officer, or the
equivalent position or title.
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5. Management shall document and make available upon financial condition
examination thebasisupon which itsassertionsrequired in subsection 4 of thissection are
made. Management may base its assertions, in part, upon its review, monitoring and
testing of internal controlsundertaken in thenormal courseof itsactivities. M anagement
shall have discretion as to the nature of the internal control framework used, and the
nature and extent of documentation, in order to make its assertion in a cost-effective
manner and, as such, may include assembly of or reference to existing documentation.
Management'sreport on internal control over financial reporting, required by subsection
1 of thissection, and any documentation provided in support thereof during the cour se of
afinancial condition examination, shall be kept confidential by the department.

6. No officer responsible for financial reporting may be a member of the audit
committee.

375.1057. 1. Inthe case of Canadian and British insurers, the annual audited financial
report shall be defined as the annual statement of total business on the form filed by such
companies with their [domiciliary supervisory] supervision authority duly audited by an
independent chartered accountant.

2. For such Canadian and British insurers, the letter required by subsection 2 of section
375.1035 shall state that the accountant is aware of the requirements relating to the annual
audited financial report filed with the director pursuant to section 375.1030 and shall affirm that
the opinion expressed is in conformity with such requirements.

376.428. 1. A group policy delivered or issued for delivery in this state [on or after one
hundred twenty days following September 28, 1985, by an insurance company, health service
corporation or health mai ntenance organization] by ahealth carrier or health benefit plan, as
defined in section 376.1350, whichinsuresemployeesor membersand their eligible dependents
for hospital, surgical or major medical insurance on an expense-incurred or service basis, other
thanfor specific diseasesor for accidental injuriesonly, shall providethat empl oyeesor members
whose coverage under the group policy, which includes coverage for their eligible dependents,
would otherwise terminate because of termination of employment or membership shall be
entitled to continue their hospital, surgical or major medical coverage, including coverage for
their eligible dependents, under that group policy [subject to thefollowing termsand conditions:

(1) Continuation shall only be available to an employee or member who has been
continuously insured under the group policy, and for similar benefits under any group policy
which it replaced, during the entire three-month period ending with such termination. If
employment is reinstated during the continuation period, then coverage under the group policy
will be reinstated for the employee and any dependents who were covered under continuation;
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(2) Continuation shall not be available for any person covered under the group policy
who isor could be covered by Medicare, nor any person whoisor could be covered by any other
insured or uninsured arrangement which provides hospital, surgical or major medical coverage
for individualsin agroup and under which the person was not covered immediately prior to such
termination;

(3) Continuation need not include dental, vision careor prescription drug benefitsor any
other benefits provided under the group policy in addition to its hospital, surgical or major
medical benefits, but continuation must include maternity benefitsif those benefitsare provided
under the group policy;

(4) Theemployee or member must request such continuationinwriting withinthirty-one
days of the date coverage would otherwise terminate and must pay to the group policyholder, on
amonthly basis, the amount of contribution required to continue the coverage. Such premium
contribution shall not be more than the group rate of the insurance being continued on the due
date of each payment; but, if any benefits are omitted as provided by subdivision (3) of this
subsection, such premium contribution shall be reduced accordingly. The employee's or
member'swritten request for continuation, together with thefirst required premium contribution,
must be given to the group policyholder within thirty-one days of the date the coverage would
otherwise terminate. Employers must notify their employees and members, in writing, of the
duties of such employees and members under this subdivision no later than the date on which
coverage would otherwise terminate;

(5) Continuation of coverage under the group policy for any covered person shall
terminate upon failure to satisfy subdivision (2) of this subsection or, if earlier, at the first to
occur of the following:

() The date nine months after the date the employee's or member's coverage under the
group would have terminated because of termination of employment or membership;

(b) If the employee or member fails to make timely payment of a required premium
contribution, the end of the period for which contributions were made;

(c) Thedate on which the group policy isterminated or, in the case of an employeg, the
date the employer terminates participation under a group policy. However, if this condition
applies and the coverage ceasing by reason of termination isreplaced by similar coverage under
another group policy, then:

a The employee or member shall have the right to become covered under that other
group policy for the balance of the period that he would have remained covered under the prior
group policy in accordance with the conditions of this section;
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b. The minimum level of benefits to be provided by the other group policy shall be the
applicablelevel of benefits of the prior group policy reduced by any benefits payable under that
prior policy; and

c. Theprior group policy shall continue to provide benefits to the extent of its accrued
liabilitiesand extensions of benefitsasif thereplacement had not occurred] in the samemanner
as continuation of coverageisrequired under the continuation of coverage provisions set
forth in the federal Consolidated Omnibus Budget Reconciliation Act (COBRA), as
amended.

2. The spouse of an employee or member whose coverage under the group policy would
otherwise terminate due to dissolution of marriage or death of the employee or member shall
have the same continuation privilege accorded under sections 376.421 to 376.442, 376.694 to
376.696, and 376.779 to the employee or member upon termination of employment or
membership.

3. The right to a converted policy pursuant to sections 376.395 to 376.404 for an
employee or member entitled to continuation of coverage under sections 376.421 to 376.442,
376.694 to 376.696, and 376.779 shall commence upon termination of the continued coverage
provided for in sections 376.421 to 376.442, 376.694 to 376.696, and 376.779.

4. Thissection shall only apply to those persons who are not subject to the continuation
and conversion provisions set forth in Title I, Subtitle B, Part 6 of the Employment Retirement
Income Security Act of 1974 or Title XXII of the Public Health Service Act, as said acts were
in effect on January 1, 1987.

376.502. 1. Nolifeinsurance company doing businesswithin this state shall deny
or refuse to accept an application for life insurance, refuse to renew, cancel, restrict, or
otherwise terminate a policy of lifeinsurance, or charge a different ratefor the samelife
insurance cover age, based upon the applicant's or insured's past or future lawful travel
destinations. Nothingin thissection shall prohibit alifeinsurance company from denying
an application for lifeinsurance, or restrictingor chargingadifferent premium or ratefor
coverage under such a policy based on a specific travel destination where the denial,
restriction, or rate differential is based upon sound actuarial principlesor isrelated to
actual or reasonably anticipated experience.

2. A violation of the provisions of this section shall be unfair trade practice as
defined by sections 375.930 to 375.948, RSM o, and shall be gover ned by and subject to all
of the provisions and penalties provided by such sections.

3. Theprovisions of this section shall apply to any lifeinsurance policy issued or
renewed on or after August 28, 2009.

379.1300. Asused in sections 379.1300 to 379.1350, the following terms shall mean:
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(1) "Affiliated company"”, any company in the same corporate system as a parent, an
industrial insured, or amember organization by virtue of common ownership, control, 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 aform acceptabl e to the director on
companies transacting the business of insurance in such jurisdiction;

(3) "Annuity", acontract issued for avaluabl e consideration under which the obligations
are assumed with respect to periodic paymentsfor aspecified term or termsor wherethe making
or continuance of al or of some of such payments, or the amount of any such payments, is
dependent upon the continuance of human life;

(4) "Association”, any legal association of individuals, corporations, limited liability
companies, partnerships, associations, or other entitiesthat has been in continuous existence for
a 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 to vote all of the outstanding voting securities of
an association captive insurance company incorporated as a stock insurer; or

(b) Have complete voting control over an association captive insurance company
incorporated as amutual insurer; or

(c) Constitute all of the subscribers of an association captive insurance company
formed asareciprocal insurer;

(5) "Association captive insurance company”, any company that insures risks of the
member organizationsof the association and their affiliated compani es; except that, association
captive insurance company shall not include, without limitation, any reciprocal insurer
that hasnot chosen to apply for and isnot licensed as a captive insurance company under
section 379.1302;

(6) "Branch business’, any insurance business transacted by abranch captive insurance
company in this state;

(7) "Branch captiveinsurance 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 abranch captiveinsurance company
in this state;

(9) "Captive insurance company”, any pure captive insurance company, association
captiveinsurance company, or industrial insured captive insurance company formed or licensed
under sections 379.1300 to 379.1350. For purposes of sections 379.1300 to 379.1350, abranch
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captiveinsurance company shall beapure captiveinsurance company with respect to operations
in this state, unless otherwise permitted by the director;

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

(8) That isnot in the corporate system of a parent and affiliated companies;

(b) That hasanexisting contractual relationship with aparent or affiliated company; and

() Whose risks are managed by a pure captive insurance company in accordance with
section 379.1338;

(11) "Director", the director of the department of insurance, financial institutions and
professional registration;

(12) "Excess workers compensation insurance”, in the case of an employer that has
insured or self-insured its workers compensation risks in accordance with applicable state or
federal law, insurancein excess of a specified per-incident or aggregate limit established by the
director;

(13) "Industrial insured”, an insured:

(& Who procures the insurance of any risk or risks by use of the services of afull-time
employee acting as an insurance manager or buyer;

(b) Whose aggregate annual premiumsfor insuranceon all riskstotal at |east twenty-five
thousand dollars; and

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

(14) "Industrial insured captive insurance company", any company that insures risks of
theindustrial insuredsthat comprisetheindustrial insured group and their affiliated companies;

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

(& Own, control, or hold with power to vote all of the outstanding voting securities of
an industrial insured captive insurance company incorporated as a stock insurer; or

(b) Have complete voting control over anindustrial insured captive insurance company
incorporated 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
anonprofit corporation with members,

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

(a) Securitiesof apure captive insurance company organized as astock corporation; or

(b) Membership interests of a pure captive insurance company organized as anonprofit
corporation;
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(19) "Pure captiveinsurance company", any company that insuresrisks 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 alicenseto
do any and al 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 captive insurance company shall insure any risks other than those of its
parent and affiliated companies or 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,

(3) Noindustria insured captive insurance company shall insure any risks other than
those of the industrial insureds that comprise the industrial insured group and their affiliated
companies,

(4) No captiveinsurance company shall provide personal motor vehicle or homeowner's
insurance coverage or any component thereof;

(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 laws of
the state having jurisdiction over the transaction. Any captive insurance company, unless
prohibited by federal law, may reinsure workers compensation of a qualified self-insured plan
of its parent and affiliated companies, provided that sections 379.1300 to 379.1350 shall not
divest the division of workers compensation of any jurisdiction, as authorized by law, over
workers' compensation self-insured plans;

(7) Any captive insurance company which insures life and accident and health risks
described in section 376.010, RSMo, and subdivision (4) of subsection 1 of section 379.010,
shall comply with all applicable state and federal laws; and

(8) No captiveinsurance company shall transact business as arisk retention group under
sections 375.1080 to 375.1105, RSMo.

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

(1) It first obtains from the director alicense authorizing it to do insurance businessin
this state;

(2) Itsboard of directors[or] , committee of managers, or in the case of areciprocal
insurer, itssubscribers advisory committee, holds at |east one meeting each year in thisstate;

(3) It maintainsits principa place of businessin this state; and
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(4) 1t appoints aregistered agent to accept service of process and to otherwise act on its
behalf in this state; provided that, whenever such registered agent cannot with reasonable
diligencebefound at the regi stered office of the captiveinsurance company, the secretary of state
shall be an agent of such captiveinsurance company upon whom any process, notice, or demand
may be served[; and

(5) It holdsat 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:

(&) Filewith the director a certified copy of its organizational documents, a statement
under oath of its president and secretary showingitsfinancial condition, and any other statements
or documents required by the director; and

(b) Submit to the director for approval a description of the coverages, deductibles,
coverage limits, and rates, together with such additional information as the director may
reasonably require. In the event of any subsequent material change in any item in such
description, the captive insurance company shall submit to the director for approval an
appropriate revision and shall not offer any additional kinds of insuranceuntil arevision of such
descriptionisapproved by thedirector. The captiveinsurance company shall informthedirector
of any material change in 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:

(8 The amount and liquidity of its assets relative to the risks to be assumed,;

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

(c) Theoverall soundness of its plan of operation;

(d) The adequacy of the loss prevention programs of its insureds; and

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

(3) Information submitted under this subsection 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:

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

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

b. Theinformation sought is unavailable from other nonconfidential sources; and
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c. A subpoenaissued by ajudicial 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 apublic
officer having jurisdiction over the regulation of insurance in another state, provided that:

a. Such public official shall agree in writing to maintain the confidentiality of such
information;

b. Thelaws of the state in which such public official servesrequire such information to
be and to remain confidential; and

(c) The director may disclose information to the director of the division of workers
compensation regarding any captive insurance company issuing excess workers compensation
insurance provided that the director for the division of workers compensation agreesin writing
to maintain the confidentiality of such information provided by the director.

(4) Each captiveinsurance company shall pay to the director anonrefundablelicensefee
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. The provisions 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. Inaddition, each captiveinsurance company shall pay arenewal feefor each year
thereafter of seven thousand five hundred dollars. Each captiveinsurance company may deduct
the license and renewal fee paid from the premium taxes payable under section 379.1326.

(5) If the director is satisfied that the documents and statements that such captive
insurance company has filed comply with the provisions of sections 379.1300 to 379.1350, the
director may grant alicense authorizing it to do insurance businessin this state until April first,
which license may be renewed.

379.1310. 1. A pure captiveinsurance company may beincorporated as a stock insurer
with its capital divided into shares and held by the stockhol ders 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:

(1) Incorporated as a stock insurer with its capital divided into shares and held by the
stockholders,

(2) Incorporated asamutual insurer without capital stock, the governing body of which
is elected by itsinsureds; [or]

(3) Organized as a manager-managed limited liability company; or
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(4) Organized as a reciprocal insurer in accordance with sections 379.650 to
379.790.

3. A captiveinsurance company incorporated or organizedinthisstate shall havenot less
than threeincorporators or three organizers of whom not less than one shall be aresident of this
state.

4. Inthe case of a captive insurance company:

(1) Formed as a corporation, before the articles of incorporation are transmitted to the
secretary of state, the incorporators shall petition the director to issue a certificate setting forth
the director's finding that the establishment and maintenance of the proposed corporation will
promote the general good of the state. In arriving at such afinding the director shall consider:

(&) The character, reputation, financial standing and purposes of the incorporators,

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

(c) Such other aspects as the director shall deem advisable.

Thearticlesof incorporation, such certificate, and the organi zation fee shall betransmitted to the
secretary of state, who shall thereupon record both the articles of incorporation and the
certificate;

(2) Formed as a limited liability company, before the articles of organization are
transmitted to the secretary of state, the organizersshall petition thedirector to issueacertificate
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 afinding, the director
shall consider the items set forth in paragraphs (a) to (c) of subdivision (1) of this subsection;

(3) Formed asareciprocal insurer, theorganizer sshall petition thedirector toissue
a certificate setting the director's finding that the establishment and maintenance of the
proposed association will promote the general good of the state. In arriving at such a
findingthedirector shall consider theitemsset forth in paragraphs(a) to(c) of subdivision
(2) of thissubsection.

5. Thecapital stock of acaptiveinsurance company incorporated as astock insurer may
be authorized with no par value.

6. In the case of a captive insurance company:

(1) Formed asacorporation, at |east one of the members of the board of directors shall
be aresident of this state;

(2) Formed asalimited liability company, at |east one of the managersshall bearesident
of this state;

(3) Formed asareciprocal insurer, at least one of the member s of the subscribers
advisory committee shall be aresident of this state.
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7. Other than captive insurance companies formed as limited liability companies under
chapter 347, RSMo, or as nonprofit corporations under chapter 355, RSMo, captive insurance
companiesformed as corporationsunder sections 379.1300to 379.1350 shall havethe privileges
and be subject to chapter 351, RSMo, aswell asthe applicable provisions contained in sections
379.1300 to 379.1308. In the event of conflict between the provisions of such general
corporation law and sections 379.1300t0 379.1350, sections 379.1300t0 379.1350 shall contral.

8. Captive insurance companies formed under sections 379.1300 to 379.1350:

(1) As limited liability companies shall have the privileges and be subject to the
provisions of chapter 347, RSMo, as well as the applicable provisions contained in sections
379.1300 to 379.1350. In the event of a conflict between chapter 347, RSMo, and sections
379.1300 to 379.1350, sections 379.1300 to 379.1350 shall control; or

(2) Asnonprofit corporations shall have the privileges and be subject to the provisions
of chapter 355, RSMo, as well as the applicable provisions contained 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, RSMo, section 375.908, RSM o, sections 379.980
to 379.988, and chapter 382, RSMo, pertaining to mergers, consolidations, conversions,
mutualizations, redomestications, and mutual holding companies shall apply in determining the
proceduresto befollowed by captiveinsurance companiesin carrying out any of thetransactions
described therein; except that:

(1) Thedirector may waive or modify the requirementsfor public notice and hearingin
accordance with rules which the director may adopt addressing categories of transactions. If a
notice of public hearing isrequired, but no one requests a hearing, then the director may cancel
the hearing;

(2) Anadlieninsurer may be aparty to amerger or a redomestication authorized under
this subsection, if approved by the director.

10. Thearticles of incorporation or bylaws of a captive insurance company formed as
a corporation may authorize a quorum of its board of directors to consist of no fewer than
one-third of the full board of directors determined, provided that a quorum shall not consist of
fewer than two directors.

11. Captive insurance companies formed as reciprocal insurers under the
provisions of sections 379.1300 to 379.1350 shall havethe privileges and be subject to the
provisionsof sections379.650t0379.790in addition totheapplicableprovisionsof sections
379.1300 to 379.1350. I n the event of a conflict between the provisions of sections 379.650
to 379.790 and the provisions of sections 379.1300 to 379.1350, the latter shall control, to
theextent areciprocal insurer ismadesubject toother provisionsof chapters374, 375, and



H.C.S. H.B. 777 56

83
84
85
86
87
88
89
90

© 00N O~ WN

N NDNDNNMNMNDNNNNNMNNRPEPEPRPEPEPRPEPEPRERPPREPERE
0O ~NO O D WONPFP O OO ~NO Ol dWDNPE O

379 under sections 379.650 to 379.790, such provisions shall not be applicable to a
reciprocal insurer formed under sections 379.1300 to 379.1350 unless such provisionsare
expressly made applicable to captive insurance companies under sections 379.1300 to
379.1350.

12. The subscribers agreement or other organizing document of a captive
insurance company formed as a reciprocal insurer may authorize a quorum of its
subscribers advisory committeeto consist of no fewer than one-third of the number of its
members.

379.1326. 1. Each captive insurance company shall pay to the director of revenue, on
or before May first of each year, a premium tax at the rate of thirty-eight-hundredths of one
percent on the first twenty million dollars and two hundred eighty-five-thousandths of one
percent on the next twenty million dollars and nineteen-hundredths 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 captiveinsurance company during the year ending December thirty-first next preceding, after
deducting from thedirect premiumssubject to thetax the amountspaid to policyholdersasreturn
premiumswhich shall includedividends on unabsorbed premiumsor premium depositsreturned
or credited to policyholders; provided, however, that no tax shall be due or payable as to
considerations received for annuity contracts.

2. Each captiveinsurance company shall pay to the director of revenue on or before May
first of each year apremium tax at the rate 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 percent on the next twenty million dollars and
twenty-four-thousandths of one percent of each dollar thereafter. However, no reinsurance
premium tax appliesto premiums for risks or portions of risks which are subject to taxation on
adirect basis under subsection 1 of this section. No reinsurance premium tax shall be payable
in connection with the receipt of assetsin exchangefor the assumption of lossreservesand other
liabilities of another insurer under common ownership and control if such transaction is part of
aplan to discontinue the operations of such other insurer, and if theintent of the partiesto such
transaction isto renew or maintain such business with the captive insurance company.

3. The annual minimum aggregate tax to be paid by a captive insurance company
calculated under subsections 1 and 2 of thissection shall be seven thousand five hundred dollars,
and the annual maximum aggregate tax shall be two hundred thousand dollars.

4. Every captive insurance company shall, on or before February first each year, make
areturn on aform provided by the director, verified by the affidavit of the company's president
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and secretary or other authorized officers, to the director stating the 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,
the director of the department of insurance, financial institutions and professional registration
shall verify the same and certify the amount of tax due from the various companies on the basis
and at the rate provided in subsections 1 to 3 of this section, and shall certify the same to 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 captive insurance company failing to make returns as required by subsection 4 of
this section or failing to pay within the time required all taxes assessed by this section shall be
subject to the provisions of sections 148.375 and 148.410, RSMo.

6. Two or more captiveinsurance companiesunder common ownership and control shall
be taxed as though they were a single captive insurance company.

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

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

(2) Inthe case of mutual or nonprofit corporations, the direct or indirect ownership of
eighty percent or more of the surplus and the voting power of two or more corporations by the
same member or members.

8. Thetax provided for inthissection shall constitute all taxes collectible under thelaws
of this state from any captive insurance company, and no other occupation tax or other taxes
shall belevied or collected from any captive insurance company by the state or any county, city,
or municipality within this state, except ad valorem taxes on real and personal property used in
the production of income.

9. [The state treasurer shall annually transfer the premium tax revenues collected under
thissectiontothegeneral revenuefund, except asprovided in section 379.1332] Upon receiving
thetaxescollected under thissection from thedirector of revenue, the statetreasurer shall
receipt ten percent thereof into the insurance dedicated fund established under section
374.150, RSMo, subject to a maximum of three percent of the current fiscal year's
appropriation from such fund, and he or she shall place the remainder of such taxes
collected to the general revenue fund of the state.

10. The tax provided for in this section shall be calculated on an annua basis,
notwithstanding policies or contracts of insurance or contracts of reinsurance issued on a
multiyear basis. In the case of multiyear policiesor contracts, the premium shall be prorated for
purposes of determining the tax under this section.
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11. A captiveinsurance company may deduct from premium taxes payable to this state,
in addition to all other credits allowed by law, license fees and renewal fees payable under
section 379.1302. A deduction for fees which exceeds a captive insurance company's premium
tax liability for the same tax 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.

379.1332. 1. (1) Theinsurance dedicated fund under section 374.150, RSMo, shall be
adequately funded through the collection of fees and taxes for the purpose of providing the
financial means for the director of the department of insurance, financial institutions and
professiona registration to administer sections 379.1300 to 379.1350 and for reasonable
expenses incurred in promoting the captive insurance industry in Missouri. All fees and
assessmentsreceived by the department for the administration of sections 379.1300to 379.1350
shall bepaidintothefund. [Inaddition, thetransfer 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 to the insurance dedicated fund for the administration of
sections 379.1300to0 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 feesreceived by the department
from reinsurerswho assumerisk solely from captive insurance companies and are subject to the
provisions of section 375.246, RSMo, shall be deposited into the insurance dedicated fund.

(2) All payments from the insurance dedicated fund for the maintenance of staff and
expenses associated with the administration of sections 379.1300 to 379.1350, including
contractual services as necessary, shall be disbursed from the state treasury only upon warrants
issued by the director, after receipt of proper documentation regarding services rendered and
expenses incurred.

2. The director may anticipate receipts to the insurance dedicated fund through the
administration of sections 379.1300 to 379.1350 and issue warrants based thereon.

379.1339. 1. An association captive insurance company or industrial insured
captiveinsurance company formed asa stock or mutual cor poration may be converted to
or merged with and into a reciprocal insurer in accordance with a plan therefor and the
provisions of this section.

2. Any plan for such conversion or merger shall provideafair and equitable plan
for purchasing, retiring, or otherwise extinguishing the interests of the stockholdersand
policyholdersof astock insurer, and the membersand policyholders of amutual insurer,
including a fair and equitable provision for the rights and remedies of dissenting
stockholders, members, or policyholders.
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3. Inthe case of a conversion authorized under subsection 1 of this section:

(1) Such conversion shall be accomplished under such reasonable plan and
procedureasmay be approved by thedirector; provided, however, that thedirector shall
not approve any such plan of conversion unless such plan:

(a) Satisfiesthe provisionsof subsection 2 of this section;

(b) Providesfor a hearing, of which notice is given or to be given to the captive
insurance company, its directors, officers, and policyholders, and in the case of a stock
insurer, its stockholders, and in the case of a mutual insurer, its members, all of which
persons shall beentitled to attend and appear at such hearing; provided, however, that if
notice of ahearingisgiven and nodirector, officer, policyholder, member, or stockholder
requests a hearing, thedirector may cancel such hearing;

(c) Providesafair and equitable plan for the conversion of stockholder, member,
or policyholder interests into subscriber interests in the resulting reciprocal insurer
substantially proportionateto the corresponding interestsin the stock or mutual insurer;
provided, however, that thisrequirement shall not precludetheresultingreciprocal insurer
from applying underwriting criteria that could affect ongoing owner ship interests; and

(d) Isapproved:

a. In the case of a stock insurer, by a majority of the shares entitled to vote
represented in person or by proxy at a duly called regular or special meeting at which a
quorum is present; and

b. In the case of a mutual insurer, by a majority of the voting interests of
policyholder srepresented in person or by proxy at aduly called regular or special meeting
thereof at which a quorum is present;

(2) Thedirector shall approvesuch plan of conversion if thedirector findsthat the
conversion will promote the general good of the statein confor mity with those standards
set forth in subdivision (1) of subsection 4 of section 379.1310;

(3) If the director approves the plan, the director shall amend the converting
insurer'scertificateof authority toreflect conversiontoareciprocal insurer and issuesuch
amended certificate of authority to the company's attor ney-in-fact;

(4) Upontheissuanceof an amended certificateof authority of areciprocal insurer
by the director, the conversion shall be effective; and

(5) Upon the effectiveness of such conversion the corporate existence of the
convertinginsurer shall ceaseand theresultingreciprocal insurer shall notify thesecretary
of state of such conversion.

4. A merger authorized under subsection 1 of this section shall be accomplished
substantially in accor dancewith such procedur esand plan of merger adopted by theboard
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of directors of the captive insurance company and as authorized by the director; except
that, solely for purposes of such merger:

(1) Theplan of merger shall satisfy the provisions of subsection 2 of this section;

(2) Thesubscribers advisory committeeof areciprocal insurer shall beequivalent
to the board of directorsof a stock or mutual insurance company;

(3 The subscribers of a reciprocal insurer shall be the equivalent of the
policyholders of a mutual insurance company;

(4) If asubscribers advisory committeedoesnot haveapresident or secretary, the
officers of such committee having substantially equivalent duties shall be deemed the
president or secretary of such committee;

(5) Thedirector shall approvethe articles of merger if thedirector findsthat the
merger will promotethe general good of the statein confor mity with those standar ds set
forth in subdivision (1) of subsection 4 of section 379.1310. If the director approvesthe
articles of merger, the director shall endorse the director's approval thereon and the
survivinginsurer shall present thesameto the secretary of state at the secretary of state's
office;

(6) Notwithstanding section 379.1306, the director may permit the formation,
without surplus, of a captive insurance company organized as a reciprocal insurer into
which an existing captiveinsurancecompany may bemer ged for the pur poseof facilitating
atransaction under thissection; provided, however, that there shall be no morethan one
authorized insurance company surviving such merger; and

(7) Analieninsurer may beaparty to a merger authorized under subsection 1 of
thissection; provided that such alien insurer shall betreated asaforeign insurer and such
other jurisdictions shall be the equivalent of a state.

5. To the extent such effects are not inconsistent with the provisions of sections
379.1300 to 379.1350, a conversion or merger under this section shall have all of the
following effects:

(1) The several insurers which are parties to the agreement of merger or
consolidation shall beasingleinsurer which such singleinsurer shall haveall of therights,
privileges, immunities, and powers and shall be subject to all of the dutiesand liabilities
of an insurer organized under sections 379.1300 to 379.1350;

(2) Such single insurer shall thereupon and thereafter possess all the rights,
privileges, immunities, powers, and franchises of a public aswell asof a private nature of
each of theinsurerssomer ged or consolidated; and all property, real, per sonal, and mixed,
and all debtsdue on whatever account, including subscriptionsto shares of capital stock,
and all other chosesin action and all and every other interest of or belongingto or dueto
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each of theinsurer ssomer ged or consolidated shall betaken and deemed tobetransferred
to and vested in such singleinsurer without further act or deed; and thetitleto any real
estate, or any interest therein, under the laws of this state vested in any of such insurers
shall not revert or bein any way impaired by reason of such merger or consolidation; and

(3) Such single insurer shall thenceforth be responsible and liable for all the
liabilities and obligations of each of the insurers so merged or consolidated in the same
manner and to the same extent asif such single insurer had itself incurred the same or
contracted therefor; and any claim existing or action or proceeding pending by or against
any of such insurersmay be prosecuted tojudgment asif such merger or consolidation had
not taken place. Neither therightsof creditorsnor any liensupon theproperty of any such
insurersshall beimpaired by such merger or consolidation, but such liensshall belimited
to the property upon which they wereliensimmediately prior to the time of such merger
or consolidation, unless otherwise provided in the agreement of merger or consolidation.

379.1373. 1. Activities of a SPLRC must be limited to those necessary to accomplish
its purpose as outlined in its plan of operation.

2. The name must not be deceptively similar to or likely to be confused with another
existing business name registered in the state.

3. The SPLRC must have at least three incorporators or organizers of whom not fewer
than [two] one must be [residents] a resident of the state.

4. Thecapital stock of a SPLRC incorporated as a stock company must be issued at not
less than par value.

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

(1) Permitted investments,

(2) Lettersof credit [issued without recourse to the SPLRC];

(3) Financia guarantee policies issued for the sole benefit of the ceding company
[without recourse to the SPLRC] by an insurer having arating of no lessthan AAA by Standard
and Poor's or lessthan AAA by Moody's Investor Service; and

(4) Surety bondsissued for the sole benefit of the ceding company [without recourseto
the SPLRC] by an insurer having arating of no lessthan AAA by Standard and Poor's or no less
than AAA by Moody's Investors Service.

2. (1) The assets of a SPLRC shall be valued in the same manner as the assets of a
Missouri domestic life insurer[. Notwithstanding the preceding, the director may by order
authorize aSPLRC to value one or more of its assets through an alternative method] ; however,
letter sof credit, financial guarantee policies, and surety bondsissued without recourseto
theSPLRC, or with recour setothe SPLRC with apriority no higher than afforded to class
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7 claimsunder section 375.1218, RSMo, shall be valued asfollows. Letters of credit shall be
valued at the amount available for drawings by the SPLRC or its ceding company as of thetime
of valuation. A financial guarantee policy shall be valued at the amount available to pay
aggregate claims as of the time of valuation. A surety bond shall be valued at the amount
available to pay aggregate claims as of the time of valuation.

(2) Notwithstandingthe preceding, thedirector may by order authorizea SPLRC
to value one or more of itsassets through an alternative method.

379.1412. 1. Each SPLRC shall pay to the director of revenue on or before May first of
each year a premium tax at the rate 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-ei ght thousandths of one
percent on the next twenty million dollars and twenty-four thousandths of one percent of each
dollar thereafter. No reinsurance premium tax shall be payable in connection with the receipt
of assetsin exchange for the assumption of loss reserves and other liabilities of another insurer
under common ownership and control if such transaction is part of a plan to discontinue the
operations of such other insurer, and if the intent of the parties to such transaction is to renew
or maintain such business with the captive insurance company.

2. The premium tax imposed by subsection 1 of this section shall constitute all taxes
collectible under the laws of this state from any SPLRC, and no other occupation tax or other
taxesshall belevied or collected from any captiveinsurance company by the state or any county,
city, or municipality within this state, except ad val orem taxeson real and personal property used
in the production of income.

3. The annual minimum aggregate 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 aggregate tax shall be two hundred thousand dollars.

4. A SPLRC may deduct from premium taxes payable to 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 fees which exceeds a
SPLRC's premium tax liability for the same tax year shall not be refundable, but may be carried
forward to any subsequent tax year, not to exceed five years, until the full deductionis claimed.

5. Every SPLRC shall, on or before February first each year, make a return on aform
provided by the director, verified by the affidavit of the company's president and secretary or
other authorized officers, to the director stating the 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, the director shall verify the
same and certify the amount of tax due from the various companies on the basis and at the rate
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providedinthis 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.

6. A SPLRC failingto makereturnsasrequired by subsection 5 of thissection, or failing
to pay within the time required all taxes assessed by this section, shall be subject to the
provisions of sections 148.375 and 148.410, RSMo.

7. Upon receiving the taxes collected under this section from the director of
revenue, the state treasurer shall receipt ninety percent thereof into the general revenue
fund of the state and the state treasurer shall place the remainder of such taxes collected
to the credit of the insurance dedicated fund established under section 374.150, RSMo,
subject toamaximum of threeper cent of thecurrent fiscal year'sappropriation from such
fund, and heor sheshall placetheremainder of such taxescollected tothegeneral revenue
fund of the state.

Section B. Because of the need to ensure that employees or membersin this state may
continue health care coverage upon termination of employment or membership to the same
extent as similarly situated employees or membersin other states, section 376.428 of section A
of this act is deemed necessary for the immediate preservation of the public health, welfare,
peace and safety, and is hereby declared to be an emergency act within the meaning of the
constitution, and section 376.428 of section A of this act shall bein full force and effect upon

its passage and approval.
v



