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SENATE FLOOR VERSION
February 21, 2013

COMMITTEE SUBSTITUTE

FOR

SENATE BILL NO. 700 By: Stanislawski of the Senate

and

Mulready of the House

An Act relating to insurance; prohibiting captive
insurance companies from taking certain actions
without Insurance Commissioner approval; requiring
captive insurance companies to maintain certain
records; providing requirements for captive insurance
companies conducting business; allowing captive
insurance companies to combine certain assets;
amending 36 0.S. 2011, Sections 6470.2, 6470.3, as
amended by Section 5, Chapter 365, 0.S.L. 2012,
6470.6, 6470.10, ©6470.11, 6470.12, 6470.13, 6470.14
6470.15, 6470.16, 6470.18, 6470.19, as amended by
Section 6, Chapter 365, 0.S.L. 2012, 6470.20,
6470.22, 6470.27, 6470.28, 6470.29, 6470.30 and
6470.31 (36 0.S. Supp. 2012, Sections 6470.3 and
6470.19), which relate to the Oklahoma Captive
Insurance Company Act; modifying certain definitions;
adding certain definitions; removing certain
definitions; modifying limitations on risks covered
by captive insurance companies; allowing captive
insurance companies to provide certain workers’
compensation insurance; modifying license application
requirements; allowing issuance of certain
provisional licenses; modifying certain paid-in
capital and security requirements; removing certain
organization requirements; providing formation
requirements of captive insurance companies;
modifying certain accounting principles permitted to
be used in certain reports; authorizing the Insurance
Commissioner to permit certain companies to discount
loss and loss adjustment expense reserves; modifying
certain examination requirements; modifying when a
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license may be suspended or revoked; modifying
certain investment requirements; modifying when a
captive insurance company may provide reinsurance on
certain risks; modifying certain membership
limitations; modifying certain tax rate requirements;
removing certain sanctions related to reinsurance
companies; modifying certain exemptions for special
purpose captive insurance companies; clarifying
language; modifying certain acquisition of control
and merger regulations; requiring the filing of
certain application materials; modifying
qualification and participation requirements for
sponsored captive insurance companies; repealing 36
0.S. 2011, Sections 6470.4, 6470.7, 6470.8, 6470.9,
6470.26, 6470.32 and 6470.33, which relate to the
Oklahoma Captive Insurance Company Act; providing for
codification; and providing an effective date.

BE IT ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA:
SECTION 1. NEW LAW A new section of law to be codified

in the Oklahoma Statutes as Section 6470.24.1 of Title 36, unless

there is created a duplication in numbering, reads as follows:

No captive insurance company shall voluntarily take any of the
following actions without providing the Insurance Commissioner at
least thirty (30) days prior written notice and receiving the
Commissioner's approval of any such action:

1. The dissolution of the captive insurance company;

2. A sale, exchange, lease, mortgage, assignment, pledge or
other transfer of or granting of a security interest in, all or

substantially all of the assets of the captive insurance company;
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3. Incurring a material indebtedness by the captive insurance
company;
4. Any making of a material loan or other material extension of

credit by the captive insurance company;

5. Any material payment out of capital and surplus;

6. Any merger or consolidation to which the captive insurance
company is a constituent party;

7. Any conversion of the captive insurance company to another
business form;

8. Any transfer to or domestication in any Jjurisdiction by the
captive insurance company; or

9. Any amendment of the organizational documents of the captive
insurance company.

For purposes of this section, “material”, in relation to
financial matters, means any transaction or series of related
transactions involving more than the lesser of five percent (5%) of
the captive insurance company’s assets or twenty-five percent (25%)
of its capital and surplus. “Assets” and “capital and surplus”
shall be measured as of the most recent filed report required by
Section 6470.11 of Title 36 of the Oklahoma Statutes.

SECTION 2. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 6470.24.2 of Title 36, unless

there is created a duplication in numbering, reads as follows:
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A. Unless otherwise approved by the Commissioner, a captive
insurance company formed under the provisions of this act shall
maintain its books, records, documents, accounts, vouchers and
agreements in this state.

A captive insurance company shall make its books, records,
documents, accounts, vouchers and agreements available for
inspection by the Commissioner at any time. A captive insurance
company shall keep its books, records, documents, accounts, vouchers
and agreements in such manner that its financial condition, affairs
and operations can be readily ascertained and in such manner that
the Commissioner may readily verify its financial statements and
determine its compliance with this act.

B. Unless otherwise approved by the Commissioner, all original
books, records, documents, accounts, vouchers and agreements of a
captive insurance company formed under the provisions of this act
must be preserved and kept available in this state for the purpose
of examination and inspection until the Commissioner approves the
destruction or other disposition of the books, records, documents,
accounts, vouchers and agreements. If the Commissioner approves the
preservation and keeping of the foregoing outside this state, the
captive insurance company shall maintain a complete and true copy of
each such original in the state. Books, records, documents,
accounts, vouchers and agreements may be photographed, reproduced on

film or stored and reproduced electronically.
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SECTION 3. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 6470.30.1 of Title 36, unless
there is created a duplication in numbering, reads as follows:

The business written by a sponsored captive insurance company
with respect to each protected cell must be:

1. Fronted by an insurance company licensed pursuant to the
laws of any state or any jurisdiction if the insurance company is a
wholly owned subsidiary of an insurance company licensed pursuant to
the laws of any state; or

2. Reinsured by a reinsurer authorized or approved by this
state; or

3. Secured by a trust fund in the United States for the benefit
of policyholders and claimants or funded by an irrevocable letter of
credit or other asset acceptable to the Insurance Commissioner. The
amount of security provided may not be less than the reserves
associated with those liabilities, not fronted or reinsured,
including reserves for losses, allocated loss adjustment expenses,
incurred but unreported losses, and unearned premiums for business
written through the protected cell of the participant. The
Insurance Commissioner may require the sponsored captive to increase
the funding of any security arrangement established pursuant to this
subsection. If the form of security is a letter of credit, the
letter of credit must be established, issued, or confirmed by a

financial institution chartered in this state, a member of the
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federal reserve system, or a bank chartered by another state if that
state-chartered bank is acceptable to the Insurance Commissioner. A
trust and trust instrument maintained pursuant to this item must be
in a form and upon terms approved by the Insurance Commissioner.

SECTION 4. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 6470.31.1 of Title 36, unless
there is created a duplication in numbering, reads as follows:

Notwithstanding the provisions of paragraph 2 of subsection B of
Section 6470.29 of Title 36 of the Oklahoma Statutes, a sponsored
captive insurance company may combine the assets of two or more
protected cells for purposes of investing those assets. Such a
combination of assets may not be construed as defeating the
segregation of assets required by this act, or for accounting or
other purposes.

SECTION 5. AMENDATORY 36 0.S. 2011, Section 6470.2, 1is
amended to read as follows:

Section 6470.2 As used in the Oklahoma Captive Insurance

Company Act:

1. “Alien eaptiveinsuranpce—eceompany’ NMeans an insurance company
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States of America, or any of its states, districts, commonwealths

and possessions;

2. “Affiliated company” means a company in the same corporate
system as a parent, an industrial insured, or a member organization
by virtue of common ownership, control, operation, or management;

3. MY“Association” means a legal association of individuals,
corporations, partnerships, or associations that has been in

continuous existence for at least one (1) year or such lesser period

of time approved by the Commissioner:

|..._l
|..._l
(
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qr
|.._|
<
(
|..._l
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~
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a. the member organizations of which ee
which does itself+

> or either of them acting in concert directly or

indirectly own, control, or hold with power to

vote all of the outstanding voting securities or

interests of, or have complete voting control

over an association captive insurance company

"HEe¥r, OoOr

D
<
5

b. the member organizations of which collectively
constitute all of the subscribers of an association
captive insurance company formed as a reciprocal

insurer;
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4. M“Association captive insurance company” means a captive

insurance company that insures risks of the member organizations of

the association and their affiliated companies;

5. ™M“Branch business” means any insurance business transacted by
a branch captive insurance company in this state;

6. “Branch captive insurance company” means an alien captive
insurance company licensed by the Insurance Commissioner to transact
the business of insurance in this state through a business unit with

a principal place of business in this state. A branch captive

insurance company must be a pure captive insurance company with

respect to operations in this state, unless otherwise permitted by

the Insurance Commissioner;

7. “Branch operations” means any business operations of a
branch captive insurance company in this state;

8. M“Capital and surplus” means the amount by which the value of

all of the assets of the captive insurance company exceeds all of

the liabilities of the captive insurance company, as determined

under the method of accounting utilized by the captive insurance

company in accordance with the applicable provisions of this act;

9. M“Captive insurance company” means a pure captive insurance
company, association captive insurance company, <eaptive—reinsuranece
cempanyy sponsored captive insurance company, special purpose
captive insurance company, or industrial insured captive insurance

company formed or licensed under the Oklahoma Captive Insurance
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a. that is not in the corporate system of a parent and
affiliated companies,

b. that has an existing contractual relationship with a
parent or affiliated company, and

c. whose risks are managed by a pure captive insurance
company in accordance with Section 34 6470.27 of this
aekt title;

33—+ 11. “Insurance Commissioner” means the Insurance

Commissioner of the State of Oklahoma or designee of the Insurance

Commissioner;

+4~ 12. “Department” means the Oklahoma Department of
Insurance;

35+ 13. "Excess workers' compensation insurance" means, in the

case of an employer that has insured its workers' compensation risks

in accordance with applicable law, insurance in excess of specified

limits established by the Commissioner;

14. “GAAP” means generally accepted accounting principles;

16+ 15. “Industrial insured” means an insured insured—under
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+1 Nelabhams Qb o o
I N TOTITOINT o COCTCT OL
a. who procures the insurance of any risk or risks by use
of the services of a full-time employee acting as an
insurance manager or buyer,
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comp

the

b. whose aggregate annual premiums for insurance on all
risks total at least Twenty-five Thousand Dollars
($25,000.00), and

C. who has at least twenty-five full-time employees;

37 16. “Industrial insured captive insurance company” means a

any that insures risks of the industrial insureds that comprise
industrial insured group and their affiliated companies;

38+ 17. “Industrial insured group” means a—group—that meets

T+
T
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+5+ 18. ™Member organization” means any individual,
corporation, partnership, or association that belongs to an
association;

20— 19. “Parent” means any corporation, partnership, or
individual that directly or indirectly owns, controls, or holds with
power to vote more than fifty percent (50%) of the outstanding
voting securities of a pure captive insurance company;

23+ 20. “Participant” means an entity as defined in Section 38
of this act, and any affiliates of that entity, that are insured by

a sponsored captive insurance company, where the losses of the

participant are limited through a participant contract to the

participant’s pro rata share of the assets of a—preteeted—eeld one

or more protected cells identified in the participant contract;

22~ 23. “Participant contract” means a contract by which a

sponsored captive insurance company insures the risks of =&

portieipant one or more participants and limits the losses of £he

each participant to theassets—of o preoteeted—eed}t its pro rata

share of the assets of one or more protected cells identified in the

participant contract;

23+ 24. “Protected cell” means a separate aeecount—established

ENEA BN TN SIE N I PN I = T N L2 PINEP PN S T IRAWE ! ~
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partieipant and distinct account established and maintained by or on

behalf of a sponsored captive insurance company in which assets are

accounted for and recorded for one or more participants in
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accordance with the terms of one or more participant contracts to

fund the liability of the sponsored captive insurance company

assumed on behalf of the participants as set forth in the

participant contracts;

24— 25. “Pure captive insurance company” means a company that

insures risks of its parent, affiliated companies, of its parent and

any controlled unaffiliated business, or a combination thereof. For

purposes of this paragraph, “controlled unaffiliated business” means

an entity insured by a pure captive insurance company:

a. that is not in the corporate system of a parent and

affiliated companies,

b. that has an existing contractual relationship with a
parent or affiliated company, and
C. whose risks are managed by a pure captive insurance
company;
w - - - "
agtherized—towrite reinsurance by this state andthat has—a

26. “Reciprocal insurer” has the meaning given that term in

Article 29 of the Oklahoma Insurance Code;
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27. “Risk retention group” means a risk retention group formed

pursuant to the Liability Risk Retention Act of 1986 under Section

3901 of Title 15 of the United States Code;

28. “Special purpose captive insurance company” means a captive
insurance company that is formed or licensed under the Oklahoma

Captive Insurance €ede Company Act that does not meet the definition

of any other type of captive insurance company defined in this

section and is designated as a special purpose captive insurance

company by the Commissioner;

274+ 29. “Sponsor” means an entity that meets the requirements

of Section 3% 6470.30 of this @et title and is approved by the

Insurance Commissioner to provide all or part of the capital and
surplus required by applicable law and to organize and operate a
sponsored captive insurance company; and
28~ 30. “Sponsored captive insurance company” means a captive
insurance company:
a. in which the minimum capital and surplus required by
applicable law is provided by one or more sponsors,
b. that is formed or licensed under the Oklahoma Captive
Insurance Company AcCt,
c. that insures the risks of separate its participants

only through ke separate participant contracts

eentraet, and
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d. that segregates—the funds its liability ef to each
participant through one or more protected cellsy+ and

segregates the assets of each protected cell from the

assets of other protected cells and from the assets of

the sponsored captive insurance company's general

account.
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SECTION 6. AMENDATORY 306 0.5. 2011, Section ©470.3, as

amended by Section 5, Chapter 365, 0.S.L. 2012 (36 0.S. Supp. 2012,
Section 6470.3), is amended to read as follows:

Section 6470.3 A. A captive insurance company, when permitted
by its articles of incorporation or charter, may apply to the
Insurance Commissioner for a license to do any and all insurances
execept—workers' —ecompensatieon—inasuranecer; authorized by this title;
however:

1. A pure captive insurance company may not insure any risks
other than those of its parent, affiliated companies, controlled
unaffiliated business, or a combination thereof;

2. An association captive insurance company may not insure any
risks other than those of the member organizations of its

association and their affiliated companies;
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3. An industrial insured captive insurance company may not
insure any risks other than those of the industrial insureds that
comprise the industrial insured group and their affiliated
companies;

4. A special purpose captive insurance company may—eonrty—irsure
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captive—insurance—company may provide insurance or reinsurance, or

both, for risks as approved by the Insurance Commissioner;
5. A captive insurance company may not provide personal motor

vehicle or homeowner's insurance coverage or any component of these

coverages; and
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captive insurance company may provide excess workers' compensation

insurance to its parent and affiliated companies, unless prohibited

by federal law or laws of this state or any other state having

jurisdiction over the transaction, and 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.

B. To conduct insurance business in this state a captive

insurance company shall:
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shall file with the Commissioner a certified copy of its

organizational documents, a statement under oath of its president or

other authorized person showing its financial condition, a

feasibility study, a business plan, and any other statements,

information or documents required by the Commissioner.

2. In addition to the information required by paragraph 1 of
this subsection, an applicant captive insurance company shall file
with the Insurance Commissioner evidence of:

a. 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. the overall soundness of its plan of operation,
d. the adequacy of the loss prevention programs of its
parent;—member organizatieons;—erdndustriat insureds

as—apptieabte, and
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4— Information submitted pursuant to this subsection is

confidential and may not be made public by the Insurance

Commissioner or an agent or employee of the Insurance Commissioner

without the written consent of the company, except that:

a. information may be discoverable by a party in a civil
action or contested case to which the captive
insurance company that submitted the information is a
party, upon a showing by the party seeking to discover
the information that:

(1) the information sought is relevant to and
necessary for the furtherance of the action or
case,

(2) the information sought is unavailable from other
nonconfidential sources, and

(3) a subpoena issued by a judicial or administrative
officer of competent jurisdiction has been
submitted to the Insurance Commissioner; however,
the provisions of this paragraph do not apply to
an industrial insured captive insurance company
insuring the risks of an industrial insured
group, and

b. the Insurance Commissioner may disclose the
information to a public officer having jurisdiction
over the regulation of insurance in another state if:
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(1) the public official agrees in writing to maintain
the confidentiality of the information, and
(2) the laws of the state in which the public
official serves require the information to be
confidential.
D. A captive insurance company shall pay to the Department a

nonrefundable application fee of Two Hundred Dollars ($200.00) for

reviewing its application to determine whether it is complete and a

nonrefundable processing fee of Three Thousand Dollars ($3,000.00)

for examining, investigating, and processing its application for

license, and in addition, the Insurance Commissioner may retain

legal, financial, and examination services from outside the
Department, the reasonable cost of which may be charged against the
applicant. This title applies to examinations, investigations, and
processing conducted under the authority of this section. =
agditieon Also, a captive insurance company shall pay a license fee
for the year of registration and a renewal fee of Three Hundred
Dollars ($300.00).

E. Two or more captive insurance companies under common

ownership and control shall pay the Two-Hundred-Dollar application

fee and the Three-Hundred-Dollar renewal fee required by subsection

D of this section as though they were a single captive insurance

company; provided however, that each such captive insurance company

shall pay the processing fee of Three Thousand Dollars ($3,000.00)
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and shall be charged the reasonable cost of any legal, financial and

examination services and other expert services from outside the

Department retained by the Commissioner in connection with the

examination, investigation and processing of their applications for

certificates of authority. For purposes of this subsection,

"control" has the meaning set forth in Article 16A of this title.

F. If the Insurance Commissioner is satisfied that the
documents and statements filed by the captive insurance company
comply with the provisions of the Oklahoma Captive Insurance Company
Act, the Insurance Commissioner may grant a license authorizing the

company to do insurance business in this state until the succeeding

March 1 at which time the license may be renewed.

G. 1. Notwithstanding any other provision of this act, the

Commissioner may issue a provisional license to any applicant

captive insurance company for a period not to exceed sixty (60) days

if the Insurance Commissioner deems that the public interest will be

served by the issuance of such license.

2. As a condition precedent to the issuance of a provisional

license under this section, the applicant shall have filed a

complete application containing all information required by this

section, paid all fees required for licensure and the Commissioner

shall have made a preliminary finding that the expertise, experience

and character of the person or persons who will control and manage

the applicant captive insurer are acceptable.
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3. The Insurance Commissioner may by order limit the authority

of any provisional licensee in any way deemed necessary to protect

insureds and the public. The Insurance Commissioner may by order

revoke a provisional license if the interests of insureds or the

public are endangered. If the applicant fails to complete the

regular licensure application process, the provisional license shall

terminate automatically.

SECTION 7. AMENDATORY 306 0.5. 2011, Section 6470.6, 1is
amended to read as follows:
Section 6470.6 A. The Insurance Commissioner may not issue =

or renew the license e of a captive insurance company unless the

company possesses and thereafter maintains unimpaired aggregate

paid-in capital and surplus of:

1. In the case of a pure captive insurance company, not less

than oreHurdred Fhovsand Pottars—{5166-666-00)> Two Hundred Fifty

Thousand Dollars ($250,000.00), One Hundred Fifty Thousand Dollars

($150,000.00) of which must be paid-in prior to the issuance of a

license, and an additional One Hundred Thousand Dollars

($100,000.00) of which must be paid-in on or before the first

anniversary of the issuance of the initial license;

2. In the case of an association captive insurance company

incorporated as a stock insurer, not less than FewrHundred Thousand

Peottars—{$466+6066-060) Seven Hundred Fifty Thousand Dollars

($750,000.00) ;
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3. In the case of an industrial insured captive insurance

company incorporated as a stock insurer, not less than Fwe—Hundred

Theousand—b (5206060606 Five Hundred Thousand Dollars

11 a+vra
A\ g ny & o )

($500,000.00) ;

4. In the case of a sponsored captive insurance company, not
less than Five Hundred Thousand Dollars ($500,000.00); and

5. 1In the case of any captive insurance company doing business

as a risk retention group, not less than One Million Dollars

($1,000,000.00); and

6. In the case of a special purpose or branch captive insurance

company, not less than Two Hundred Fifty Thousand Dollars

($250,000.00) or an amount determined by the Insurance Commissioner

after giving due consideration to the business plan of the company,
feasibility study, and pro formas, including the nature of the risks
to be insured. The capital may be in the form of cash, cash
equivalent, or an irrevocable letter of credit issued by a bank
chartered by this state or a member bank of the Federal Reserve
System and approved by the Insurance Commissioner.

B. The Insurance Commissioner may prescribe additional capital

and surplus based upon the type, volume, and nature of insurance

business transacted. This—ecapitalmay be—in—the formof—an

SN hoaoyrtoara~d ey 101 o
T T cCTrea—Ooy T o

s

] ]
—C—=C

SENATE FLOOR VERSION - SB700 SFLR Page 25
(Bold face denotes Committee Amendments)




0 0] th e th
(0] - [09] ¢ H HOj [09)
s} 0} ()] HO) D -H D D ~ D
(] 0] > 0] D — WH H W D)
IS 0 Q - - 1] ow [09) D 4P D (@)
] n Q ) @) ® (0] 4 © [09] D - 4P D
g . s Q > 0, - ()] HO) oy D o o) HO) H i)
0 (@) IS 0] T ® ()] ] ] — D oo ® W B 1] ) D [19] - 3 oo
] a © q (0] ) oy IS @) O — ® 4 U o H ey & (@) -H
© e s} ) 0 ® 0, - o)} b B (] 0} (0] D
~ S iE) (@) - H > ® ® [09) 1b D D HH b T N
> Q @ o B EB] IS O D ey - e & U ~ N @ 0
o (0] “ D Q [09) - O @) ~ 09] fox) 4 By ® D o b Q 3
© O “ @] i) o “ el a n 9] B B . ® w O —
Q, ) - Q - -H 3 © © D D D L) D D $H $H N0} - 0,
g 3 s S ) D 0 — Y ) —H & D 0] & D D D > Y
O (0] o' - + ) H 0} i 3 0 o 0 B ® H 4P ® w - 3
@) — O O (] O 0 D © Y] © [09] B P H O 0
Q H 0] a O fH a — D Rty D n D ~ D
O (V] “ - c D 0] 0] - Y] oo [99) H D @ — b [00] (] “
@) i) > @) ] G G H H D oy -t N0 D @)
a 3 M T HOj iu] i) 0] D D Rty [ON D Ry D D a s >
© Q S H (0) 0 D 0) uh 0, 1 4b A o g0} ] —
“ - O a “ jin) 4 > O} D -H D b H D —H [o ©
3 S| - Q [09) O Q < o) Ko Ko ) H N0 D & ® i
0 ) . © o 09 2 D ® D o < i H i) -
o ) (0] ) — -H iS) o] P Y] » H oo 4 4P - D (@) Q,
- ] iE) o (@) c 0] o 4 D [09) D ] D - 4 HOj a 0]
iB] - e N m} St (@) D oo [09) H [09) -t o) © oo D @)
0] 0 0] © > D O -~ n - @ Ry Rty D D M >
> 0] G — & @) -t = 3 ()] D 1P [ - -t ()] -H A (0] © <
- -~ [0) -~ () © o' 0} H B -H o' D D ® 0} D e )
N i) q 0] T — - 0] > D 90} D & n H o +
0, - @) — q 0 - (0] ] Y o B sH P 4 D + >
® — - Q © 0O, D e) Q jon © D N [99] D D @ +
O -— 0 ] OF = 0 () - D [o9) B -t 4 © W © @)
Q () @] O 0 3 Q HO) H D -H -t o h $H D D 0, (0]
< © - O 0] 0] D — ~ B K + H D D B g Q,
O -~ g > < + () . Q, — - 4 oy o, 4b n A O 0
g — g 0} 0 © @ 0 Y 0} ) 0} NOJ ® D b P n T O 0}
© O “ -~ i) ® @ -] e @ @ K oy D L9} D -H P “
“ 4 O “~ — n K D n i) -H -H ® H [o9] @ — D QO
Q O - Q B - () [00] HO) -H H @) i
Q ] o ) + O o ~ ~ ba D D B ] D sH q +
© + O a ] 0] @ ® a a 9] 9] &Y @ @ H & D © -
q q @ 0 t - s © @ 2 D B - - D o} ~  Q r =
4 (0] ] 0] -— @) [09) Ko OB N iy} H -H b & 3
(@) IS Y > o 4 OF — ) © oo 4P & B o} Q D 0 c
> 3 Q [0} ) D D © O “ -H D D D b HO)J & a O
0] © 0 QO HOj i) < ] [ON ® )] H Eiy) D HO)J - -—
2] Q, c T 4 ¢ on -— [« K & -H 4P D ® iu)
M H 0] ~ O B [0} 0, > O Q D [0} ) H [0} Koo O 3
O (0) o) i) oy © o O £ ) oy jon B D n $H > Q
el 0} o Q in) 0 ® 0 © P - o (o] B ()] — -t D - -
0] i) < i} 1] - “ fH Q, 0] ¢ - ® H D D D — ) “
i + 4 (0] (= [0) D (0] = @) D & $H D ()] [09] n Q D Q, in]
n] “ © 0] S G O e i B 0] ® R ® 9]
(@) ~ ~ o 3 09] iS) O @M Ei KA [99) oo 1y D b i) ® @) -
a 4 n e} [0} 0] n n Y [09) [oF @ D €4 4 49} b o)
H o o — Q c - c 0] 3 B -H i) D - D N <
> O > Q - © @) () -m © [09) [09) H “
iB] - 4 [ 0} ow G c c © D B [op) B D n 0]
. - i) i < o ™ i) ® - ® T » p sH P (O] g0} - : <
O S © ] Q, i) a B “ 0] &4 -H H H D My [ )
) “ 0 0] -— D n 3 Y 09] ® 4 [o)) N D P (@)
(@) (0] 3 O “ O H n n N D, [09) D @ [0p)
0] Q, “ O @) 0] oo 0] a H D @ ® oy D 4y B i “
() @) + © i O P — H O =t B ) H 1) a1 D 5 - O
— o~ o™ <t Te) Nel r~ o o — N ™ <t To) e} o~ oo} o o — N ™ <t
— — — — — — — — — — N N N N N

Page 26

SB700 SFLR

(Bold face denotes Committee Amendments)

SENATE FLOOR VERSION



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

£+ I S NS
C C - 1 CTT i N N T

wrance—Code, without

P
|__l
!:_I.
i

T A\ T

the prior approval of the Insurance Commissioner. Approval of an
ongoing plan for the payment of dividends or other distributions
must be conditioned upon the retention, at the time of each payment,
of capital or surplus in excess of amounts specified by, or
determined in accordance with formulas approved by, the Insurance
Commissioner.

SECTION 8. AMENDATORY 36 0.S. 2011, Section 6470.10, is
amended to read as follows:

Section 6470.10 A. A pgre captive insurance company er—=

sponsored—ecaptive insurance—company mWmusE may be incorporated as a

StOCk EESW-E TR N NEPSE 2 I~ S I~ TN I SN B 1 T I N B IR AN alh v A AT A sy
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oekhetders corporation or as a nonstock corporation, or may be
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between the provisions of the laws of this state or the laws of such

other jurisdiction, as applicable, under which such captive

insurance company is organized, and the provisions of this title,

the latter eentrels shall control.

2. A captive insurance company, formed or licensed under the

Oklahoma Captive Insurance Company Act, has the privileges and is

subject to the provisions of Oklahoma law as well as the applicable

provisions contained in the Oklahoma Captive Insurance Company Act.

If a conflict occurs between a provision of the general law of

Oklahoma and a provision of the Oklahoma Captive Insurance Company

Act, the latter controls. No provision of the Insurance Code, other

than those contained in this act or otherwise specifically

referencing such companies, shall apply to captive insurance

companies.

3. In addition to the applicability of law provided in this

section, a captive insurance company operating as a risk retention

group shall be subject to the provisions of the Oklahoma Risk

Retention Act under Sections 6451 through 6468 of this title.

4. The provisions of the Oklahoma Insurance Code pertaining to
mergers, consolidations, conversions, mutualizations, and
redomestications apply in determining the procedures to be followed

by a captive insurance company in carrying out any of the
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5. The terms and conditions set forth in Articles 18 and 19 of

the Oklahoma Insurance Code pertaining to insurance supervision,

conservatorship, rehabilitation, and receiverships apply in full to

captive insurance companies formed under the Oklahoma Captive

Insurance Company Act.

SECTION 9. AMENDATORY 36 0.S. 2011, Section 6470.11, is
amended to read as follows:

Section 6470.11 A. A captive insurance company may not be
required to make an annual report except as provided in the Oklahoma
Captive Insurance Company Act.

B. Before March 1 of each year, a captive insurance company e¥

ve—reinsuranece—eompany shall submit to the Insurance
Commissioner a report of its financial condition, verified by oath
of two of its executive officers. Except as provided in Seetiens
Section 6470.6 and—6476-8 of this title, a captive insurance company

er—a—eaptivereinsurance—eompany shall report using statwtory

generally accepted accounting principles, unless the Insurance

Commissioner approves the use of gemrerally aecepted statutory

accounting principles or international accounting standards, with

useful or necessary modifications or adaptations required or
approved or accepted by the Insurance Commissioner for the type of

insurance and kinds of insurers to be reported upon, and as
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supplemented by additional information required by the Insurance
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report+ Any captive insurance company whose use of statutory

accounting principles is approved by the Commissioner may make such

modifications and adaptations thereof as are necessary:

1. To record, as "admitted", the full value of all investments

by such captive insurance company permitted under this chapter; and

2. Subject to the Commissioner's approval, to make its reports

under this section consistent with the purposes of this chapter.

C. A pure captive insurance company may make written
application for filing the required report on a fiscal year-end that
If an

is consistent with the fiscal year of the parent company.

alternative reporting date is granted:

1. The annual report is due sixty (60) days after the fiscal
year—-end; and
2. In order to provide sufficient detail to support the premium

tax return, the pure captive insurance company shall file before

March 1 of each year for each calendar year-end, pages 1 through 7
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of the “Captive Annual Statement: Pure or Industrial Insured”,
verified by oath of two of its executive officers.

D. Sixty (60) days after the fiscal year-end, a branch captive
insurance company shall file with the Insurance Commissioner a copy
of all reports and statements required to be filed under the laws of
the jurisdiction in which the alien captive insurance company is
formed, verified by ocath of two of its executive officers. If the
Insurance Commissioner is satisfied that the annual report filed by
the alien captive insurance company in its domiciliary jurisdiction
provides adequate information concerning the financial condition of
the alien captive insurance company, the Insurance Commissioner may
waive the requirement for completion of the captive annual statement
for business written in the alien jurisdiction. Such waiver must be
in writing and subject to public inspection.

SECTION 10. AMENDATORY 36 0.S. 2011, Section 6470.12, is
amended to read as follows:

Section 6470.12 A. A Upon written application, accompanied by

such information as the Commissioner requires, the Commissioner may

grant permission to a sponsored captive insurance company ampd—a Or a

special purpose captive ¥reimsuraree insurance company wmay to

discount #heir loss and loss adjustment expense reserves at treasury
rates applied to the applicable payments projected through the use

of the expected payment pattern associated with the reserves.
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B. A sponsored captive insurance company and a special purpose

captive reimswranee insurance company shall file annually an
actuarial opinion on loss and loss adjustment expense reserves
provided by an independent actuary. The actuary may not be an
employee of the captive company or its affiliates.

C. The Insurance Commissioner may disallow the discounting of

reserves 1f a spenmsered captive insurance company er—a—eaptive
reinsurance—company violates a provision of this title.

SECTION 11. AMENDATORY 36 0.S. 2011, Section 6470.13, is
amended to read as follows:

Section 6470.13 A. At least once in £hree—+{3} five (5) years,
and whenever the Insurance Commissioner determines it to be prudent,
the Commissioner personally, or a competent person appointed by the
Commissioner, shall conduct an examination under Sections 309.1
through 309.7 of this title, as well as determine whether the
captive insurer has complied with the Oklahoma Captive Insurance
Company Act. The Commissioner upon application, in his or her

discretion, may enlarge the £hree—year five-year period to £five—5)

seven (7) years—3faoeapErve ThaSurance—company T5—Subjeet—+

- -
_J\./ Ay (&

[0)]

D
[0)]

oAy
U

[0)]

crs—approve
theCommissioner. The expenses and charges of the examination must

be paid in accordance with the payment provisions of Sections 309.1

through 309.7 of this title.
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B. All examination reports, preliminary examination reports or
results, working papers, recorded information, documents and copies
of documents produced by, obtained by, or disclosed to the
Commissioner or any other person in the course of an examination
made under this section are confidential and are not subject to
subpoena and may not be made public by the Commissioner or an
employee or agent of the Commissioner without the written consent of
the company, except to the extent provided in this subsection.
Nothing in this subsection prevents the Commissioner from using this
information in furtherance of the regulatory authority of the
Commissioner under the Oklahoma Captive Insurance Company Act. The
Commissioner may grant access to this information to public officers
having jurisdiction over the regulation of insurance in any other
state or country, or to law enforcement officers of this state or
any other state or agency of the federal government at any time, so
long as the officers receiving the information agree in writing to
hold it in a manner consistent with this section.

C. 1. This section applies to all business written by a
captive insurance company; however, the examination for a branch
captive insurance company must be of branch business and branch
operations only, as long as the branch captive insurance company
provides annually to the Commissioner a certificate of compliance,
or its equivalent, issued by or filed with the licensing authority

of the jurisdiction in which the branch captive insurance company is
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formed and demonstrates to the satisfaction of the Commissioner that
it is operating in sound financial condition in accordance with all
applicable laws and regulations of that jurisdiction.

2. As a condition of licensure, the alien captive insurance
company shall grant authority to the Commissioner for examination of
the affairs of the alien captive insurance company in the
jurisdiction in which the alien captive insurance company is formed.

SECTION 12. AMENDATORY 36 0.S. 2011, Section 6470.14, is
amended to read as follows:

Section 6470.14 A. The license of a captive insurance company
to conduct an insurance business in this state may be suspended or
revoked by the Insurance Commissioner for:

1. 1Insolvency or impairment of capital e¥ and surplus;

2. Failure to meet the requirements of Seetiens Section 6470.6
and—6476-8 of this title;

3. Refusal or failure to submit an annual report, as required
by Section 6470.11 of this title, or any other report or statement
required by law or by lawful order of the Commissioner;

4. Failure to comply with its own charter, bylaws, or other
organizational document;

5. VFailure to pay any tax or fee, or submit to examination or

any legal obligation relative to an examination, as required by this
section;

6. Refusal or failure to pay the cost of examination;
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7. Use of methods that, although not otherwise specifically
prohibited by law, nevertheless render its operation detrimental or
its condition unsound with respect to the public or to its
policyholders; or

8. Failure otherwise to comply with laws of this state.

B. If the Commissioner finds, upon examination, hearing, or
other evidence, that a captive insurance company has committed any
of the acts specified in subsection A of this section, the
Commissioner may suspend or revoke such license if the Commissioner
considers it in the best interest of the public and the
policyholders of the captive insurance company.

C. In addition to or in lieu of any applicable revocation or
suspension of the license of a captive insurer, the Commissioner may
fine any captive insurer who violates any provision of the Oklahoma
Insurance Code a civil penalty of not more than Five Thousand
Dollars ($5,000.00) for each occurrence.

SECTION 13. AMENDATORY 36 0.S. 2011, Section 6470.15, is
amended to read as follows:

Section 6470.15 A. An association captive insurance company

PN BN NI I N P SIE N S| EIRAW LR BTS2 S T EIR oS NE NP P CNE N N T I NPT VNS RPN S 2
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risks—eof—an—industriat—dnsured—greup shall comply with the

investment requirements contained in the Oklahoma Insurance Code.

The Insurance Commissioner may approve the use of alternative
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retiable—wethods—of ataation—and £ing investment requirements

upon application by such captive insurance company.

B. A pure captive insurance company, special purpose captive

insurance company, branch captive insurance company, an industrial

insured captive insurance company, and a sponsored captive insurance
company are not subject to any restrictions on allowable investments
contained in the Oklahoma Insurance Code; however, the Insurance

Commissioner may prohibit or limit an investment that threatens the

solvency or liquidity of the company.
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minimum capital and surplus funds required by Seetieons—33—and—315

Section 6470.6 of this @ef title are prohibited.

D. Subject to subsections A and B of this section and Section

6470.31 of this title, as applicable, a captive insurance company

may own securities of or other interests in another captive

insurance company, whether voting or nonvoting.

SECTION 14. AMENDATORY 36 0.S. 2011, Section 6470.16, is
amended to read as follows:

Section 6470.16 A. A captive insurance company may provide
reinsurance, as authorized in the Oklahoma Insurance Code, for

domestic insurers on risks ceded by any other insurer.
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B. A captive insurance company may take credit for reserves on

risks or portions of risks ceded to reinsurers eempitying only in

accordance with the Oklahoma Insurance Code—A—<captiveinsurer may
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SECTION 15. AMENDATORY 36 0.5. 2011, Section 6470.18, is

amended to read as follows:

ection . captive insurance compan inetuding—a
Sect 6470.18 A pt panys 1uding

contribute financially to a plan, pool, association, or guaranty or
insolvency fund in this state, and a captive insurance company, oOr
its insured or its parent or any affiliated company or any member
organization of its association, or in the case of a captive
insurance company organized as a reciprocal insurer, a subscriber of

the company, or in the case of a sponsored captive insurance

company, a protected cell or participant in a protected cell may not

receive a benefit from a plan, pool, association, or guaranty or
insolvency fund for claims arising out of the operations of such
captive insurance company.

SECTION 16. AMENDATORY 36 0.S. 2011, Section 6470.19, as
amended by Section 6, Chapter 365, 0.S.L. 2012 (36 0.S. Supp. 2012,

Section 6470.19), 1s amended to read as follows:
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Section 6470.19 A. A FEach captive insurance company, other

than a sponsored captive insurance company, and each protected cell

of a sponsored captive insurance company, shall pay to the

Department, by March 1 of each year, a tax at the rate of feur-
foanth o £ n Soroant (0 421\ o+ £o1 ot Mootz M2 172~y NATT e
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fter two-tenths of one percent (0.2%) on the direct premiums

collected or contracted for on policies or contracts of insurance
written by the captive insurance company during the year ending
December 31 next preceding, after deducting from the direct premiums
subject to the tax the amounts paid to policyholders as return
premiums which shall include dividends on unabsorbed premiums or

premium deposits returned or credited to policyholders up to a

maximum tax for such year of One Hundred Thousand Dollars

($100,000.00); provided however, that no tax shall be due or payable

as to consideration received for annuity contracts.

B. A captive insurance company, other than a sponsored captive

insurance company, and each protected cell of a sponsored captive

insurance company, shall pay to the Department, by March 1 of each

year, a tax at the rate of two—hundredtwenty-five thousandthsof
P2 o r oA (N D2DC 0\ n  +h £21 ot Mozt cz M2 172~y MNATT o
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5265006600660 one-tenth of one percent (0.1%) of assumed

reinsurance premium;—and—one—hundred—Ffifty—thousandths—of one

pnorocant (AN TENCNY n o+ set - Megarmt+xz M3 1Tl 3~ NATlTrae (S50 ANAN ANAN AN
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pereen thereafter. However, no reinsurance
tax applies to premiums for risks or portions of risks which are
subject to taxation on a direct basis pursuant to subsection A of
this section. A premium tax is not payable in connection with the
receipt of assets in exchange for the assumption of loss reserves
and other liabilities of another insurer under common ownership and
control if the transaction is part of a plan to discontinue the
operations of the other insurer and if the intent of the parties to
the transaction is to renew or maintain business with the captive

insurance company.

C. A sponsored captive insurance company shall pay to the

Department, by March 1 of each year, a tax on direct and assumed

premiums equal, in the aggregate, to the minimum tax provided in

subsection D of this section.

D. If the aggregate taxes to be paid by a captive insurance

company or a protected cell of a sponsored captive insurance company

calculated under subsections A and B of this section amount to less
than Five Thousand Dollars ($5,000.00) in any year, the captive

insurance company or protected cell shall pay a minimum tax of Five
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Thousand Dollars ($5,000.00) for that year. However, 1in the

calendar year in which a captive is first licensed, or the protected

cell is approved by the Commissioner, the minimum tax will be

prorated on a quarterly basis. For eaptives those licensed in the
first quarter, the prorated minimum tax is Five Thousand Dollars
($5,000.00) . For eaptiwves those licensed in the second quarter, the
prorated minimum tax is Three Thousand Seven Hundred Fifty Dollars
($3,750.00) . For eaptiwves those licensed in the third quarter, the
prorated minimum tax is Two Thousand Five Hundred Dollars
($2,500.00) . For eaptiwves those licensed in the fourth quarter, the
prorated minimum tax is One Thousand Two Hundred Fifty Dollars
($1,250.00). 1In the calendar year in which a captive is first

licensed or the protected cell is first approved by the

Commissioner, i1if the aggregate taxes to be paid by a—eaptive

iasurance—eompany calculated under subsections A and B of this
section amount to less than the minimum tax prorated on a quarterly

basis, the captive insuvranece—ecoempany oOr protected cell shall pay the

prorated minimum tax for that calendar year.

b—Ff E. Subject to subsections F, G and H of this section, if

the aggregate taxes on direct and assumed premiums to be paid by a

captive insurance company or a protected cell of a sponsored captive

insurance company calculated under subsections A and B of this

section amount to more than One Hundred Thousand Dollars

($100,000.00) in any year, the captive insurance company shall pay a
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year and that otherwise would be liable under this section for tax

for such year in an amount exceeding Fifty Thousand Dollars

($50,000.00) shall pay to the Commissioner under this section a tax

for such year in the amount of Fifty Thousand Dollars ($50,000.00).

For purposes of this subsection, "qualified individual" means a

natural person employed in this state on a regular basis of thirty-

five (35) or more hours per week either by such captive insurance

company, or by a wholly-owned subsidiary of such captive insurance

company that provides captive insurance company management,

operating, investment or related services exclusively to such

captive insurance company.

I. The tax provided for in this section constitutes all taxes
collectible under the laws of this state from a captive insurance

company or a protected cell of a sponsored captive insurance

company, and no other occupation tax or other taxes may be levied or

collected from a captive insurance company by the state or a county,
city, or municipality within this state, except ad valorem taxes on
real and personal property used in the production of income.

SECTION 17. AMENDATORY 36 0.S. 2011, Section 6470.20, is

amended to read as follows:

Section 6470.20 A —PA—coaptive reinsurance company Shatl—Ppay—Ete
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&+ A captive reinsurance company failing to make returns or

pay all taxes required by this section is subject to sanctions
provided in the Oklahoma Insurance Code.

SECTION 18. AMENDATORY 36 0.5. 2011, Section 6470.22,

amended to read as follows:

Section 6470.22 The Insurance Commissioner may, by rule,

regulation, or order, exempt special purpose captive insurance

companies, on a case-by-case basis, from provisions of the Oklaho

Insurance Code, Oklahoma Captive Insurance Company Act and any ru

to

is

ma

le

or regulation established under either that he or she determines

be inappropriate to apply to such companies given the nature of t

risks to be insured.

SECTION 19. AMENDATORY 36 0.5. 2011, Section 6470.27,

amended to read as follows:
Section 6470.27 The Insurance Commissioner shall promulgate

regulations establishing standards to ensure that a parent or

affiliated company is able to exercise control of the risk
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B. Supplemental license application materials.

In addition to the information required by subsection C of

Section 6470.3 of this title, each applicant sponsored captive

insurance company shall file with the Commissioner the following:

1. Materials demonstrating to the satisfaction of the

Commissioner how the applicant will report to the Commissioner on,

and account for, the loss and expense experience of each protected

cell;

2. A statement acknowledging that all financial records of the

sponsored captive insurance company, including records pertaining to

any protected cells, shall be made available for inspection or

examination by the Commissioner or the Commissioner's designated

agent;

3. All contracts or sample contracts between the sponsored

captive insurance company and any participants; and

4. Evidence that expenses shall be allocated to each protected

cell in a fair and equitable manner.

C. One or more sponsors may form a sponsored captive insurance
company under the Oklahoma Captive Insurance Company Act.

B— D. A sponsored captive insurance company formed or licensed
under the Oklahoma Captive Insurance Company Act may establish and

maintain one or more protected cells to insure risks of one or more

participants, subject to the following conditions:
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1. The shareheotders persons holding the voting interests of a

sponsored captive insurance company must be limited to its

participants and sponsors; provided, that a sponsored captive

insurance company may issue nonvoting securities or interests to

other persons on terms approved by the Commissioner;

2. FEach protected cell must be accounted for separately on the
books and records of the sponsored captive insurance company to
reflect the financial condition and results of operations of the
protected cell, net income or loss, dividends or other distributions
to participants, and other factors may be provided in the
participant contract or required by the Insurance Commissioner;

3. The assets of a protected cell must not be chargeable with

liabilities arisingeuvt of any other insuraneebusiness protected

cell or, unless otherwise agreed in the applicable participant

contract, of the sponsored captive insurance company may—ecerndget;

4. ©No sale, exchange, or other transfer of assets, or dividend

or other distribution, may be made with respect to a protected cell

by the sponsored captive insurance company between—oramengany of

+Es—proteeted——eelts without the consent of the participants of each

affected protected eedds cell;
5. ©No sale, exchange, transfer of assets, dividend, or

distribution, other than a payment to a sponsor in accordance with

the applicable participant contract, may be made from a protected

cell to a sponsor or participant without the approval of the
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Insurance Commissioner and in no event may the approval be given if
the sale, exchange, transfer, dividend, or distribution would result
in insolvency or impairment with respect to a protected cell;

6. A sponsored captive insurance company annually shall file
with the Insurance Commissioner financial reports the Insurance
Commissioner requires, which shall include, but are not limited to,
accounting statements detailing the financial experience of each
protected cell;

7. A sponsored captive insurance company shall notify the
Insurance Commissioner in writing within ten (10) business days of a
protected cell that is insolvent or otherwise unable to meet its
claim or expense obligations; and

8. No participant contract shall take effect without the prior
written approval of the Insurance Commissioner, and the addition of
each new protected cell and withdrawal of any participant or

termination of any existing protected cell constitutes a change in

the business plan of the sponsored captive insurance company

requiring the prior written approval of the Insurance Commissioner.
SECTION 22. AMENDATORY 36 0.S. 2011, Section 6470.30, is
amended to read as follows:
Section 6470.30 A sponsor of a sponsored captive insurance
company must be an insurer licensed pursuant to the laws of a state,
an insurance holding company that controls an insurer licensed

pursuant to the laws of any state and subject to registration
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Frsuvrance—Commissioner only its own risks or the risks of its

affiliates who are participants.

SECTION 24. REPEALER 36 0.S. 2011, Sections 6470.4,
6470.7, 6470.8, 6470.9, 6470.26, 6470.32 and 6470.33, are hereby
repealed.

SECTION 25. This act shall become effective November 1, 2013.

COMMITTEE REPORT BY: COMMITTEE ON INSURANCE
February 21, 2013 - DO PASS AS AMENDED
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