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FIRST REGULAR SESSION
[TRULY AGREED TO AND FINALLY PASSED]
CONFERENCE COMMITTEE SUBSTITUTE FOR
SENATE SUBSTITUTE FOR
SENATE COMMITTEE SUBSTITUTE FOR
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 577

95TH GENERAL ASSEMBLY
1575L.08T 2009

AN ACT

Torepeal sections143.441, 147.010, 148.370, 303.024, 374.456, 375.020, 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, 379.1300, 379.1302, 379.1310, 379.1326, 379.1332,
379.1373, 379.1388, 379.1412, 382.400, 382.402, 382.405, 382.407, 382.409, 384.025,
384.031, 384.043, 384.051, 384.057, and 384.062, RSMo, and to enact in lieu thereof
forty-nine new sections relating to the regulation of insurance, with penalty provisions.

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

Section A. Sections143.441, 147.010, 148.370, 303.024, 374.456, 375.020, 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, 379.1300, 379.1302, 379.1310, 379.1326, 379.1332, 379.1373,
379.1388, 379.1412, 382.400, 382.402, 382.405, 382.407, 382.409, 384.025, 384.031, 384.043,
384.051, 384.057, and 384.062, RSMo, are repeal ed and forty-nine new sectionsenacted in lieu
thereof, to be known as sections 143.441, 147.010, 148.370, 208.192, 303.024, 374.350,
374.351, 374.352, 374.776, 375.020, 375.1025, 375.1028, 375.1030, 375.1032, 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, 376.391, 376.502, 376.1232, 379.1300, 379.1302, 379.1310,

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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379.1326, 379.1332, 379.1339, 379.1373, 379.1388, 379.1412, 382.400, 382.402, 382.405,
382.407, 382.409, 384.025, 384.043, 384.051, 384.057, and 384.062, to read as follows:

143.441. 1. Theterm "corporation” means every corporation, association, joint stock
company andjoint stock associ ation organized, authorized or existing under thelawsof thisstate
and includes:

(1) Every corporation, association, joint stock company, and joint stock association
organized, authorized, or existing under thelawsof thisstate, and every corporation, association,
joint stock company, and joint stock association, licensed to do business in this state, or doing
businessin this state, and not organized, authorized, or existing under the laws of this state, or
by any receiver in charge of the property of any such corporation, association, joint stock
company or joint stock association;

(2) Every railroad corporation or receiver in charge of the property thereof which
operatesover railsowned or |eased by it and every corporation operating any buslines, trucklines,
airlines, or other forms of transportation operating over fixed routes owned, leased, or used by
it extending from this state to another state or states,

(3) Every corporation, or receiver in charge of the property thereof, which owns or
operates a bridge between this and any other state; and

(4) Every corporation, or receiver in charge of the property thereof, which operates a
telephone line or lines extending from this state to another state or states or a telegraph line or
lines extending from this state to another state or states.

2. The tax on corporations provided in subsection 1 of section 143.431 and section
143.071 shall not apply to:

(1) A corporation which by reason of its purposes and activitiesis exempt from federal
incometax. The preceding sentence shall not apply to unrelated business taxable income and
other income on which chapter 1 of the Internal Revenue Code imposes the federal income tax
or any other tax measured by income;

(2) An express company which pays an annual tax on its gross receipts in this state;

(3) Aninsurancecompany which [pays] issubject toanannual tax onitsgross premium
receiptsin this state;

(4) A Missouri mutual or an extended Missouri mutual insurance company organized
under chapter 380, RSMo; and

(5) Any other corporation that isexempt from Missouri income taxation under the laws
of Missouri or the laws of the United States.

147.010. 1. For thetransitional year defined in subsection 4 of this section and each
taxableyear beginning on or after January 1, 1980, but before January 1, 2000, every corporation
organized pursuant to or subject to chapter 351, RSMo, or pursuant to any other law of this state
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shall, in addition to all other fees and taxes now required or paid, pay an annual franchisetax to
the state of Missouri equal to one-twentieth of one percent of the par value of its outstanding
sharesand surplusif its outstanding shares and surplus exceed two hundred thousand dollars, or
if the outstanding shares of such corporation or any part thereof consist of shares without par
value, then, in that event, for the purpose contained in this section, such shares shall be
considered as having a value of five dollars per share unless the actua value of such shares
exceeds five dollars per share, in which case the tax shall be levied and collected on the actual
value and the surplusif the actual value and the surplus exceed two hundred thousand dollars.
If such corporation employs a part of its outstanding shares in business in another state or
country, then such corporation shall pay an annual franchise tax equal to one-twentieth of one
percent of its outstanding shares and surplus employed in this state if its outstanding shares and
surplus employed in this state two hundred thousand dollars, and for the purposes of sections
147.010 to 147.120, such corporation shall be deemed to have employed in this state that
proportion of its entire outstanding shares and surplus that its property and assets employed in
this state bears to all its property and assets wherever located. A foreign corporation engaged
in businessin this state, whether pursuant to a certificate of authority issued pursuant to chapter
351, RSMo, or not, shall be subject to this section. Any corporation whose outstanding shares
and surplus as cal culated in this subsection does not exceed two hundred thousand dollars shall
state that fact on the annual report form prescribed by the secretary of state. For all taxableyears
beginning on or after January 1, 2000, the annual franchise tax shall be equal to one-thirtieth of
one percent of the corporation's outstanding shares and surplus if the outstanding shares and
surplus exceed one million dollars. Any corporation whose outstanding shares and surplus do
not exceed one million dollars shall state that fact on the annual report form prescribed by the
director of revenue.

2. Sections 147.010 to 147.120 shall not apply to corporations not organized for profit,
nor to corporations organized pursuant to the provisions of chapter 349, RSMo, nor to express
companies, which now pay an annual tax on their gross receipts in this state, nor to insurance
companies, which [pay] ar e subject to an annual tax on their premium receiptsin this state, nor
to state, district, county, town and farmers mutual companies now organized or that may be
hereafter organized pursuant to any of the laws of this state, organized for the sole purpose of
writing fire, lightning, windstorm, tornado, cyclone, hail and plate glass and mutual automobile
insurance and for the purpose of paying any lossincurred by any member by assessment, nor to
any mutual insurance corporation not having shares, nor to acompany or association organized
totransact businessof lifeor accident insurance on the assessment plan for the purpose of mutual
protection and benefit to its members and the payment of stipulated sums of moneys to the
family, heirs, executors, administrators or assigns of the deceased member, nor to foreign life,
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fire, accident, surety, liability, steam boiler, tornado, health, or other kind of insurance company
of whatever nature coming within the provisions of section 147.050 and doing businessin this
state, nor to savings and loan associations and domestic and foreign regulated investment
companies asdefined by Section 170 of the Act of Congress commonly known asthe"Revenue
Act of 1942", nor to electric and telephone corporations organized pursuant to chapter 351,
RSMo, and chapter 392, RSMo, prior to January 1, 1980, which have been declared tax exempt
organizations pursuant to Section 501(c) of the Internal Revenue Code of 1986, nor for taxable
years beginning after December 31, 1986, to banking institutions subject to the annual franchise
tax imposed by sections 148.010 to 148.110, RSMo; but bank deposits shall be considered as
funds of theindividual depositor left for safekeeping and shall not be considered in computing
the amount of tax collectible pursuant to the provisions of sections 147.010 to 147.120.

3. A corporation's "taxable year" for purposes of sections 147.010 to 147.120 shall be
its taxable year as provided in section 143.271, RSMo.

4. A corporation's "transitional year" for the purposes of sections 147.010 to 147.120
shall be its taxable year which includes parts of each of the years 1979 and 1980.

5. Thefranchisetax payable for a corporation's transitional year shall be computed by
multiplying the amount otherwise due for that year by afraction, the numerator of which isthe
number of months between January 1, 1980, and the end of the taxabl e year and the denominator
of which istwelve. The franchise tax payable, if a corporation's taxable year is changed as
provided in section 143.271, RSMo, shall be smilarly computed pursuant to regulations
prescribed by the director of revenue.

6. All franchise reports and franchise taxes shall be returned to the director of revenue.
All checks and drafts remitted for payment of franchise taxes shall be made payable to the
director of revenue.

7. Pursuant to section 32.057, RSMo, the director of revenue shall maintain the
confidentiality of all franchise tax reports returned to the director.

8. Thedirector of the department of revenue shall honor all existing agreementsbetween
taxpayers and the director of the department of revenue.

148.370. Every insurance company or association organized under the laws of the state
of Missouri and doing business under the provisions of sections 376.010 to 376.670, 379.205to
379.310, 379.650to 379.790 and chapter 381, RSMo, and every mutual fireinsurance company
organized under the provisions of sections 379.010 to 379.190, RSMo, shall, as hereinafter
provided, quarterly pay, beginning with the year 1983, atax upon the direct premiums received
by it from policyholdersin this state, whether in cash or in notes, or on account of business done
in this state, in lieu of the taxes imposed under the provisions of chapters 143 and 147,
RSMo, for insurance of life, property or interest in this state, at the rate of two percent per
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annum, which amount of taxes shall be assessed and collected as hereinafter provided; provided,
that fire and casualty insurance companies or associations shall be credited with canceled or
returned premiums actually paid during the year in this state, and that life insurance companies
shall be credited with dividends actually declared to policyholdersin this state but held by the
company and applied to the reduction of premiums payable by the policyholder.

208.192. 1. By August 28, 2010, the director of the MO HealthNet division shall
implement a program under which thedirector shall make availablethrough itsInternet
web site nonaggr egated information on individuals collected under the federal Medicaid
Statistical Information System described in the Social Security Act, Section 1903(r)(1)(F),
insofar as such information has been de-identified in accordance with regulations
promulgated under the Health Insurance Portability and Accountability Act of 1996, as
amended. In implementing such program, the director shall ensurethat:

(1) The information made so available isin a format that is easily accessible,
useable, and under standableto the public, including individuals interested in improving
thequality of careprovided toindividualseligiblefor programsand servicesunder theM O
HealthNet program, researchers, health care providers, and individuals interested in
reducing the prevalence of waste and fraud under the program;

(2) Theinformation made so available is as current as deemed practical by the
director and shall be updated at least once per calendar quarter;

(3) To the extent feasible, all health care providers, as such term is defined in
subdivision (20) of section 376.1350, RSM o, included in such information areidentifiable
by nameto individuals who access the infor mation through such program; and

(4) Thedirector periodically solicitscommentsfrom asampling of individualswho
access the information through such program on how to best improve the utility of the
program.

2. For purposesof implementing the program under thissection and ensuring the
information made available through such program is periodically updated, the director
may select and enter into a contract with a public or private entity meeting such criteria
and qualificationsasthe director deter mines appropriate.

3. By August 28, 2011, and annually thereafter, the director shall submit to the
general assembly and the M O HealthNet over sight committee, areport on the progr ess of
the program under subsection 1 of thissection, including the extent to which infor mation
made available through the program is accessed and the extent to which comments
received under subdivision (4) of subsection 1 of this section were used during the year
involved to improve the utility of the program.
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4. By August 28, 2011, the director shall submit to the general assembly and the
MO HealthNet over sight committeeareport on thefeasibility, potential costs, and potential
benefits of making publicly available through an Internet-based program de-identified
payment and patient encounter information for items and servicesfurnished under Title
XXI of the Social Security Act which would not otherwise beincluded in the information
collected under thefederal Medicaid Statistical Information System described in Section
1903(r)(1)(F) of such act and made available under Section 1942 of such act, asadded by
Section 5008.

5. Pursuant to section 23.253, RSMo, of the Missouri sunset act:

(1) The provisions of the new program authorized under this section shall
automatically sunset six year safter the effectivedate of thissection unlessreauthorized by
an act of the general assembly; and

(2) If such program is reauthorized, the program authorized under this section
shall automatically sunset twelveyear safter theeffectivedateof thereauthorization of this
section; and

(3) Thissection shall terminateon September fir st of thecalendar year immediately
following the calendar year in which the program authorized under this section issunset.

303.024. 1. Eachinsurer issuing motor vehicleliability policiesin thisstate, 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 therequirementsof 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) The name 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
digitsof 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.
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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 al 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
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 person who knowingly or intentionally
possesses a fraudulent document intended to serve as an insurance identification card is
guilty of a class B misdemeanor.

374.350. Sections 374.350 to 374.352 may be cited as the " Interstate Insurance
Product Regulation Compact” .

374.351. Thelnterstatel nsuranceProduct Regulation Compact isintended tohelp
States join together to establish an inter state compact to regulate designated insurance
products. Pursuant totermsand conditionsof thisAct, the State of Missouri seekstojoin
with other Statesand establish thelnter statel nsuranceProduct Regulation Compact, and
thusbecomea member of the Interstate I nsurance Product Regulation Commission. The
Director of the Department of Insurance, Financial Institutions and Professional
Registration is hereby designated to serve as the representative of this State to the
Commission.

374.352. The State of Missouri ratifies, approves, and adopts the following
inter state compact:

ARTICLE I. PURPOSES
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The purposes of this Compact are, through means of joint and cooper ative action
among the Compacting States:

1. To promote and protect the interest of consumers of individual and group
annuity, lifeinsurance, disability income and long-term car e insurance products;

2. To develop uniform standards for insurance products covered under the
Compact;

3. To establish a central clearinghouse to receive and provide prompt review of
insurance products covered under the Compact and, in certain cases, advertisements
related thereto, submitted by insurers authorized to do business in one or more
Compacting States;

4. To give appropriate regulatory approval to those product filings and
advertisements satisfying the applicable uniform standard;

5. Toimprove coordination of regulatory resources and expertise between state
insurancedepartmentsregar dingthesetting of uniform standardsand review of insurance
products covered under the Compact;

6. TocreatetheInterstate I nsurance Product Regulation Commission; and

7. Toperformtheseand such other related functionsasmay be consistent with the
stateregulation of the business of insurance.

ARTICLE Il. DEFINITIONS

For purposes of this Compact:

1. "Advertisement” means any material designed to create public interest in a
Product, or induce the public to purchase, increase, modify, reinstate, borrow on,
surrender, replace or retain a policy, as more specifically defined in the Rules and
Operating Procedur es of the Commission.

2. "Bylaws' mean those bylawsestablished by the Commission for itsgovernance,
or for directing or controlling the Commission's actions or conduct.

3. " Compacting State" meansany Statewhich hasenacted thisCompact legislation
and which has not withdrawn pursuant to Article X1V, Section 1, or been terminated
pursuant to Article X1V, Section 2.

4. "Commission” means the "Interstate Insurance Product Regulation
Commission" established by this Compact.

5. "Commissioner” means the chief insurance regulatory official of a State
including, but not limited to commissioner, superintendent, director or administrator.

6. "Domiciliary State" means the state in which an Insurer isincorporated or
organized; or, in the case of an alien Insurer, its state of entry.
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7. " Insurer" meansany entity licensed by a Statetoissuecontractsof insurancefor
any of thelines of insurance covered by thisAct.

8. "Member" meanstheper son chosen by a Compacting Stateasitsrepresentative
to the Commission, or hisor her designee.

9. "Non-compacting State" meansany Statewhich isnot at thetimea Compacting
State.

10. " Operating Procedures’ mean procedures promulgated by the Commission
implementing a Rule, Uniform Standard or a provision of this Compact.

11. "Product” meanstheform of a policy or contract, including any application,
endor sement, or related form which is attached to and made a part of the policy or
contract, and any evidence of coverage or certificate, for an individual or group annuity,
life insurance, disability income or long-term care insurance product that an Insurer is
authorized to issue.

12. "Rule" means a statement of general or particular applicability and future
effect promulgated by theCommission, includingaUniform Standar d developed pur suant
toArticleVIIl of thisCompact, designed toimplement, inter pret, or prescribelaw or policy
or describing the organization, procedure, or practice requirements of the Commission,
which shall have the force and effect of law in the Compacting States.

13. " State" meansany state, district or territory of the United States of America.

14. "Third-Party Filer" means an entity that submits a Product filing to the
Commission on behalf of an Insurer.

15. "Uniform Standard" means a standard adopted by the Commission for a
Product line, pursuant to Article VI of thisCompact, and shall includeall of the Product
requirements in aggregate; provided, that each Uniform Standard shall be construed,
whether express or implied, to prohibit the use of any inconsistent, misleading or
ambiguous provisions in a Product and the form of the Product made available to the
public shall not be unfair, inequitable or against public policy as determined by the
Commission.

ARTICLE Ill. ESTABLISHMENT OF THE COMMISSION AND VENUE

1. TheCompacting States her eby createand establish ajoint public agency known
asthe" Interstatel nsuranceProduct Regulation Commission." PursuanttoArticlelV,the
Commission will havethe power to develop Uniform Standardsfor Product lines, receive
and provideprompt review of Productsfiled therewith, and giveapproval tothose Product
filings satisfying applicable Uniform Standards; provided, it is not intended for the
Commission to bethe exclusive entity for receipt and review of insurance product filings.
Nothing herein shall prohibit any Insurer from filing itsproduct in any Statewherein the
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Insurer islicensed to conduct thebusinessof insurance; and any such filing shall besubject
to thelaws of the State wherefiled.

2. The Commission isa body corporate and palitic, and an instrumentality of the
Compacting States.

3. The Commission is solely responsible for its liabilities except as otherwise
specifically provided in this Compact.

4. Venueisproper and judicial proceedingsby or against the Commission shall be
brought solely and exclusively in a Court of competent jurisdiction where the principal
office of the Commission islocated.

ARTICLE IV. POWERSOF THE COMMISSION

The Commission shall have the following powers:

1. TopromulgateRules, pursuant to ArticleVI1 of thisCompact, which shall have
theforceand effect of law and shall bebinding in the Compacting Statesto the extent and
in themanner provided in this Compact;

2. To exercise its rulemaking authority and establish reasonable Uniform
Standardsfor Products covered under the Compact, and Advertisement related ther eto,
which shall havethefor ceand effect of law and shall bebindingin the Compacting States,
but only for those Productsfiled with the Commission, provided, that a Compacting State
shall have theright to opt out of such Uniform Standard pursuant to Article V11, to the
extent and in the manner provided in this Compact, and, provided further, that any
Uniform Standard established by the Commission for long-term car einsurance products
may provide the same or greater protectionsfor consumersas, but shall not provide less
than, those protections set forth in the National Association of Insurance Commissioners
Long-Term CarelnsuranceM odel Act and Long-Term CarelnsuranceM odel Regulation,
respectively, adopted asof 2001. The Commission shall consider whether any subsequent
amendments to the NAIC Long-Term Care Insurance Model Act or Long-Term Care
Insurance Model Regulation adopted by the NAIC require amending of the Uniform
Standar ds established by the Commission for long-term careinsurance products,

3. To receive and review in an expeditious manner Products filed with the
Commission, and ratefilingsfor disability incomeand long-term careinsurance Products,
and give approval of those Products and rate filings that satisfy the applicable Uniform
Standard, wheresuch approval shall havethefor ceand effect of law and bebindingon the
Compacting Statesto the extent and in the manner provided in the Compact;

4. Toreceiveand review in an expeditiousmanner Advertisement relatingtolong-
term care insurance products for which Uniform Standards have been adopted by the
Commission, and give approval to all Advertisement that satisfiesthe applicable Uniform
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Standard. For any product covered under this Compact, other than long-term care
insurance products, the Commission shall have the authority to require an insurer to
submit all or any part of its Advertisement with respect to that product for review or
approval prior to use, if the Commission deter minesthat the natureof the product issuch
that an Advertisement of the product could have the capacity or tendency to mislead the
public. Theactionsof the Commission asprovided in thissection shall havetheforceand
effect of law and shall bebindingin the Compacting Statesto theextent and in themanner
provided in the Compact;

5. Toexerciseitsrulemakingauthority and designate Productsand Advertisement
that may be subject to a self-certification process without the need for prior approval by
the Commission.

6. Topromulgate Operating Procedures, pursuant to Article VII of thisCompact,
which shall bebindingin the Compacting Statesto the extent and in themanner provided
in this Compact;

7. To bring and prosecute legal proceedings or actions in its name as the
Commission; provided, that the standing of any state insurance department to sue or be
sued under applicable law shall not be affected;

8. Toissuesubpoenasrequiringtheattendanceand testimony of witnessesand the
production of evidence;

9. Toestablish and maintain offices;

10. To purchase and maintain insurance and bonds;

11. To borrow, accept or contract for services of personnel, including, but not
limited to, employees of a Compacting State;

12. Tohireemployees, professionalsor specialists, and elect or appoint officers, and
tofix their compensation, definetheir dutiesand givethem appropriateauthority tocarry
out the purposes of the Compact, and determinetheir qualifications; and to establish the
Commission's personnel policies and programsrelating to, among other things, conflicts
of interest, rates of compensation and qualifications of personnel;

13. Toaccept any and all appropriate donationsand grants of money, equipment,
supplies, materials and services, and to receive, utilize and dispose of the same; provided
that at all timesthe Commission shall striveto avoid any appearance of impropriety;

14. To lease, purchase, accept appropriate gifts or donations of, or otherwise to
own, hold, improveor use, any property, real, personal or mixed; provided that at all times
the Commission shall striveto avoid any appearance of impropriety;

15. Tosdl, convey, mortgage, pledge, lease, exchange, abandon or otherwisedispose
of any property, real, personal or mixed,;
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16. Toremit filing fees to Compacting States as may be set forth in the Bylaws,
Rules or Operating Procedures;

17. Toenforce compliance by Compacting Stateswith Rules, Uniform Standards,
Operating Procedures and Bylaws;

18. To providefor disputeresolution among Compacting States,

19. Toadvise Compacting Stateson issuesrelatingto Insurersdomiciled or doing
businessin Non-compacting jurisdictions, consistent with the purposes of this Compact;

20. To provide advice and training to those personnel in state insurance
departments responsible for product review, and to be a resource for state insurance
departments;

21. Toestablish a budget and make expenditures;

22. To borrow money;

23. To appoint committees, including advisory committees comprising Members,
stateinsuranceregulators, statelegidatorsor their representatives, insuranceindustry and
consumer representatives, and such other interested personsas may be designated in the
Bylaws,

24. To provide and receive information from, and to cooperate with law
enforcement agencies;

25. To adopt and use a cor porate seal; and

26. Toperform such other functionsasmay benecessary or appropriatetoachieve
the purposes of this Compact consistent with the state regulation of the business of
insurance.

ARTICLE V. ORGANIZATION OF THE COMMISSION

1. Membership, Voting and Bylaws

a. Each Compacting State shall haveand belimited tooneMember. Each Member
shall be qualified to servein that capacity pursuant to applicable law of the Compacting
State. Any Member may beremoved or suspended from office as provided by the law of
the State from which he or she shall be appointed. Any vacancy occurring in the
Commission shall befilled in accordance with the laws of the Compacting State wherein
the vacancy exists. Nothing herein shall be construed to affect the manner in which a
Compacting State determines the election or appointment and qualification of its own
Commissioner.

b. Each Member shall be entitled to one vote and shall have an opportunity to
participate in the governance of the Commission in accordance with the Bylaws.
Notwithstanding any provision herein to the contrary, no action of the Commission with
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respect tothepromulgation of aUniform Standar d shall beeffectiveunlesstwo-thirds(2/3)
of the Membersvotein favor thereof.

c. TheCommission shall, by amajority of theM embers, prescribeBylawstogovern
itsconduct asmay benecessary or appropriateto carry out the purposes, and exer cisethe
powers, of the Compact, including, but not limited to:

i. Establishingthefiscal year of the Commission;

ii. Providing reasonable proceduresfor appointing and electing members, aswell
as holding meetings, of the Management Committes;

iii. Providing reasonable standardsand procedures: (i) for the establishment and
meetings of other committees, and (ii) governing any general or specific delegation of any
authority or function of the Commission;

iv. Providing reasonable procedures for calling and conducting meetings of the
Commission that consists of a majority of Commission members, ensuring reasonable
advance notice of each such meeting and providing for theright of citizensto attend each
such meeting with enumerated exceptions designed to protect the public's interest, the
privacy of individuals,and insurers proprietaryinformation, includingtradesecrets. The
Commission may meet in camera only after a majority of the entire member ship votesto
close a meeting en toto or in part. Assoon as practicable, the Commission must make
public (i) acopy of thevoteto closethe meeting revealing the vote of each Member with no
proxy votes allowed, and (ii) votes taken during such meeting;

v. Establishing thetitles, duties and authority and reasonable proceduresfor the
election of the officers of the Commission;

vi. Providing reasonable standards and procedures for the establishment of the
personnel policiesand programsof the Commission. Notwithstanding any civil serviceor
other similar laws of any Compacting State, the Bylaws shall exclusively govern the
personnel policies and programs of the Commission;

vii. Promulgating a code of ethicsto address permissible and prohibited activities
of commission members and employees; and

viii. Providing amechanism for winding up the oper ations of the Commission and
the equitable disposition of any surplus fundsthat may exist after the termination of the
Compact after the payment and/or reserving of all of its debts and obligations.

d. The Commission shall publish its bylawsin a convenient form and file a copy
thereof and a copy of any amendment thereto, with the appropriate agency or officer in
each of the Compacting States.

2. Management Committee, Officersand Personnel
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a. A Management Committeecomprisingnomorethan fourteen (14) member sshall
be established asfollows:

i. One (1) member from each of the six (6) Compacting States with the largest
premium volumefor individual and group annuities, life, disability incomeand long-term
careinsurance products, determined from the records of the NAIC for theprior year;

ii. Four (4) membersfrom those Compacting Stateswith at least two percent (2%)
of the market based on the premium volume described above, other than the six (6)
Compacting States with the largest premium volume, selected on a rotating basis as
provided in the Bylaws; and

iii. Four (4) members from those Compacting States with less than two percent
(2%) of the market, based on the premium volume described above, with one (1) selected
from each of thefour (4) zoneregions of the NAIC asprovided in the Bylaws.

b. TheManagement Committee shall have such authority and dutiesasmay be set
forth in the Bylaws, including but not limited to:

i. Managing theaffairsof the Commission in amanner consistent with the Bylaws
and pur poses of the Commission;

ii. Establishingand over seeing an or ganizational structurewithin, and appropriate
procedures for, the Commission to provide for the creation of Uniform Standards and
other Rules, receipt and review of product filings, administrative and technical support
functions, review of decisionsregar ding thedisapproval of aproduct filing, and thereview
of elections made by a Compacting Stateto opt out of a Uniform Standard; provided that
a Uniform Standard shall not be submitted to the Compacting Statesfor adoption unless
approved by two-thirds (2/3) of the members of the Management Committee;

iii. Overseeing the offices of the Commission; and

iv. Planning, implementing, and coor dinating communicationsand activitieswith
other state, federal and local gover nment or ganizationsin order toadvancethegoalsof the
Commission.

¢. TheCommission shall elect annually officer sfrom the M anagement Committee,
with each having such authority and duties, as may be specified in the Bylaws.

d. The Management Committee may, subject to the approval of the Commission,
appoint or retain an executive director for such period, upon such termsand conditions
and for such compensation as the Commission may deem appropriate. The executive
director shall serve as secretary to the Commission, but shall not be a Member of the
Commission. The executive director shall hire and supervise such other staff as may be
authorized by the Commission.

3. Legidativeand Advisory Committees
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a. A legidative committee comprising state legislators or their designees shall be
established to monitor the operationsof, and makerecommendationsto, the Commission,
including the Management Committee; provided that themanner of selection and term of
any legislative committee member shall beasset forth in theBylaws. Prior totheadoption
by the Commission of any Uniform Standard, revision to the Bylaws, annual budget or
other significant matter as may be provided in the Bylaws, the Management Committee
shall consult with and report to the legislative committee.

b. TheCommission shall establish two (2) advisory committees, one of which shall
comprise consumer representativesindependent of theinsuranceindustry, and the other
comprising insurance industry representatives.

c. TheCommission may establish additional advisory committeesasitsBylawsmay
providefor the carrying out of itsfunctions.

4. Corporate Records of the Commission

TheCommission shall maintain itscor por atebooksand recor dsin accor dancewith
the Bylaws.

5. Qualified Immunity, Defense and I ndemnification

a. TheMembers, officers, executivedirector, employeesand r epresentatives of the
Commission shall beimmune from suit and liability, either personally or in their official
capacity, for any claim for damageto or loss of property or personal injury or other civil
liability caused by or arising out of any actual or alleged act, error or omission that
occurred, or that the person against whom the claim is made had a reasonable basis for
believing occurred within thescope of Commission employment, dutiesor responsibilities;
provided, that nothing in this paragraph shall be construed to protect any such person
from suit and/or liability for any damage, loss, injury or liability caused by theintentional
or willful and wanton misconduct of that person.

b. TheCommission shall defend any M ember, officer, executivedirector, employee
or representative of the Commission in any civil action seeking to imposeliability arising
out of any actual or alleged act, error or omission that occurred within the scope of
Commission employment, duties or responsibilities, or that the person against whom the
claim is made had a reasonable basis for believing occurred within the scope of
Commission employment, dutiesor responsibilities; provided, that nothing herein shall be
construed to prohibit that person from retaining his or her own counsal; and provided
further, that theactual or alleged act, error or omission did not result from that person's
intentional or willful and wanton misconduct.

c. The Commission shall indemnify and hold harmless any Member, officer,
executive director, employee or representative of the Commission for the amount of any
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settlement or judgment obtained against that person arising out of any actual or alleged
act, error or omission that occurred within the scope of Commission employment, duties
or responsibilities, or that such person had ar easonablebasisfor believing occurred within
the scope of Commission employment, dutiesor responsibilities, provided, that the actual
or alleged act, error or omission did not result from theintentional or willful and wanton
misconduct of that person.

ARTICLE VI. MEETINGSAND ACTSOF THE COMMISSION

1. The Commission shall meet and take such actions as are consistent with the
provisions of this Compact and the Bylaws.

2. Each Member of the Commission shall havethe right and power to cast avote
towhich that Compacting Stateisentitled and to participatein thebusinessand affairs of
the Commission. A Member shall votein person or by such other meansasprovided in the
Bylaws. TheBylawsmay providefor Members' participation in meetingsby telephoneor
other means of communication.

3. TheCommission shall meet at least onceduring each calendar year. Additional
meetings shall be held as set forth in the Bylaws.

ARTICLE VII. RULESAND OPERATING PROCEDURES: RULEMAKING
FUNCTIONS OF THE COMMISSION AND OPTING OUT OF UNIFORM
STANDARDS

1. Rulemaking Authority. The Commission shall promulgate reasonable Rules,
including Uniform Standards, and Operating Procedures in order to effectively and
efficiently achieve the purposes of this Compact. Notwithstanding the foregoing, in the
event the Commission exercisesits rulemaking authority in amanner that is beyond the
scope of the purposes of thisAct, or the power sgranted hereunder, then such an action by
the Commission shall beinvalid and have no for ce and effect.

2. Rulemaking Procedure. Rules and Operating Procedures shall be made
pursuant to a rulemaking process that conforms to the Model State Administrative
Procedure Act of 1981 as amended, as may be appropriate to the operations of the
Commission. Beforethe Commission adoptsa Uniform Standard, the Commission shall
givewritten noticeto therelevant state legidative committee(s) in each Compacting State
responsible for insurance issues of its intention to adopt the Uniform Standard. The
Commission in adopting a Uniform Standard shall consider fully all submitted materials
and issue a concise explanation of its decision.

3. Effective Dateand Opt Out of a Uniform Standard. A Uniform Standard shall
become effective ninety (90) days after its promulgation by the Commission or such later
dateasthe Commission may deter mine; provided, however, that a Compacting State may
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opt out of a Uniform Standard as provided in thisArticle. " Opt out” shall be defined as
any action by a Compacting State to decline to adopt or participate in a promulgated
Uniform Standard. All other Rulesand Operating Procedur es, and amendmentsther eto,
shall become effective as of the date specified in each Rule, Operating Procedure or
amendment.

4. Opt Out Procedure. A Compacting State may opt out of a Uniform Standard,
either by legidation or regulation duly promulgated by the I nsurance Department under
the Compacting State'sAdministrative ProcedureAct. I1f aCompacting State electsto opt
out of aUniform Standard by regulation, it must (a) givewritten noticetothe Commission
no later than ten (10) business days after the Uniform Standard ispromulgated, or at the
time the State becomes a Compacting State and (b) find that the Uniform Standard does
not providereasonable protectionsto the citizens of the State, given the conditionsin the
State. TheCommissioner shall makespecificfindingsof fact and conclusionsof law, based
on a preponderance of the evidence, detailing the conditionsin the State which warrant a
departurefromtheUniform Standard and deter mining that the Uniform Standard would
not reasonably protect the citizens of the State. The Commissioner must consider and
balance the following factors and find that the conditions in the State and needs of the
citizens of the State outweigh: (i) the intent of the legidature to participate in, and the
benefitsof, an inter stateagr eement to establish national uniform consumer protectionsfor
theProductssubject tothisAct; and (ii) thepresumption that aUniform Standar d adopted
by the Commission providesreasonable protectionsto consumer sof therelevant Product.
Notwithstandingthefor egoing, aCompacting Statemay, at thetimeof itsenactment of this
Compact, prospectively opt out of all Uniform Standards involving long-term care
insurance products by expressly providing for such opt out in the enacted Compact, and
such an opt out shall not betreated asamaterial variancein theoffer or acceptanceof any
State to participate in this Compact. Such an opt out shall be effective at the time of
enactment of thisCompact by the Compacting Stateand shall apply toall existing Uniform
Standards involving long-term care insurance products and those subsequently
promulgated.

5. Effect of Opt Out. If a Compacting State elects to opt out of a Uniform
Standard, theUniform Standar d shall remain applicablein the Compacting State electing
toopt out until such timetheopt out legislation isenacted intolaw or theregulation opting
out becomes effective. Once the opt out of a Uniform Standard by a Compacting State
becomes effective as provided under the laws of that State, the Uniform Standard shall
have no further forceand effect in that State unlessand until thelegislation or regulation
implementingtheopt out isrepealed or otherwisebecomesineffectiveunder thelawsof the
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State. If aCompacting State optsout of a Uniform Standard after the Uniform Standard
has been made effectivein that State, the opt out shall have the same prospective effect as
provided under Article X1V for withdrawals.

6. Stay of Uniform Standard. If a Compacting State has formally initiated the
process of opting out of a Uniform Standard by regulation, and while the regulatory opt
out is pending, the Compacting State may petition the Commission, at least fifteen (15)
days before the effective date of the Uniform Standard, to stay the effectiveness of the
Uniform Standard in that State. The Commission may grant a stay if it determinesthe
regulatory opt out is being pursued in a reasonable manner and thereis a likelihood of
success. If astay isgranted or extended by the Commission, the stay or extension ther eof
may postponetheeffectivedateby up to ninety (90) days, unlessaffirmatively extended by
the Commission; provided, a stay may not be permitted to remain in effect for morethan
one (1) year unless the Compacting State can show extraordinary circumstances which
warrant a continuance of the stay, including, but not limited to, the existence of a legal
challengewhich preventsthe Compacting Statefrom optingout. A stay may beter minated
by the Commission upon notice that the rulemaking process has been ter minated.

7. Not later than thirty (30) days after a Rule or Operating Procedure is
promulgated, any person may file a petition for judicial review of the Rule or Operating
Procedure; provided, that thefiling of such a petition shall not stay or otherwise prevent
the Rule or Operating Procedur e from becoming effective unlessthe court finds that the
petitioner has a substantial likelihood of success. The court shall give deference to the
actions of the Commission consistent with applicable law and shall not find the Rule or
Operating Procedure to be unlawful if the Rule or Operating Procedure represents a
reasonable exer cise of the Commission's authority.

ARTICLE VIII. COMMISSION RECORDS AND ENFORCEMENT

1. TheCommission shall promulgateRulesestablishing conditionsand procedures
for public inspection and copying of its information and official records, except such
information and recordsinvolving the privacy of individualsand insurers trade secrets.
The Commission may promulgate additional Rulesunder which it may makeavailableto
federal and state agencies, including law enfor cement agencies, records and information
otherwise exempt from disclosure, and may enter into agreements with such agenciesto
receive or exchange information or records subject to nondisclosure and confidentiality
provisions.

2. Except as to privileged records, data and information, the laws of any
Compacting State pertaining to confidentiality or nondisclosure shall not relieve any
Compacting State Commissioner of the duty to disclose any relevant records, data or
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information to the Commission; provided, that disclosureto the Commission shall not be
deemed towaiveor otherwiseaffect any confidentiality requirement; and further provided,
that, except as otherwise expressly provided in this Act, the Commission shall not be
subject totheCompacting State' slawspertainingto confidentiality and nondisclosurewith
respect torecords, dataand information in itspossession. Confidential information of the
Commission shall remain confidential after such information is provided to any
Commissioner.

3. The Commission shall monitor Compacting States for compliance with duly
adopted Bylaws, Rules, including Uniform Standards, and Operating Procedures. The
Commission shall notify any non-complying Compacting State in writing of its
noncompliance with Commission Bylaws, Rules or Operating Procedures. If a non-
complying Compacting State fails to remedy its noncompliance within the time specified
in the notice of noncompliance, the Compacting State shall be deemed to bein default as
set forth in Article XIV.

4. TheCommissioner of any Statein which an Insurer isauthorized to do business,
or isconducting the business of insurance, shall continueto exercise hisor her authority
to over see the market regulation of the activities of the Insurer in accordance with the
provisions of the State'slaw. The Commissioner's enforcement of compliance with the
Compact isgoverned by the following provisions:

a. With respect to the Commissioner's market regulation of a Product or
Advertisement that isapproved or certified to the Commission, the content of the Product
or Advertisement shall not constitute a violation of the provisions, standards or
requirements of the Compact except upon afinal order of the Commission, issued at the
request of aCommissioner after prior noticetothelnsurer and an opportunity for hearing
beforethe Commission.

b. Before a Commissioner may bring an action for violation of any provision,
standard or requirement of the Compact relating to the content of an Advertisement not
approved or certified to the Commission, the Commission, or an authorized Commission
officer or employee, must authorize the action. However, authorization pursuant to this
paragraph doesnot requirenoticetothelnsurer, opportunity for hearing or disclosur e of
requestsfor authorization or records of the Commission's action on such requests.

ARTICLE IX. DISPUTE RESOLUTION

The Commission shall attempt, upon the request of a Member, to resolve any
disputesor other issuesthat aresubject tothisCompact and which may arise between two
or more Compacting States, or between Compacting States and Non-compacting States,



C.C.S.SS.SC.S H.CS H.B.577 20

432
433
434
435
436
437
438
439
440
441
442
443
444
445
446
447
448
449
450
451
452
453
454
455
456
457
458
459
460
461
462
463
464
465
466

and the Commission shall promulgate an Operating Procedure providing for resolution
of such disputes.
ARTICLE X. PRODUCT FILING AND APPROVAL

1. Insurers and Third-Party Filers seeking to have a Product approved by the
Commission shall filethe Product with, and pay applicablefiling feesto, the Commission.
Nothing in this Act shall be construed to restrict or otherwise prevent an insurer from
filing its Product with the insurance department in any State wherein the insurer is
licensed to conduct the business of insurance, and such filing shall be subject to the laws
of the Stateswherefiled.

2. The Commission shall establish appropriate filing and review processes and
procedures pursuant to Commission Rules and Operating Procedures. Notwithstanding
any provision herein to the contrary, the Commission shall promulgate Rulesto establish
conditions and procedures under which the Commission will provide public access to
Product filinginformation. In establishing such Rules, the Commission shall consider the
interests of the public in having access to such information, as well as protection of
per sonal medical and financial information and trade secr ets, that may be contained in a
Product filing or supporting information.

3. Any Product approved by the Commission may be sold or otherwiseissued in
those Compacting Statesfor which the Insurer islegally authorized to do business.

ARTICLE XI. REVIEW OF COMMISSION DECISIONS REGARDING FILINGS

1. Not later than thirty (30) days after the Commission has given notice of a
disapproved Product or Advertisement filed with the Commission, the Insurer or Third
Party Filer whosefiling was disapproved may appeal the determination to areview panel
appointed by the Commission. The Commission shall promulgate Rules to establish
procedures for appointing such review panels and provide for notice and hearing. An
allegation that the Commission, in disapprovingaProduct or Advertisement filed with the
Commission, acted arbitrarily, capriciously, or in a manner that isan abuse of discretion
or otherwise not in accordance with the law, is subject to judicial review in accordance
with Articlelll, Section 4.

2. TheCommission shall haveauthority tomonitor, review and reconsider Products
and Advertisement subsequent to their filing or approval upon afindingthat the product
does not meet therelevant Uniform Standard. Where appropriate, the Commission may
withdraw or modify its approval after proper notice and hearing, subject to the appeal
processin Section 1 above.

ARTICLE XII. FINANCE
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1. TheCommission shall pay or providefor thepayment of ther easonableexpenses
of its establishment and organization. To fund the cost of its initial operations, the
Commission may accept contributions and other forms of funding from the National
Association of Insurance Commissioners, Compacting States and other sources.
Contributionsand other formsof funding from other sour cesshall beof such anaturethat
theindependence of the Commission concer ning the perfor mance of itsdutiesshall not be
compromised.

2. TheCommission shall collect afilingfeefromeach Insurer and Third Party Filer
filing a product with the Commission to cover the cost of the operations and activities of
the Commission and itsstaff in atotal amount sufficient to cover the Commission'sannual
budget.

3. TheCommission'sbudget for afiscal year shall not beapproved until it hasbeen
subject to notice and comment as set forth in Article VII of this Compact.

4. The Commission shall be exempt from all taxation in and by the Compacting
States.

5. TheCommission shall not pledgethecredit of any Compacting State, except by
and with the appropriate legal authority of that Compacting State.

6. The Commission shall keep complete and accurate accounts of all itsinternal
receipts, including grantsand donations, and disbur sementsof all fundsunder itscontrol.
The internal financial accounts of the Commission shall be subject to the accounting
proceduresestablished under itsBylaws. Thefinancial accountsand reportsincludingthe
system of internal controls and procedures of the Commission shall be audited annually
by an independent certified public accountant. Upon the determination of the
Commission, but no less frequently than every three (3) years, the review of the
independent auditor shall include a management and performance audit of the
Commission. The Commission shall make an Annual Report to the Governor and
legislatur eof theCompacting States, which shall includeareport of theindependent audit.
The Commission'sinternal accounts shall not be confidential and such materials may be
shared with the Commissioner of any Compacting State upon request provided, however,
that any work papersrelated to any internal or independent audit and any information
regardingtheprivacy of individualsandinsurers proprietary information, includingtrade
secrets, shall remain confidential.

7. No Compacting State shall have any claim to or owner ship of any property held
by or vested in the Commission or to any Commission funds held pursuant to the
provisions of this Compact.

ARTICLE XIIl. COMPACTING STATES, EFFECTIVE DATE AND AMENDMENT
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1. Any Stateiseligibleto become a Compacting State.

2. The Compact shall become effective and binding upon legisative enactment of
the Compact into law by two Compacting States; provided, the Commission shall become
effectivefor purposesof adopting Uniform Standardsfor, reviewing, and giving approval
or disapproval of, Products filed with the Commission that satisfy applicable Uniform
Standards only after twenty-six (26) States are Compacting States or, alternatively, by
States representing greater than forty percent (40%) of the premium volume for life
insurance, annuity, disability income and long-term care insurance products, based on
recordsof the NAIC for the prior year. Thereafter, it shall become effective and binding
asto any other Compacting State upon enactment of the Compact into law by that State.

3. Amendmentstothe Compact may beproposed by the Commission for enactment
by the Compacting States. No amendment shall become effective and binding upon the
Commission and the Compacting States unless and until all Compacting States enact the
amendment into law.

ARTICLE XIV. WITHDRAWAL, DEFAULT AND TERMINATION

1. Withdrawal

a. Once effective, the Compact shall continuein force and remain binding upon
each and every Compacting State; provided, that a Compacting State may withdraw from
theCompact (" Withdrawing State" ) by enactingastatutespecifically repealingthestatute
which enacted the Compact into law.

b. The effective date of withdrawal is the effective date of the repealing statute.
However, thewithdrawal shall not apply to any product filingsapproved or self-certified,
or any Advertisement of such products, on thedatetherepealing statutebecomeseffective,
except by mutual agreement of the Commission and the Withdrawing State unless the
approval isrescinded by theWithdrawing Stateasprovided in Par agr aph e of thissection.

c. The Commissioner of the Withdrawing State shall immediately notify the
Management Committee in writing upon the introduction of legislation repealing this
Compact in the Withdrawing State.

d. TheCommission shall notify theother Compacting States of theintroduction of
such legidation within ten (10) days after itsreceipt of notice ther eof.

e. TheWithdrawing State isresponsible for all obligations, duties and liabilities
incurred through the effective date of withdrawal, including any obligations, the
per for mance of which extend beyond the effective date of withdrawal, except to the extent
those obligations may have been released or relinquished by mutual agreement of the
Commission and the Withdrawing State. The Commission's approval of Products and
Advertisement prior to the effective date of withdrawal shall continueto be effective and
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be given full force and effect in the Withdrawing State, unlessformally rescinded by the
Withdrawing Statein the same manner asprovided by thelaws of the Withdrawing State
for the prospective disapproval of productsor advertisement previously approved under
state law.

f. Reinstatement following withdrawal of any Compacting State shall occur upon
the effective date of the Withdrawing State reenacting the Compact.

2. Default

a. If the Commission determines that any Compacting State has at any time
defaulted (" Defaulting State") in the performance of any of its obligations or
responsibilitiesunder this Compact, the Bylawsor duly promulgated Rulesor Operating
Procedures, then, after notice and hearing as set forth in the Bylaws, all rights, privileges
and benefits conferred by this Compact on the Defaulting State shall be suspended from
the effective date of default asfixed by the Commission. Thegroundsfor default include,
but are not limited to, failure of a Compacting State to perform its obligations or
responsibilities, and any other groundsdesignated in Commission Rules. TheCommission
shall immediately notify theDefaulting Statein writing of the Defaulting State' ssuspension
pending a cureof thedefault. The Commission shall stipulatethe conditionsand thetime
period within which the Defaulting Statemust cureitsdefault. If the Defaulting Statefails
tocurethedefault withinthetimeperiod specified by the Commission, theDefaulting State
shall beterminated from the Compact and all rights, privileges and benefits conferred by
this Compact shall be terminated from the effective date of termination.

b. Product approvals by the Commission or product self-certifications, or any
Advertisement in connection with such product, that arein force on the effective date of
termination shall remain in forcein the Defaulting State in the same manner asif the
Defaulting State had withdrawn voluntarily pursuant to Section 1 of thisarticle.

c. Reinstatement following termination of any Compacting State requires a
reenactment of the Compact.

3. Dissolution of Compact

a. The Compact dissolves effective upon the date of the withdrawal or default of
theCompacting Statewhich reducesmember ship in the Compact toone Compacting State.

b. Upon thedissolution of this Compact, the Compact becomes null and void and
shall be of nofurther forceor effect, and thebusinessand affairs of the Commission shall
be wound up and any surplus funds shall be distributed in accordance with the Bylaws.

ARTICLE XV. SEVERABILITY AND CONSTRUCTION
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1. The provisions of this Compact shall be severable; and if any phrase, clause,
sentence or provision isdeemed unenfor ceable, the remaining provisions of the Compact
shall be enfor ceable.

2. The provisions of this Compact shall be liberally construed to effectuate its
pur poses.

ARTICLE XVI. BINDING EFFECT OF COMPACT AND OTHER LAWS

1. Other Laws

a. Nothingherein preventstheenfor cement of any other law of aCompacting State,
except as provided in Paragraph b of this section.

b. For any Product approved or certified to the Commission, the Rules, Uniform
Standards and any other requirements of the Commission shall constitute the exclusive
provisions applicable to the content, approval and certification of such Products. For
Advertisement that issubject tothe Commission'sauthority, any Rule, Uniform Standard
or other requirement of the Commission which gover nsthe content of the Advertisement
shall constitute the exclusive provision that a Commissioner may apply to the content of
the Advertisement. Notwithstanding the foregoing, no action taken by the Commission
shall abrogateor restrict: (i) theaccessof any per son tostatecourts; (ii) remediesavailable
under statelaw related to breach of contract, tort, or other laws not specifically directed
to the content of the Product; (iii) state law relating to the construction of insurance
contracts; or (iv) theauthority of theattor ney general of thestate, including but not limited
to maintaining any actions or proceedings, asauthorized by law.

c. All insuranceproductsfiled with individual Statesshall be subject to thelaws of
those States.

2. Binding Effect of this Compact

a. All lawful actions of the Commission, including all Rules and Operating
Procedures promulgated by the Commission, are binding upon the Compacting States.

b. All agreementsbetween the Commission and theCompacting Statesarebinding
in accordance with their terms.

c. Upon therequest of a party to a conflict over the meaning or inter pretation of
Commission actions, and upon a majority vote of the Compacting States, the Commission
may issue advisory opinionsregarding the meaning or interpretation in dispute.

d. In the event any provision of this Compact exceeds the constitutional limits
imposed on the legislature of any Compacting State, the obligations, duties, powers or
jurisdiction sought to be conferred by that provision upon the Commission shall be
ineffective as to that Compacting State, and those obligations, duties, powers or
jurisdiction shall remain in the Compacting State and shall be exercised by the agency
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thereof to which those obligations, duties, powersor jurisdiction are delegated by law in
effect at the time this Compact becomes effective.

374.776. During the legidative interim between the first regular session and the
second regular session of the ninety-fifth general assembly, the Missouri department of
insurance, financial institutions and professional registration shall conduct a study
regarding itslicensing rules and other policies and procedures governing the bail bond
industry within the state of Missouri. Thedepartment, in itsdiscretion, may hold public
hearingswithin thestateand per mit testimony and input from sur ety insurancecompanies,
general bail bond agents, bail bond agents, legislators, law enfor cement agencies, officials
fromthedepartment, and other interested parties. If publichearingsareheld, thedirector
shall providenoticeto all licenseeslicensed under sections 374.695 to 374.789 of the date,
time, and location of such public hearings. The department shall submit areport of its
findings and recommendations to the house of representatives and senate insurance
committees no later than January 6, 2010.

375.020. 1. Beginning January 1, 2008, each insurance producer, unless exempt
pursuant to section 375.016, licensed to sell insurance in this state shall successfully complete
courses of study asrequired by thissection. Any person licensed to act asan insurance producer
shall, during each two years, attend courses or programs of instruction or attend seminars
equivalent to aminimum of sixteen hours of instruction. Of the sixteen hours' training required
in this subsection, the hours need not be divided equally among the lines of authority in which
the producer has qualified. The courses or programs attended by the producer during each
two-year period shall include instruction on Missouri law, products offered in any line of
authority inwhich the producer isqualified, producers' dutiesand obligationsto the department,
and business ethics, including sales suitability. Course credit shall be given to members of the
general assembly as determined by the department.

2. Subject to approval by thedirector, the coursesor programs of instruction which shall
be deemed to meet thedirector'sstandardsfor continuing educational requirementsshall include,
but not be limited to, the following:

(1) American College Courses (CLU, ChFC);

(2) Life Underwriters Training Council (LUTC);

(3) Certified Insurance Counselor (CIC);

(4) Chartered Property and Casuaty Underwriter (CPCU);

(5) Insurance Institute of America (11A);

(6) Any other professional financial designation approved by the director by rule;

(7) Aninsurance-related coursetaught by an accredited college or university or qualified
instructor who has taught a course of insurance law at such institution;
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(8 A course or program of instruction or seminar developed or sponsored by any
authorized insurer, recogni zed producer association or insurancetrade association, or any other
entity engaged in the business of providing education courses to producers. A loca
producer group may also be approved if the instructor receives no compensation for services.

3. A person teaching any approved course of instruction or lecturing at any approved
seminar shall qualify for the same number of classroom hours as would be granted to a person
taking and successfully completing such course, seminar or program.

4. Excess hours accumulated during any two-year period may be carried forward to the
two-year period immediately following the two-year period in which the course, program or
seminar was held.

5. For good cause shown, the director may grant an extension of time during which the
educational requirementsimposed by this section may be completed, but such extension of time
shall not exceed the period of one calendar year. The director may grant an individual waiver
of the mandatory continuing education requirement upon a showing by the licenseethat it isnot
feasible for the licensee to satisfy the requirements prior to the renewal date. Waivers may be
granted for reasons including, but not limited to:

(1) Serious physical injury or illness;

(2) Activeduty inthe armed services for an extended period of time;

(3) Residence outside the United States; or

(4) Thelicenseeisat least seventy years of age.

6. Every person subject to the provisions of this section shall furnish in a form
satisfactory to the director, written certification as to the courses, programs or seminars of
instruction taken and successfully completed by such person. Every provider of continuing
education coursesauthorized inthisstate shall, within thirty working days of alicensed producer
completingitsapproved course, providecertificationto thedirector of thecompletioninaformat
prescribed by the director.

7. Theprovisionsof thissection shall not apply to those natural personsholding licenses
for any kind or kinds of insurance for which an examination is not required by the law of this
state, nor shall they apply to any limited linesinsurance producer license or restricted license as
the director may exempt.

8. The provisions of this section shall not apply to a life insurance producer who is
limited by the terms of a written agreement with the insurer to transact only specific life
insurance policies having an initial face amount of five thousand dollars or less, or annuities
having aninitial face amount of ten thousand dollarsor less, that are designated by the purchaser
for the payment of funeral or burial expenses. Thedirector may requiretheinsurer enteringinto
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the written agreements with the insurance producers pursuant to this subsection to certify asto
the representations of the insurance producers.

9. Rules and regulations necessary to implement and administer this section shall be
promulgated by the director, including, but not limited to, rules and regulations regarding the
following:

(1) Coursecontent and hour credits: theinsurance advisory board established by section
375.019 shall be utilized by the director to assist him in determining acceptable content of
courses, programs and seminars to include classroom equivalency;

(2) Filing feesfor course approval: every applicant seeking approval by the director of
a continuing education course under this section shall pay to the director afiling fee of fifty
dollarsper course. Feesshall bewaived for state and local insurance producer groups. Such fee
shall accompany any application form required by the director. Courses shall be approved for
a period of no more than one year. Applicants holding courses intended to be offered for a
longer period must reapply for approval. Courses approved by the director prior to August 28,
1993, for which continuous certification is sought should be resubmitted for approval sixty days
before the anniversary date of the previous approval.

10. All fundsreceived pursuant to the provisions of this section shall be transmitted by
the director to the department of revenue for deposit in the state treasury to the credit of the
insurance dedicated fund. All expenditures necessitated by this section shall be paid from funds
appropriated from the insurance dedicated fund by the legislature.

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 meansaCanadian-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
person 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
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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 directors shall 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, financial 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
firmfor failuretoadhereto applicableauditing or professional standards, whether or not
resulting in part from knowing of other misrepresentations made by the insurer or its
representatives;

(10) " 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
assuranceregardingthereliability 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, accur ately and
fairly reflect thetransactions and dispositions of assets;

(b) Providereasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements, i.e., those items 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., thoseitemsspecified in subsections2to 7 of section 375.1032;
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(13) "NAIC", the National Association of I nsurance 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 the federal 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 al insurers as defined by
section 375.1025. Insurers having direct premiums written in this state of less than one
million dollar sin any calendar year and lessthan onethousand policyholdersor certificate
holder sof direct written policiesnationwideat theend of thecalendar year shall beexempt
from sections 375.1025 to 375.1062, unless the director makes a specific finding that
complianceisnecessary for thedirector tocarry out statutory responsibilities; except that,
insurers having assumed premiums under contracts or treaties of reinsurance of one
million dollarsor more shall not be so exempt.

2. Foreign or alieninsurersfiling audited financial reportsin another state, pursuant to
such other state'srequirement for filing of audited financia 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 evaluation of accounting procedures
and systems of internal control report which] , communication of internal control-related
matters noted in an audit, and the accountant's letter of qualificationsthat are filed with
such other state arefiled withthedirector in accordance with thefiling dates specified in sections
375.1030, 375.1047, and [375.1052] 375.1040, respectively. Canadian insurers may submit
accountant's reports as filed with the [ Canadian Dominion Department of Insurance;] Office of
the Superintendent of Financial I nstitutions, Canada; and

(2) A copy of any notification of adverse financial condition report filed with such other
state is filed with the director within the time specified in section 375.1045.
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3. Foreign or 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 thedirector 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
daysprior to the due date in sufficient detail to permit the director to make an informed decision
with respect to the requested extension.

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 person.

375.1032. 1. Theannual 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;
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(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 ProceduresManual 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(:

(2)] , 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
December thirty-first. However, inthefirst year inwhichaninsurer isrequiredto file an 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 375.1025t0 [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 fileacopy 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 expresshisor her opinion on the
financia statements in [the] terms of their conformity to the statutory accounting practices
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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 the immediately 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
there were any disagreementswith the former accountant on any matter of accounting principles
or practices, financia 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 bereported 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
financia statements and personne of the accounting firm responsible for rendering its report.
Theinsurer shall also in writing request such former accountant to furnish aletter addressed to
the[director] insurer stating whether the accountant agrees with the statements contained in the
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 statesin 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, @ 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 a similar capacity
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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 business in and with the NAIC. If the nondomestic state accepts electronic filing
with theNAIC, theinsurer shall filetheapproval in an electronic format acceptabletothe
NAIC. Thedirector may consider the following factors in 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:

(1) Has been convicted of fraud, bribery, aviolation 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
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with another whose rel ationship with the insurer 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 whole or 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 ser vices:

(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 deter mined 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,
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(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 publicaccountant 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 theactivity 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
services if the insurer is a 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
qualified independent certified public accountant during the fiscal year in which the
nonaudit services are provided,;

(2) Theserviceswerenot 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 arethe member s of the board of directorsto whom
authority to grant such approvals has been delegated by the audit committee.

11. Theaudit committee may delegate to one or more 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
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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 thissection 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 thissection 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 companies that
utilizesa pooling or one hundred per cent reinsur ance agr eement that affectsthe solvency
and integrity of theinsurer'sreservesand theinsurer cedesall of itsdirect and assumed
businesstothepool. I1n such cases, acolumnar consolidatingor combiningwor ksheet shall
befiled with thereport asfollows:

(2) Amountsshown on theconsolidated or combined audited financial report shall
be shown on the wor ksheet;

(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 thewor ksheet 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:

(2) [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 Ingtitute of Certified Public Accountants, and the rules of
professional conduct of the Missouri board of accountancy, or similar code;

(2) The background and experience in general, and the experience in 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
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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 compliancewith 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 standing in the 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
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 financia report shall
requiretheindependent certified public accountant to report, inwriting, withinfivebusinessdays
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
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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 be liablein 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
to thissection] under sections375.1025 to 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
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 MattersNoted in an Audit, or itsreplacement, asof December thirty-first
immediately precedingin 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 theinsurer, 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, asimilar standard to be designated by the director
by duly promulgated regulation] Theinsurer isrequired to provideadescription of remedial
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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 professiona 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, financia institutions and professional registration or at any other
reasonabl e 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 retained 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
maly request in writing 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
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procedures and shall be a public meeting as provided by subdivision (3) of section 610.010,
RSMo.

2. Domestic insurers:

(1) Retaining a certified public accountant on the effective date of thissection who
gualifies 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 thefollowing schedulefor 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 sheset;

(2)] (8) Asof December 31, 2009, filewith thedirector an audited financial report;

(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. Foreigninsurers shall 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 be in effect January 1, 2010. An
insurer or group of insurers that 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 is exceeded, but not earlier
than January 1, 2010, to comply with theindependencerequirements. 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 thereafter.
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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, aninsurer 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 applytoforeign or alien insurerslicensed in this
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.

3. Each member of theaudit committeeshall beamember of theboard of directors
of theinsurer or amember of the board of directorsof an entity elected under subsection
6 of this section and subdivision (6) of section 375.1025.

4. In order tobeconsidered independent for purposes of 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 as independent 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 per son, with notice by the responsible entity tothe
state, may remain an audit committee member 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 basis for the election. The election can be changed through
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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
an aggregate basis for insurers in the holding company system; provided that any
substantial differencesamonginsurersin thesystem areidentified to theaudit 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 three hundred 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 member s 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
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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 ther eof, 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.

3. For purposes of subsection 2 of this section, actionsthat, " 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 reissueareport 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 theFederal Crop Insurance 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
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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 aholding company system whose parent is directly subject to Section
404;

(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

may file its or its parent's Section 404 report and an addendum in satisfaction of the
requirement of thissection, provided that those internal 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, wer eincluded in the scope of the
Section 404report. Theaddendum shall beapositive statement 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. |f
thereareinternal controlsof theinsurer or group of insurersthat have a 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
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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 the effectiveness of itsinternal control over financial reporting;

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

(5) Disclosureof any unremediated material weaknessesin theinter nal control 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 providereasonableassuranceregardingthereliability 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.

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 cour seof 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.
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376.391. A health benefit plan or health carrier, as defined in section 376.1350,
including but not limited to preferred provider organizations, independent physicians
associations, third-party administrators, or any entity that contractswith licensed health
careprovidersshall not impose any co-payment that exceedsfifty percent of thetotal cost
of providing any single chiropractic servicetoitsenrollees.

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
otherwiseterminate a policy of lifeinsurance, or charge adifferent 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 principles or 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.

376.1232. 1. Each health carrier or health benefit plan that offersor issues health
benefit planswhich are delivered, issued for delivery, continued, or renewed in this state
on or after January 1, 2010, shall offer coverage for prosthetic devices and services,
including original and replacement devices, asprescribed by a physician acting within the
scope of hisor her practice.

2. For thepurposesof thissection, " health carrier™ and " health benefit plan” shall
have the same meaning as defined in section 376.1350.

3. Theamount of the benefit for prosthetic devicesand servicesunder this section
shall be no less than the annual and lifetime benefit maximums applicable to the basic
health care servicesrequired to be provided under the health benefit plan. If the health
benefit plan doesnot include any annual or lifetime maximumsapplicableto basic health
care services, the amount of the benefit for prosthetic devices and services shall not be
subject to an annual or lifetime maximum benefit level. Any copayment, coinsurance,
deductible, and maximum out-of-pocket amount applied to the benefit for prosthetic
devicesand services shall beno morethan the most common amountsapplied tothebasic
health care servicesrequired to be provided under the health benefit plan.
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4. Theprovisionsof thissection shall not apply to a supplemental insurancepolicy,
includingalifecarecontract, accident-only policy, specified disease policy, hospital policy
providing a fixed daily benefit only, Medicar e supplement policy, long-term care policy,
short-term major medical policies of six months or less duration, or any other
supplemental policy as determined by the director of the department of insurance,
financial institutions and professional registration.

379.1300. Asused in sections 379.1300 to 379.1350, the following terms shall mean:

(1) "Affiliated company”, any company in the same corporate system as a parent, an
industrial insured, or amember organi zation 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 acceptableto the director on
companies transacting the business of insurance in such jurisdiction;

(3) "Annuity", acontract issued for aval uabl e consideration under which the obligations
are assumed with respect to periodic paymentsfor aspecified term or termsor wherethe making
or continuance of all 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 hasbeen in continuous existence for
at least one year, the member organizations of which or which does itself, whether or not in
conjunction with some or all of the member organizations:

(& Own, controal, 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) Constituteall 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 organi zationsof theassociation and their affiliated companies; except that, association
captive insurance company shall not include, without limitation, any reciprocal insurer
that hasnot chosen to apply for and isnot licensed asa captive insurance company under
section 379.1302;

(6) "Branch business', any insurance business transacted by abranch captive insurance
company in this state;
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(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
captiveinsurance company shall beapure captive insurance 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 hasan existing 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, financia 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;
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(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 a stock corporation; or

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

(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 shal 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) Noindustrial 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 persona 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
insurance to 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
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(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

(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 theregistered of fice 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 approva 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 approva an
appropriate revision and shall not offer any additional kindsof insurance until arevision of such
descriptionisapproved by thedirector. The captiveinsurance company shall inform thedirector
of any material change in rates within thirty days of the adoption of such change.

(2) Each applicant captiveinsurance 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.
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(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

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 officia 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.
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379.1310. 1. A pure captive insurance 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

(4) Organized as a reciprocal insurer in accordance with sections 379.650 to
379.790.

3. A captiveinsurance company incorporated or organized in thisstate shall havenot less
than three incorporators or three organizers of whom not lessthan one shall be aresident of this
State.

4. Inthe case of acaptive 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:

(8) 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, theor ganizer 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
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findingthedirector shall consider theitemsset forth in paragraphs(a) to(c) of subdivision
(2) of thissubsection.

5. The capital stock of acaptive insurance 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 a resident of this state.

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 sections379.1300t0 379.1350 shall havethe privileges
and be subject to chapter 351, RSMo, aswell as the 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 requirements for 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;
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(2) Anadlieninsurer may be aparty to amerger or aredomestication 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
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 theyear ending December thirty-first next preceding, after
deducting from thedirect premiumssubject to the tax theamounts paid 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
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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 annua 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
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 morecaptiveinsurance 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,
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or municipality within this state, except ad valorem taxes on real and personal property usedin
the production of income.

9. [The state treasurer shall annually transfer the premium tax revenues collected under
thissection tothe general revenuefund, except asprovidedin section 379.1332] Upon receiving
thetaxescollected under thissection from thedirector of revenue, thestatetreasurer 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 annual basis,
notwithstanding policies or contracts of insurance or contracts of reinsurance issued on a
multiyear basis. Inthe case of multiyear policiesor contracts, the premium shall be prorated for
purposes of determining the tax under this section.

11. A captiveinsurance company may deduct from premium taxes payableto 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, financia institutions and
professional 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 be paid into thefund. [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 379.1300to 379.1350, and up to two percent of the premium tax under section 379.1326
may be transferred to the department of economic development, with approval of the
commissioner of administration, for promotional expenses.] All 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
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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 areciprocal 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 inter ests of the stockholders and
policyholdersof astock insurer, and the membersand policyholder s of amutual insurer,
including a fair and equitable provision for the rights and remedies of dissenting
stockholders, members, or policyholders.

3. Inthe case of a conversion authorized under subsection 1 of this section:

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

() 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 be entitled to attend and appear at such hearing; provided, however, that if
notice of a hearingisgiven and nodirector, officer, policyholder, member, or stockholder
requests a hearing, the director 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
guorum 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;
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(2) Thedirector shall approvesuch plan of conversion if thedirector findsthat the
conversion will promote the general good of the state in 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) Upon theissuanceof 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
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 directors of 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 approvethearticlesof merger if thedirector findsthat the
merger will promote the general good of the statein confor mity with those standar ds set
forth in subdivision (1) of subsection 4 of section 379.1310. If thedirector approvesthe
articles of merger, the director shall endorse the director's approval thereon and the
survivinginsurer shall present the sameto the secretary of stateat 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 ther e shall be no morethan one
authorized insurance company surviving such merger; and
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(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 natur e of
each of theinsurerssomerged or consolidated; and all property, real, personal, and mixed,
and all debtsdue on whatever account, including subscriptionsto shares of capital stock,
and all other choicesin action and all and every other interest of or belongingto or dueto
each of theinsurerssomerged 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 singleinsurer had itself incurred the same or
contracted therefor; and any claim existing or action or proceeding pending by or against
any of such insurersmay beprosecuted 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. Activitiesof 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.
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379.1388. 1. A SPLRC may recognize as an admitted asset on itsfinancial 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 recourseto 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 recourse to
the SPLRC] by aninsurer 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
authorizeaSPLRC to value one or more of its assets through an alternative method] ; however,
letter sof credit, financial guarantee policies, and surety bondsissued without recourseto
the SPLRC, or with recour setothe SPLRC with apriority nohigher than afforded to class
7 claimsunder section 375.1218, RSM o, 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) Notwithstanding the 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 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. 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 captive insurance company by the state or any county,
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city, or municipality within thisstate, except ad val orem taxes on real and personal property used
in the production of income.

3. The annua 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
providedinthissection, 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 SPLRCfailingto 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 placethe remainder of such taxes collected
to the credit of the insurance dedicated fund established under section 374.150, RSMo,
subject toamaximum of three per cent of the current fiscal year'sappropriation from such
fund, and heor sheshall placetheremainder of such taxescollected tothegeneral revenue
fund of the state.

382.400. Asused in sections 382.400 to [382.410] 382.409, the following terms mean:

(1) "Accredited state”, a state in which the insurance department or regulatory agency
has qualified as meeting the minimum financial regulatory standards promulgated and
established from time to time by the National Association of Insurance Commissioners,

(2) ["Broker", an insurance broker or brokers as defined in section 375.012, RSMo;

(3)] "Control" or "controlled" has the meaning prescribed by section 382.010;
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[(4)] (3 "Controlled insurer”, a licensed insurer which is controlled, directly or
indirectly, by a[broker] producer;

[(5)] (4) "Controlling [broker] producer”, a [broker] producer who, directly or
indirectly, controls an insurer;

[(6)] (5) "Licensed insurer” or "insurer”, any person, firm, association or corporation
duly licensed to transact a property or casualty insurance businessin this state. The following
are not licensed insurers for the purposes of sections 382.400 to 382.410:

(@ All risk retention groups as defined in the federa Superfund Amendments
Reauthorization Act of 1986, asamended, and thefederal Risk Retention Act, 15U.S.C. section
3901, et seg., as amended, and sections 375.1080 to 375.1105, RSMo;

(b) All residual market pools and joint underwriting authorities or associations; and

(c) All captive insurers. For the purposes of sections 382.400 to 382.410, "captive
insurers' are insurance companies owned by another organization whose exclusive purpose is
to insure risks of the parent organization and affiliated companies or, in the case of groups and
associ ations, insurance organi zationsowned by theinsuredswhose exclusive purposeistoinsure
risks to member organizations and group members and their affiliates;

(6) "Producer", an insurance broker or brokers or any other person, firm,
association, or corporation, when, for any compensation, commission, or other thing of
value, the person, firm, association, or corporation actsor aidsin any manner in soliciting,
negotiating, or procuring the making of an insurance contract on behalf of an insured
other than the person, firm, association, or cor poration.

382.402. Sections 382.400 to [382.410] 382.409 shall apply to licensed insurers either
domiciled in thisstate or domiciled in astate that is not an accredited state having in effect laws
substantially similar to the provisions of sections 382.400 to [382.410] 382.409. All provisions
of this chapter, to the extent they are not superseded by sections 382.400 to [382.410] 382.4009,
shall continueto apply to all partieswithin holding company systems subject to sections 382.400
to [382.410] 382.409.

382.405. 1. (1) The provisions of this section shall apply if in any calendar year the
aggregate amount of gross written premium on business placed with a controlled insurer by
controlling [broker] producer isequal to or greater than five percent of the admitted assets of
the controlled insurer, as reported in the controlled insurer's quarterly statement filed as of
September thirtieth of the prior year.

(2) Notwithstanding the provisions of subdivision (1) of this subsection, the provisions
of this section shall not apply if:

(&) The controlling [broker] producer:
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a Placesinsurance only with the controlled insurer, or only with the controlled insurer
and anumber of members of the controlled insurer's holding company system, or the controlled
insurer's parent, affiliate or subsidiary and receives no compensation based upon the amount of
premiums written in connection with such insurance; and

b. Acceptsinsurance placements only from nonaffiliated subproducers, and not directly
from insureds; and

(b) The controlled insurer, except for insurance business written through a residual
market facility such asthejoint underwriting association prescribed by section 303.200, RSMo,
accepts insurance business only from a controlling [broker] producer, a [broker] producer
controlled by the controlled insurer, or a[broker] producer that isasubsidiary of the controlled
insurer.

2. A controlled insurer shall not accept business from a controlling [broker] producer
and a controlling [broker] producer shall not place business with a controlled insurer unless
thereisawritten contract between the controlling [broker] producer and the insurer specifying
the responsibilities of each party, which contract has been approved by the board of directors of
the insurer and contains the following minimum provisions:

(1) Thecontrolled insurer may terminate the contract for cause, upon written notice to
the controlling [broker] producer. The controlled insurer shall suspend the authority of the
controlling [broker] producer to write business during the pendency of any dispute regarding
the cause for the termination;

(2) The controlling [broker] producer shall render accounts to the controlled insurer
detailing all material transactions, including information necessary to support all commissions,
charges and other fees received by, or owing to, the controlling [broker] producer;

(3) The controlling [broker] producer shall remit al funds due under the terms of the
contract to the controlled insurer on at least amonthly basis. The due date shall be fixed so that
premiums or installments thereof collected shall be remitted no later than ninety days after the
effective date of any policy placed with the controlled insurer under the contract;

(4) All funds collected for the controlled insurer's account shall be held by the
controlling [broker] producer in afiduciary capacity, in one or more appropriately identified
bank accountsin banksthat are members of the Federal Reserve System, in accordance with the
provisions of applicable insurance law; however, funds of a controlling [broker] producer not
required to be licensed in this state shall be maintained in compliance with the requirements of
the controlling [broker's] producer's domiciliary jurisdiction;

(5) Thecontrolling [broker] producer shall maintain separately identifiable records of
business written for the controlled insurer;
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(6) The contract shall not be assigned in whole or in part by the controlling [broker]
producer;

(7) The controlled insurer shall provide the controlling [broker] producer with its
underwriting standards, rules and procedures, manual s setting forth the rates to be charged, and
the conditions for the acceptance or rejection of risks. The controlling [broker] producer shall
adheretothestandards, rules, procedures, ratesand conditions. Thestandards, rules, procedures,
rates and conditions shall be the same as those applicable to comparable business placed with
the controlled insurer by a[broker] producer other than the controlling [broker] producer;

(8) Theratesand terms of the controlling [broker's] producer's commissions, charges
or other fees and the purposes for those charges or fees. Therates of the commissions, charges
and other fees shall be no greater than those applicable to comparabl e business placed with the
controlled insurer by [brokers] producers other than controlling [brokers] producers. For
purposes of this subdivision and subdivision (7) of this subsection, examples of comparable
business includes the same lines of insurance, same kinds of insurance, same kinds of risks,
similar policy limits, and similar quality of business;

(9) If thecontract providesthat the controlling [broker] producer, oninsurance business
placed with the insurer, is to be compensated contingent upon the insurer's profits on that
business, then such compensation shall not be determined and paid until at least five years after
the premiums on liability insurance are earned and at least one year after the premiums are
earned on any other insurance. In no event shall the commissions be paid until the adequacy of
the controlled insurer's reserves on remaining claims has been independently verified pursuant
to subsection 1 of this section;

(10) A limitonthecontrolling [broker's] producer'swritingsinrelationtothecontrolled
insurer's surplus and total writings. The insurer may establish adifferent limit for each line or
subline of business. The controlled insurer shall notify the controlling [broker] producer when
the applicable limit is approached and shall not accept business from the controlling [broker]
producer if the limit is reached. The controlling [broker] producer shall not place business
with the controlled insurer if it has been notified by the controlled insurer that the limit has been
reached; and

(11) Thecontrolling [broker] producer may negotiate but shall not bind reinsurance on
behalf of the controlled insurer, except that the controlling [broker] producer may bind
facultative reinsurance contracts pursuant to obligatory facultative agreements if the contract
with the controlled insurer contains underwriting guidelines including, but both reinsurance
assumed and ceded, alist of reinsurers with which such automatic agreements are in effect, the
coverages and amounts or percentages that may be reinsured and commission schedules.
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3. Every controlled insurer shal have an audit committee of the board of directors
composed of independent directors. Theaudit committee shall annually meet with management,
the insurer's independent certified public accountants, and an independent casualty actuary or
other independent | ossreserve specialist acceptabl e to the director to review the adequacy of the
insurer's |0ss reserves.

4. (1) Inaddition to any other required loss reserve certification, the controlled insurer
shall annually, on April first of each year, file with the director an opinion of an independent
casualty actuary, or such other independent loss reserve specialist acceptable to the director,
reporting loss ratios for each line of business written and attesting to the adequacy of loss
reserves established for losses incurred and outstanding as of year-end, including incurred but
not reported, on business placed by the [broker] producer; and

(2) The controlled insurer shall annualy report to the director the amount of
commissions paid to the [broker] producer, the percentage such amount represents of the net
premiums written and comparable amounts and percentage paid to noncontrolling [brokers]
producers for placements of the same kinds of insurance.

382.407. The [broker] producer, prior to the effective date of the policy, shall deliver
written notice to the prospective insured disclosing the relationship between the [broker]
producer and the controlled insurer, except that if the businessis placed through a subproducer
who isnot acontrolling [broker] producer, the controlling [broker] producer shall retainin his
records a signed commitment from the subproducer that the subproducer is aware of the
relationship between the insurer and the [broker] producer and that the subproducer has or will
notify the insured.

382.409. 1. (1) If thedirector believes that the controlling [broker] producer or any
other person has not materially complied with sections 382.400 to 382.410, or any regul ation or
order promul gated hereunder, after notice and opportunity to be heard, thedirector may order the
controlling [broker] producer to cease placing business with the controlled insurer; and

(2) If it was found that because of such material noncompliance that the controlled
insurer or any policyholder thereof has suffered any loss or damage, the director may maintain
acivil action or intervenein an action brought by or on behalf of theinsurer or policyholder for
recovery of compensatory damages for the benefit of the insurer or policyholder or other
appropriate relief.

2. If an order of liquidation or rehabilitation of the controlled insurer has been entered
pursuant to sections 375.1150 to 375.1246, RSMo, and the receiver appointed under that order
believesthat the controlling [broker] producer or any other person has not materially complied
with sections 382.400 to 382.410, or any regulation or order promulgated hereunder, and the
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insurer suffered any loss or damage therefrom, the receiver may maintain a civil action for
recovery of damages or other appropriate sanctions for the benefit of the insurer.

3. Nothing contained in this section shall affect the right of the director to impose any
other penalties provided for by law.

4. Nothing contained in this section isintended to or shall in any manner alter or affect
the rights of policyholders, claimants, creditors or other third parties.

384.025. 1. If at any timethedirector hasreason to believethat an eligible surpluslines
insurer:

(2) Isinunsound financial condition;

(2) Isnolonger eligible under section 384.021;

(3) Haswillfully violated the laws of this state; or

(4) Doesnot make reasonably prompt payment of just losses and claimsin this state or
elsewhere;
the director may declareit ineligible.

2. The director shall promptly [mail] publish notice of al such declarations [to each
surplus lines licenseg] in any public electronic format.

384.043. 1. Noinsurance producer shall procure any contract of surpluslinesinsurance
with any nonadmitted insurer, unless he possessesacurrent surpluslinesinsurancelicenseissued
by the director.

2. The director shall issue a surplus lines license to any qualified holder of a current
resident or nonresident property and casualty insurance producer license but only when the
licensee has:

(1) Remitted the one hundred dollar initial fee to the director;

(2) Submitted a completed license application on aform supplied by the director; and

(3) Passed aqualifying examination approved by the director, except that all holders of
alicense prior to July 1, 1987, shall be deemed to have passed such an examination.

3. Each surpluslineslicense shall berenewed [annually] for ater m of two yearsonthe
biennial anniversary date of issuance and continuein effect until refused, revoked or suspended
by the director in accordance with section 384.065; except that if the [annual] biennial renewal
fee for the license is not paid on or before the anniversary date, the license terminates. The
[annual] biennial renewal feeis[fifty] one hundred dollars.

384.051. 1. Every insured in this state who procures or causes to be procured or
continues or renews insurance in any surplus linesinsurer, or any self-insurer in this state who
SO procures or continues with, any surplus lines insurer, excess of loss, catastrophe or other
insurance, upon asubject of insuranceresident, located or to be performed withinthis state, other
than insurance procured through asurplus lines broker pursuant to sections 384.011 to 384.071,
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shall before March second of the year next succeeding the year in which the insurance was so
procured, continued or renewed, file a written report of the same with the director on forms
prescribed by the director and furnished to such aninsured upon request. The report shall show:

(1) Thename and address of the insured or insureds;

(2) The name and address of the insurer or insurers;

(3) The subject of the insurance;

(4) A genera description of the coverage;

(5) Theamount of premium currently charged therefor;

(6) Suchadditional pertinent information asmay bereasonably requested by thedirector.

2. If any such insurance covers also a subject of insurance resident, located or to be
performed outside this state, for the purposes of this section, a proper pro rata portion of the
entire premium payable for all such insurance shall be allocated as to the subjects of insurance
resident, located or to be performed in this state.

3. Any insurance in a surplus lines insurer procured through negotiations or an
application in whole or in part occurring or made within or from within this state, or for which
premiums in whole or in part are remitted directly or indirectly from within this state, shall be
deemed to be insurance procured or continued or renewed in this state within the intent of
subsection 1 of this section.

4. For thegeneral support of the government of thisstatethereislevied upon theinsured
or self-insurer who procures insurance pursuant to subsections 1 and 3 of this section atax at
therate of five percent of the net amount of the premium in respect of riskslocated in this state.
Before April sixteenth of the year next succeeding the year in which the insurance was so
procured, continued or renewed, theinsured shall remit tothe[director] department of revenue
the amount of the tax. The [director before June first of each year shall certify and transmit to
thedirector of revenue the sums so collected] department of revenueshall notify thedirector
of the sums collected from each insured or self-insurer.

384.057. 1. Before March second of each year, each surplus lines broker shall report
under oath to the director on forms prescribed by him or her astatement showing, with respect
totheyear ending the immediately preceding December thirty-first:

(1) The grossamounts charged for surplus lines insurance with respect to risks located
within this state, exclusive of sums collected for the payment of federal, state or local taxes;

(2) The amount of net premiums with respect to the insurance. For the purpose of this
section, "net premiums’ means the gross amount of charges for surplus lines insurance with
respect to riskslocated within this state, exclusive of sums collected for the payment of federal,
state and local taxes, less returned premiums.
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2. Nolater thanwithin forty-fivedaysafter theend of each calendar quarter ending
March thirty-first, June thirtieth, September thirtieth, and December thirty-first each
surpluslinesbroker shall report under oath tothedirector on formsprescribed by him or
her a statement showing, with respect to each respective calendar quarter:

(1) The gross amounts charged for surpluslinesinsurance with respect to risks
located within this state, exclusive of sums collected for the payment of federal, state, or
local taxes;

(2) Theamount of net premiumswith respect totheinsurance. For the purpose of
this section, "net premiums' means the gross amount of charges for surplus lines
insurancewith respect toriskslocated within this state, exclusive of sumscollected for the
payment of federal, state, and local taxes, lessreturned premiums.

384.062. 1. If [thetax collectible] any tax, penalty, or interest payable by a surplus
lineslicensee under the provisionsof sections384.011 to 384.071 [hasbeen collected and] isnot
paid within the time prescribed, the same shall be recoverable in a suit brought by the director
against the surplus lines licensee.

2. All taxes, pendlties, and interest or delinquent taxes levied pursuant to this chapter
shall be paid to the [director] department of revenue, who shall [obtain such taxes, penalties
and interest by civil action against theinsured or the surpluslineslicensee, and the director shall
remit such taxes when collected to the director of revenue] notify the director of the sums
collected from each surpluslineslicensee. All checksand drafts remitted for the payment of
such taxes, penalties and interest shall be made payable to the director of revenue.

3. Taxescollected pursuant to this chapter are taxes collected by the director of revenue
within the meaning of section 139.031, RSMo.

[374.456. 1. The director of the department of insurance, financial
institutionsand professional registration shall personally report to theappropriate
committees of the general assembly by March first of each year on the status of
all actions initiated, maintained by the director, or which have been concluded,
during the preceding year to enforcethe provisions of thisact. Thedirector shall
answer all questions regarding such actions, or regarding other matters that are
related to the provisions of this act.

2. Thereport to the appropriate committees of the general assembly shall
cover enforcement actionsrel ated to sections 354.500 to 354.636, RSMo, rel ating
to health maintenance organizations, sections 374.500 to 374.515 relating to
utilization review agents, and sections 376.1350 to 376.1399, RSMo, relating to
all managed care health benefit plans.]

[384.031. Within thirty days after the placing of any surplus lines
insurance, each surpluslineslicensee shall file with the director awritten report,
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on aform prescribed by the director, which shall be kept confidential, regarding
the insurance with the director, including the following:

(1) The name and address of the insured;

(2) Theidentity of the insurer or insurers,

(3) A description of the subject and location of the risk;

(4) Theamount of premium charged for the insurance; and

(5) Such other pertinent information as the director may reasonably

require.]
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