4070S. 06C
SENATE COW TTEE SUBSTI TUTE
FOR
HOUSE BI LL NO. 1568

AN ACT

To repeal sections 375.246, 375.330, 375.1202, 376.311,
376.671, 376.951, 376.952, 376.955, 376.957 and
379.080, RSMb, and to enact in lieu thereof fourteen
new sections relating to insurance.

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF M SSOURI
AS FOLLOWE:

Section A Sections 375.246, 375.330, 375.1202, 376.311,
376.671, 376.951, 376.952, 376.955, 376.957 and 379. 080, RSM,
are repeal ed and fourteen new sections enacted in |ieu thereof,
to be known as sections 375.246, 375.330, 375.1202, 376. 311,
376.671, 376.951, 376.952, 376.955, 376.957, 376.1121, 376.1124,
376.1127, 376.1130 and 379.080, to read as follows:

375.246. 1. Credit for reinsurance shall be allowed a
donestic ceding insurer as either an asset or a [deduction]
reduction fromliability on account of reinsurance ceded only
when the reinsurer neets the requirenents of subdivisions (1) to
[(4)] (5) of this subsection. [If neeting the requirenents of
subdi vision (3) or (4) of this subsection, the requirenents of

subdi vision (5) nust also be nmet.] Credit shall be allowed

pursuant to subdivision (1), (2) or (3) of this subsection only

as respects cessions of those kinds or classes of business which

the assunming insurer is licensed or otherwise pernitted to wite

or assune in its state of domcile or, in the case of a United

States branch of an alien assunming insurer, in the state through
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which it is entered and licensed to transact insurance or

reinsurance. Credit shall be allowed pursuant to subdivision (3)

or (4) of this subsection only if the applicable requirenents of

subdi vi sion (6) have been sati sfi ed.

(1) Credit shall be allowed when the reinsurance is ceded
to an assum ng insurer [which] that is |icensed to transact
insurance in this state;

(2) Credit shall be allowed when the reinsurance is ceded
to an assum ng insurer [which] that is accredited as a reinsurer
inthis state. An accredited reinsurer is one [which] that:

(a) Files with the director evidence of its subm ssion to
this state's jurisdiction;

(b) Submits to the authority of the departnment of insurance
to exam ne its books and records;

(c) Is licensed to transact insurance or reinsurance in at
| east one state, or in the case of a United States branch of an
alien assumng insurer is entered through and licensed to
transact insurance or reinsurance in at |east one state;

(d) Files annually with the director a copy of its annual
statenent filed with the insurance departnment of its state of
domcile and a copy of its nbst recent audited financi al
statenent; and

(e) [Either:

a.] Maintains a surplus as regards policyholders in an
anount [which is] not less than twenty mllion dollars and whose
accreditation has not been denied by the director within ninety
days of its subm ssion; or

[b.] () Miintains a surplus as regards policyholders in an



anmount | ess than twenty mllion dollars and whose accreditation
has been approved by the director|;

c. The requirenents in subparagraphs a and b of this
paragraph do not apply to reinsurance ceded and assuned pursuant
to pooling arrangenents anong insurers in the sanme hol di ng
conpany system].

No credit shall be allowed a donestic ceding insurer if the
assum ng insurer's accreditation has been revoked by the director
after notice and heari ng.

(3) Credit shall be allowed when the reinsurance is ceded
to an assum ng insurer [which] that is domciled [and |icensed]
in, or in the case of a United States branch of an alien assum ng
insurer is entered through, a state [which] that enploys
standards regarding credit for reinsurance substantially simlar
to those applicable under this statute and the assum ng insurer
or United States branch of an alien assum ng insurer:

(a) Mintains a surplus as regards policyholders in an

anount not less than twenty mllion dollars; except that this

par agr aph does not apply to reinsurance ceded and assuned

pursuant to pooling arrangenents anong insurers in the sane

hol di ng _conpany system and

(b) Submts to the authority of the departnent of insurance
to exam ne its books and records;

(4) (a) Credit shall be allowed when the reinsurance is
ceded to an assum ng insurer [which] that maintains a trust fund
inaqualified United States financial institution, as defined in
subdi vision (2) of subsection 3 of this section, for the paynent

of the valid clains of its United States [policyhol ders and]



ceding insurers, their assigns and successors in interest. To

enable the director to determ ne the sufficiency of the trust

fund, the assuming insurer shall report annually to the director
information substantially the same as that required to be
reported on the National Association of Insurance Conm ssioners
annual statenent formby licensed insurers [to enable the
director to determine the sufficiency of the trust fund. |In the
case of a single assumng insurer, the trust shall consist of a
trusteed account representing the assunmng insurer's liabilities
attributable to business witten in the United States and, in
addition, the assum ng insurer shall maintain a trusteed surplus
of not less than twenty mllion dollars. 1In the case of a group
i ncl udi ng i ncorporated and i ndi vidual unincorporated
underwiters, the trust shall consist of a trusteed account
representing the group's liabilities attributable to business
witten in the United States and, in addition, the group shal
maintain a trusteed surplus of which one hundred mllion dollars
shall be held jointly for the benefit of United States ceding
insurers or any nenber of the group. The incorporated nenbers of
the group shall not be engaged in any busi ness other than
underwiting as a nenber of the group and shall be subject to the
sane | evel of solvency regulation and control by the group's
domciliary regulator as are the unincorporated nenbers. The
group shall nake available to the director an annual
certification of the solvency of each underwiter by the group's
domciliary regulator and its independent public accountants;

(b) In the case of a group of incorporated insurers under

comon adm ni stration which conplies with the filing requirenents



contained in the previous paragraph, and which is under the
supervi sion of the Departnent of Trade and I ndustry of the United
Ki ngdom and submits to the authority of the departnent of
i nsurance to exam ne its books and records and bears the expense
of such exam nation, and which has aggregate policyhol ders
surplus of ten billion dollars; the trust shall be in an anpunt
equal to the group's several liabilities attributable to United
St at es business ceded by United States ceding insurers to any
menber of the group pursuant to reinsurance contracts issued in
t he nane of such group; plus the group shall maintain a joint
trusteed surplus of which one hundred mllion dollars shall be
held jointly for the benefit of United States ceding insurers or
any nenber of the group as additional security for any such
liabilities, and each nenber of the group shall make available to
the director an annual certification of the nmenber's sol vency by
the nenber's domciliary regulator and its independent public
account ant ;

(c) Such trust shall be established in a form approved by

the director of insurance]. The assuming insurer shall submt to

exani nation of its books and records by the director.

(b) Credit for reinsurance shall not be granted pursuant to

this subdivision unless the formof the trust and any anendnents

to the trust have been approved by:

a. The conmmi ssioner or director of the state agency

reqgul ating i nsurance in the state where the trust is domcil ed;

or

b. The conmi ssioner or director of another state who,

pursuant to the terns of the trust instrunent, has accepted




princi pal requl atory oversight of the trust.

(c) The formof the trust and any trust anendnents shal

also be filed with the conm ssioner or director in every state in

whi ch the ceding insurer beneficiaries of the trust are

domciled. The trust instrunent shall provide that contested
clains shall be valid and enforceabl e upon the final order of any
court of conpetent jurisdiction in the United States. The trust

shall vest legal title to its assets in [the trustees of the

trust for its United States policyholders and] its trustees for

the benefit of the assuming insurer's United States ceding

insurers, their assigns and successors in interest. The trust
and the assum ng insurer shall be subject to exam nation as
determ ned by the director.

(d) The trust [described herein nust] shall remain in
effect for as long as the assum ng insurer [shall have] has
out standi ng obligations due under the reinsurance agreenents
subject to the trust[;

(d)]. No later than February twenty-ei ghth of each year the
trustees of the trust shall report to the director in witing
[setting forth] the balance of the trust and listing the trust's
investnments at the preceding year end and shall certify the date
of termnation of the trust, if so planned, or certify that the
trust [shall] will not expire prior to the next follow ng
Decenber thirty-first[;].

(e) The following requirenents apply to the foll ow ng

categories of assunming insurers:

a. The trust fund for a single assunm ng insurer shal

consist of funds in trust in an amount not | ess than the assuni ng




insurer's liabilities attributable to reinsurance ceded by the

United States ceding insurers, and, in addition, the assun ng

insurer shall maintain a trusteed surplus of not less than twenty

mllion dollars;

b. In the case of a group of incorporated and individual

uni ncorporated underwriters:

(i) For reinsurance ceded under reinsurance agreenents wth

an inception, amendnent or renewal date on or after August 1,

1995, the trust shall consist of a trusteed account in an anpunt

not less than the group's several liabilities attributable to

busi ness ceded by United States domiciled ceding insurers to any

nenber of the qroup;

(ii) For reinsurance ceded under reinsurance agreenents

with an inception date on or before July 31, 1995, and not

anended or renewed after that date, notw thstandi ng the other

provisions of this section, the trust shall consist of a trustee

account in an anmpbunt not less than the group's several insurance

and reinsurance liabilities attributable to business in the

United States:; and

(iii) In addition to these trusts, the group shall mintain

in trust a trusteed surplus of which one hundred mllion dollars

shall be held jointly for the benefit of the United States

dom ciled ceding insurers of any nenber of the group for all

vears of account;

c. The incorporated nenbers of the group shall not be

engaged in any business other than underwiting as a nmenber of

the group and shall be subject to the sane | evel of requlation

and sol vency control by the group's domiciliary requlator as are




t he uni ncor porated nenbers;

d. Wthin ninety days after its financial statenments are

due to be filed with the group's domciliary requlator, the group

shall provide to the director an annual certification by the

group's domciliary requl ator of the solvency of each underwiter

nenber; or if a certification is unavail able, financial

statenents, prepared by independent public accountants, of each

underwiter nenber of the group;

(5) Credit:

(a) Shall be allowed when the reinsurance is ceded to an

assum ng i nsurer not neeting the requirenents of subdivision (1),

(2), (3) or (4) of this subsection, but only as to the insurance

of risks located in a jurisdiction of the United States where the

reinsurance is required by applicable |aw or requl ati on of that

jurisdiction;

(b) W©May be allowed in the discretion of the director when

the reinsurance is ceded to an assuning insurer not neeting the

requirenents of subdivision (1), (2), (3) or (4) of this

subsection, but only as to the insurance of risks located in a

foreign country where the reinsurance is required by applicable

| aw or requl ation of that country;

[(5)] (&) |If the assumng insurer is not |icensed or
accredited to transact insurance or reinsurance in this state,
the credit permtted by subdivisions (3) and (4) of this
subsection shall not be allowed unless the assum ng insurer
agrees in the reinsurance agreenents:

(a) That in the event of the failure of the assum ng

insurer to performits obligations under the terns of the



rei nsurance agreenent, the assumng insurer, at the request of
the ceding insurer shall submt to the jurisdiction of the courts
of this state, will conply with all requirenents necessary to
gi ve such courts jurisdiction, and will abide by the final
deci sions of such courts or of any appellate courts in this state
in the event of an appeal; and

(b) To designate the director or a designated attorney as
its true and | awful attorney upon whom may be served any | awf ul
process in any action, suit or proceeding instituted by or on
behal f of the ceding conpany. This [provision] paragraph is not
intended to conflict with or override the obligation of the
parties to a reinsurance agreenent to arbitrate their disputes,
if [such an] this obligation is created in the agreenent and the
jurisdiction and situs of the arbitration is [the state of

M ssouri], with respect to any receivership of the ceding

conpany, any jurisdiction of the United States;

(7) If the assum ng insurer does not neet the requirenents

of subdivision (1), (2) or (3) of ths subsection, the credit

pernmitted by subdivision (4) of this subsection shall not be

al l owed unl ess the assum ng insurer agrees in the trust

agreenents to the follow ng conditions:

(a)  Notwi thstanding any other provisions in the trust

instrunent, if the trust fund is inadequate because it contains

an _anpunt | ess than the anpunt required by paragraph (e) of

subdi vision (4) of this subsection, or if the grantor of the

trust has been decl ared insolvent or placed into receivership,

rehabilitation, liquidation or simlar proceedings under the | aws

of its state or country of domcile, the trustee shall conply




with an order of the conmi ssioner or director with requl atory

oversi ght over the trust or with an order of a court of competent

jurisdiction directing the trustee to transfer to the

comm ssioner _or _director with regul atory oversight all of the

assets of the trust fund;

(b) The assets shall be distributed by and clains shall be

filed with and valued by the conmi ssioner or director with

requl atory oversight in accordance with the laws of the state in

which the trust is domciled that are applicable to the

| i quidation of domestic insurance conpani es;

(c) If the conm ssioner or director with requl atory

oversight determ nes that the assets of the trust fund or any

part thereof are not necessary to satisfy the clains of the

United States ceding insurers of the grantor of the trust, the

assets or part thereof shall be returned by the conmm ssi oner or

director with requlatory oversight to the trustee for

distribution in accordance with the trust agreenent:; and

(d) The grantor shall waive any right otherw se avail able

to it under United States law that is inconsistent with this

subsecti on.

2. [A] An asset or reduction fromliability for the

rei nsurance ceded by a donestic insurer to an assum ng insurer
not neeting the requirenents of subsection 1 of this section
shall be allowed in an anount not exceeding the liabilities
carried by the ceding insurer [and such]. The reduction shall be
in the amount of funds held by or on behalf of the ceding
insurer, including funds held in trust for the ceding insurer,

under a reinsurance contract with [such] the assumi ng insurer as
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security for the paynent of obligations thereunder, if [such] the
security is held in the United States subject to w thdrawal
solely by, and under the exclusive control of, the ceding
insurer; or, in the case of a trust, held in a qualified United
States financial institution, as defined in subdivision (2) of
subsection 3 of this section. This security nay be in the form
of :

(1) Cash;

(2) Securities listed by the securities valuation office of
t he National Association of I|Insurance Conm ssioners and
qualifying as admtted assets;

(3) (a) dean, irrevocable, unconditional letters of
credit, as defined in subdivision (1) of subsection 3 of this
section, issued or confirnmed by a qualified United States
financial institution no later than Decenber thirty-first [with
respect to] of the year for which filing is being made, and in

t he possession of, or in trust for, the ceding conpany on or

before the filing date of its annual statenent.

(b) Letters of credit neeting applicable standards of
i ssuer acceptability as of the dates of their issuance or
confirmation, notw thstanding the issuing or confirmng
institution's subsequent failure to neet applicable standards of
i ssuer acceptability, shall continue to be acceptable as security
until their expiration, extension, renewal, nodification or
amendnent, whi chever first occurs;

(4) Any other formof security acceptable to the director
[and approved by the attorney general].

3. (1) For purposes of subdivision (3) of subsection 2 of
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this section, a "qualified United States financial institution"
means an institution that:

(a) |Is organized or, in the case of a United States office
of a foreign banking organization, |licensed under the | aws of the
United States or any state thereof;

(b) Is regulated, supervised and exam ned by federal or
state authorities having regulatory authority over banks and
trust conpanies; and

(c) Has been determined by either the director, or the
securities valuation office of the National Association of
| nsurance Conmi ssioners, to neet such standards of financi al
condition and standing as are consi dered necessary and
appropriate to regulate the quality of financial institutions
whose letters of credit will be acceptable to the director.

(2) A"qualified United States financial institution”
means, for purposes of those provisions of this | aw specifying
those institutions that are eligible to act as a fiduciary of a
trust, an institution that:

(a) |Is organized, or in the case of a United States branch
or agency office of a foreign banking organi zation, |icensed
under the laws of the United States or any state thereof and has
been granted authority to operate with fiduciary powers; and

(b) Is regul ated, supervised and exam ned by federal or
state authorities having regulatory authority over banks and
trust conpani es.

4. The director nmay adopt rules and regul ati ons
i npl enenting the provisions of this section.

5. (1) The director shall disallow any credit as an asset
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or as a deduction fromliability for any reinsurance found by him
to have been arranged for the purpose principally of deception as
to the ceding conmpany's financial condition as of the date of any
financial statenent of the conpany. Wthout Iimting the general
purport of this provision, reinsurance of any substantial part of
the conpany's outstanding risks contracted for in fact within
four nmonths prior to the date of any such financial statenent and
canceled in fact within four nonths after the date of such
statenent, or reinsurance under which the assum ng insurer bears
no substantial insurance risk or substantial risk of net loss to
itself, shall prima facie be deened to have been arranged for the
purpose principally of deception within the intent of this
provi si on.

(2) (a) The director shall also disallow as an asset or

deduction fromliability to any ceding insurer any credit for

rei nsurance unl ess the reinsurance is payable to the ceding
conpany, and if it be inpaired or insolvent to its [rehabilitator
or] receiver, by the assum ng insurer on the basis of the
liability of the ceding conpany under the contracts reinsured
wi t hout di m nution because of the insolvency of the ceding
conpany.

(b) Such paynents shall be made directly to the ceding

insurer or to its domciliary liquidator except:

a. \Wiere the contract of insurance or reinsurance

specifically provides for paynent to the naned insured, assignee

or naned beneficiary of the policy issued by the ceding insurer

in the event of the insolvency of the ceding insurer; or

b. Where the assumng insurer, with the consent of it and

13



the direct insured or insureds in an assunption reinsurance

transacti on subject to sections 375.1280 to 375.1295, has assuned

such policy obligations of the ceding insurer as direct

obligations of the assunm ng insurer to the payees under such

policies and in substitution for the obligations of the ceding

i nsurer to such payees.

(c) Notwi thstandi ng paragraphs (a) and (b) of this

subdivision, in the event that a life and health insurance

guaranty associ ation has nmade the election to succeed to the

rights and obligations of the insolvent insurer under the

contract of reinsurance, then the reinsurer's liability to pay

covered reinsured clains shall continue under the contract of

rei nsurance, subject to the paynent to the reinsurer of the

rei nsurance prem uns for such coverage. Paynent for such

reinsured clains shall only be nade by the reinsurer pursuant to

the direction of the guaranty association or its desi gnated

successor. Any paynent nmade at the direction of the quaranty

association or its designated successor by the reinsurer wll

di scharge the reinsurer of all further liability to any other

party for such clai mpaynent.

(d) The reinsurance agreenent may provide that the

domciliary liquidator of an insolvent ceding insurer shall qive

witten notice to the assunming insurer of the pendency of a claim

agai nst _such ceding insurer on the contract reinsured within a

reasonable tine after such claimis filed in the |liquidation

proceeding. During the pendency of such claim any assuni ng

insurer nmay investigate such claimand interpose, at its own

expense in the proceedi ng where such claimis to be adjudicated
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any defenses which it deens available to the ceding insurer, or

its liquidator. Such expense may be filed as a claimagainst the

i nsolvent ceding insurer to the extent of a proportionate share

of the benefit which nay accrue to the ceding insurer solely as a

result of the defense undertaken by the assuning insurer. \Were

two or nore assum ng insurers are involved in the sanme clai mand

a nmpjority in interest elect to interpose a defense to such

claim the expense shall be apportioned in accordance with the

terns _of the reinsurance agreenent as though such expense had

been incurred by the ceding insurer.

6. [After an insurer has been declared insolvent the
i quidator or receiver of such insurer shall file with the
director a statement which shall reflect the clains reserves
(including incurred but not reported | osses) and unearned prem um
reserves whi ch have been established by the |iquidator or
recei ver and which shall also set forth the anmounts of such
reserves that are allocable to particular reinsurers of the
i nsol vent conpany. Each such statenent shall be filed by each
i qui dator or receiver not |ess frequently than annually and
shall be considered for all intents and purposes as the annual
statenent which was required to be filed by the insurer with the
director prior to the liquidation proceedings.] To the extent
that any reinsurer of an insurance conpany in |iquidation would
have been required under any agreenent pertaining to reinsurance
to post letters of credit or other security prior to an order of
liquidation to cover such reserves reflected upon [a] the |ast
financial statenent [required to post letters of credit or other

security to cover such] filed with a regulatory authority
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imedi ately prior to receivership, such reinsurer shall be

required to post letters of credit or other security to cover

reserves after a conpany has been placed in |iquidation or
receivership. |If areinsurer shall fail to post letters of
credit or other security as required by a reinsurance agreenent

or the provisions of this [section] subsection, the director may

[issue an order barring such reinsurer fromthereafter reinsuring
any insurance conpany which is incorporated under the |aws of the
state of Mssouri or admtted to do business in] consider

disallowing as a credit or asset, in whole or in part, any future

rei nsurance ceded to such reinsurer by a ceding insurance conpany

that is incorporated under the |laws of the state of M ssouri.

7. The provisions of section 375.420 shall not apply to any

action, suit or proceeding by a ceding insurer against an

assum ng i nsurer arising out of a contract of reinsurance

effectuated in accordance with the laws of M ssouri.

8. The provisions of this section shall beconme effective on
January 1, [1992] 2003, and shall be applicable to the financi al
statenents of a reinsurer as of Decenber 31, [1991] 2002.

375.330. 1. No insurance conpany fornmed under the | aws of
this state shall be permtted to purchase, hold or convey real
estate, excepting for the purpose and in the manner herein set
forth, to wt:

(1) Such as shall be necessary for its accommodation in the
transaction of its business; provided that before the purchase of
real estate for any such purpose, the approval of the director of
t he departnent of insurance nust be first had and obtai ned, and

[in no event shall] except with the approval of the director, the

16



val ue of such real estate, together with all appurtenances
t hereto, purchased for such purpose:

(a) |If a stock conpany, exceed the amount of its capital
st ock;

(b) If afire or casualty conpany, but not a stock conpany,
exceed sixty percent of its surplus or ten percent of its
adm tted assets, as shown by its |ast annual statenent preceding
the date of acquisition, as filed wth the director of the
departnent of insurance, whichever is the |esser; or

(c) If any other type or kind of insurance conpany, exceed
sixty percent of its surplus or five percent of its admtted
assets, as shown by its |last annual statenent, whichever is the

| esser] shall not exceed twenty percent of the insurance

conpany's capital and surplus as shown by its | ast annual

statenent; or

(2) Such as shall have been nortgaged in good faith by way
of security for |oans previously contracted, or for noneys due;
or

(3) Such as shall have been conveyed to it in satisfaction
of debts contracted in the course of its dealings; or

(4) Such as shall have been purchased at sal es upon the
j udgnment s, decrees or nortgages obtained or nade for such debts;
or

(5) Such as shall be necessary and proper for carrying on
its legitimte business under the provisions of the U ban
Redevel opnent Corporations Act; or

(6) Such as shall have been acquired under the provisions

of the Urban Redevel opnent Corporations Act permtting such
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conpany to purchase, own, hold or convey real estate; or

(7) Such real estate, or any interest therein, as may be
acquired or held by it by purchase, |ease or otherw se, as an
i nvestnent for the production of income, which real estate or
interest therein may thereafter be held, inproved, devel oped,
mai nt ai ned, nanaged, | eased, sold or conveyed by it as real
estate necessary and proper for carrying on its legitimte
busi ness; or

(8 A reciprocal or interinsurance exchange may, in its own
name, purchase, sell, nortgage, hold, encunber, |ease, convey, or
otherwi se affect the title to real property for the purposes and
objects of the reciprocal or interinsurance exchange. Such
deeds, notes, nortgages or other docunents relating to real
property may be executed by the attorney in fact of the
reci procal or interinsurance exchange. This provision shall be
retroactive and shall apply to real estate owned or sold by a
reci procal insurer prior to August 28, 1990.

2. The investnents acquired under subdivision (7) of
subsection 1 of this section may be in either existing or new
busi ness or industrial properties, or for new residential
properties or new housi ng purposes.

3. Provided, no such insurance conpany shall invest nore
than ten percent of its admtted assets, as shown by its | ast
annual statenent preceding the date of acquisition, as filed with
the director of the departnent of insurance of the state of
M ssouri, in the total anount of real estate acquired under
subdi vision (7) of subsection 1, nor nore under subdivision (7)

of subsection 1 than one percent of its admtted assets or ten
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percent of its capital and surplus, whichever is greater, in any
one property, nor nore under subdivision (7) of subsection 1 than
one percent of its admtted assets or ten percent of its capital
and surplus, whichever is greater, in total properties |eased or
rented to any one individual, partnership or corporation.

4. It shall not be |awful for any conpany i ncorporated as
af oresaid to purchase, hold or convey real estate in any other
case or for any other purpose; and all such real estate acquired
in paynent of a debt, by foreclosure or otherw se, and rea
estate exchanged therefor, shall be sold and di sposed of within
ten years after such conpany shall have acquired absolute title
to the sane, unless the conpany owni ng such real estate or
interest therein shall elect to hold it pursuant to subdivision
(7) of subsection 1.

5. The director of the departnment of insurance may, for
good cause shown, extend the time for holding such real estate
acquired in paying of a debt, by foreclosure or otherw se, and
real estate exchanged therefor, and not held by the conpany under
subdi vision (7) of subsection 1, for such period as he may find
to be to the best interests of the policyhol ders of said conpany.

6. If alife insurance conpany depositing under section
376.170, RSMb, becones the owner of real estate pursuant to this
section, the conpany nmay execute its own deed for the real estate
to the director of the departnment of insurance, as trustee. The
deed may be deposited with the director as proper security, under
and according to the provisions of sections 376.010 to 376. 670,
RSMo, the value to be subject to the approval of the director.

375.1202. 1. The amount recoverable by the |iquidator from
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reinsurers shall not be reduced as a result of the delinquency
proceedi ngs, regardl ess of any provision in the reinsurance
contract or other agreenent. Paynent nade directly to an insured
or other creditor shall not dimnish the reinsurer's obligation

to the insurer's estate except where:

(1) The reinsurance contract specifically provides for

paynent to the naned insured, assignee or naned beneficiary of

the policy issued by the ceding insurer in the event of the

cedi ng insurer's insolvency; or

(2) The assunming insurer, with the consent of the direct

insured or insureds, has directly assuned the ceding insurer's

policy obligations to the payees under such policies in

substitution for the ceding insurer's obligations to such payees.

2. Notwi thstandi ng subsection 1 of this section, in the

event that a life and health insurance guaranty associ ati on has

made the election to succeed to the rights and obligations of the

i nsol vent i nsurer under the contract of reinsurance, then the

reinsurer's liability to pay covered reinsured clainms shal

conti nue under the contract of reinsurance, subject to the

paynent to the reinsurer of the reinsurance prem uns for such

coverage. Paynent for such reinsured clains shall only be nmade

by the reinsurer pursuant to the direction of the quaranty

association or its designated successor. Any paynent nade at the

direction of the quaranty association or its designated successor

by the reinsurer will discharge the reinsurer of all further

liability to any other party for said clai mpaynent.

376.311. 1. In addition to the investnents permtted by

ot her provisions of the laws, the capital reserve and surpl us of
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all life insurance conpanies of whatever kind and character,
organi zed or doi ng business pursuant to this chapter, may be
invested in an investnent pool neeting the requirenents set out
bel ow, and any other provision of lawrelating to investnents
made by life insurance conpani es.

2. As used in this section, the follow ng terns nean:

(1) "Business entity", a corporation, limted liability
conpany, association, partnership, joint stock conpany, joint
venture, nutual fund trust, or other simlar form of business
organi zation, including such an entity when organi zed as a
not-for-profit entity;

(2) "Qualified bank™, a national bank, state bank or trust
conpany that at all tinmes is no | ess than adequately capitalized
as determ ned by the standards adopted by the United States
banki ng regul ators and that is either regul ated by state banking
|l aws or is a nenber of the Federal Reserve System

3. (1) «Qualified investnent pools shall invest only in
i nvestnments which an insurer may acquire pursuant to this chapter
and ot her provisions of law. The insurer's proportionate
interest in these investnments may not exceed the applicable
limts of this section and other provisions of |aw

(2) An insurer shall not acquire an investnent in an
i nvest ment pool pursuant to this subsection if, after giving
effect to the investnment, the aggregate anmount of investnents in
all investnent pools then held by the insurer woul d exceed thirty
percent of its assets.

(3) For an investnent in an investnment pool to be qualified

pursuant to this chapter, the investnent pool shall not:
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(a) Acquire securities issued, assunmed, guaranteed or
insured by the insurer or an affiliate of the insurer;

(b) Borrow or incur any indebtedness for borrowed noney,
except for securities |l ending and reverse repurchase
transacti ons;

(c) Lend noney or other assets to participants in the pool.

(4) For an investnent pool to be qualified pursuant to this
chapter, the manager of the investnent pool shall:

(a) Be organi zed pursuant to the laws of the United States
or a state and designated as the pool manager in a pooling
agr eenent ;

(b) Be the insurer; an affiliated insurer; a business

entity affiliated with the insurer; a qualified bank; a business

entity registered pursuant to the Investnment Advisors Act of 1940
(15 U.S.C. Sec. 80a-1 et seq.) as amended; or, in the case of a
reci procal insurer or interinsurance exchange, its
attorney-in-fact.

(5) The pool manager, or an agent designated by the pool
manager, shall conpile and maintain detail ed accounting records
setting forth:

(a) The cash receipts and di sbursenents refl ecting each
participant's proportionate investnent in the investnent pool;

(b) A conplete description of all underlying assets of the
i nvest ment pool including anobunt, interest rate, maturity date
(if any) and ot her appropriate designations; and

(c) Oher records which, on a daily basis, allowthird
parties to verify each participant's investnents in the

i nvest ment pool .
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(6) The pool manager shall nmaintain the assets of the
i nvestment pool in one or nore custody [account] accounts, in the
nane of or on behalf of the investnent pool, under [a] one or

nore custody [agreenent] agreenents with a qualified bank. [Al

custodi al agreenents shall be filed with the departnent of
i nsurance for prior approval. The] Each custody agreenent shall:

(a) State and recognize the clains and rights of each
partici pant;

(b) Acknow edge that the underlying assets of the
i nvestment pool are held solely for the benefit of each
participant in proportion to the aggregate anount of its
investnents in the investnent pool; and

(c) Contain an agreenent that the underlying assets of the
i nvest ment pool shall not be comm ngled with the general assets
of the qualified bank or any other person.

(7) The pooling agreenent for each investnent pool shall be
in witing and shall provide that:

(a) An insurer and its [affiliated insurers] affiliates

shall, at all tinmes, hold one hundred percent of the interests in
t he i nvest nent pool;

(b) The underlying assets of the investnent pool shall not
be conmi ngled with the general assets of the pool manager or any
ot her person;

(c) The aggregate anmount of each pool participant's
interest in the investnent pool shall be in proportion to:

a. Each participant's undivided interest in the underlying
assets of the investnment pool; and

b. The underlying assets of the investnent pool held solely
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for the benefit of each participant;

(d) A participant or, in the event of the participant's
i nsol vency, bankruptcy or receivership, its trustee, receiver,
conservator or other successor-in-interest may withdraw all or
any portion of its investnent fromthe investnent pool under the
ternms of the pooling agreenent;

(e) Wthdrawal s may be nmade on demand w t hout penalty or
ot her assessnent on any business day, but settlenent of funds
shall occur within a reasonabl e and custonmary period thereafter,
provi ded:

a. In the case of publicly traded securities, settlenent
shal |l not exceed five business days; and

b. In the case of all other securities and investnents,
settlenent shall not exceed ten business days.

Di stributions pursuant to this paragraph shall be calculated in
each case net of all then applicable fees and expenses of the
i nvest nent pool .

(8) The pooling agreenent shall provide that the pool
manager shall distribute to a participant, at the discretion of
t he pool manager:

(a) In cash, the then fair nmarket val ue of the
participant's pro rata share of each underlying asset of the
i nvest nent pool; or

(b) In-kind, a pro rata share of each underlying asset; or

(c) In a conbination of cash and in-kind distributions, a
pro rata share in each underlying asset;

(9) The pool manager shall make the records of the

i nvest ment pool available for inspection by the director.

24



4. The pooling agreenent and any other arrangenents or
agreenents relating to an investnent pool, and any anendnents
thereto, shall be submtted to the departnent of insurance for
prior approval pursuant to section 382.195, RSMb. | ndivi dual
financial transactions between the pool and its participants in
the ordinary course of the investnent pool's operations shall not
be subject to the provisions of section 382.195, RSM.

I nvestnent activities of pools and transactions between pools and
participants shall be reported annually in the registration
statenent required by section 382. 100, RSM.

376.671. 1. This section shall not apply to any
rei nsurance, group annuity purchased under a retirenent plan or
pl an of deferred conpensati on established or maintained by an
enpl oyer (including a partnership or sole proprietorship) or by
an enpl oyee organi zation, or by both, other than a plan providing
i ndi vidual retirement accounts or individual retirenent annuities
under section 408 of the Internal Revenue Code, as now or
hereafter amended, prem um deposit fund, variable annuity,

i nvestnment annuity, imrediate annuity, any deferred annuity
contract after annuity paynents have comrenced, or reversionary
annuity, nor to any contract which shall be delivered outside
this state through an agent or other representative of the
conpany issuing the contract.

2. In the case of contracts issued on or after the
operative date of this section as defined in subsection 11, no
contract of annuity, except as stated in subsection 1, shall be
delivered or issued for delivery in this state unless it contains

i n substance the follow ng provisions, or correspondi ng
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provi sions which in the opinion of the director are at |east as
favorable to the contracthol der, upon cessation of paynent of
consi derations under the contract:

(1) That upon cessation of paynent of considerations under
a contract, the conmpany wll grant a paid-up annuity benefit on a
pl an stipulated in the contract of such value as is specified in
subsections 4, 5, 6, 7, and 9;

(2) |If a contract provides for a lunp sumsettl enent at
maturity, or at any other tinme, that upon surrender of the
contract at or prior to the comrencenent of any annuity paynents,
the conpany will pay in lieu of any paid-up annuity benefit a
cash surrender benefit of such anpbunt as is specified in
subsections 4, 5, 7, and 9. The conpany shall reserve the right
to defer the paynment of such cash surrender benefit for a period
of six months after demand therefor with surrender of the
contract;

(3) A statenent of the nortality table, if any, and
interest rates used in calculating any m ni num pai d-up annuity,
cash surrender or death benefits that are guaranteed under the
contract, together with sufficient information to determ ne the
amounts of such benefits;

(4) A statenent that any paid-up annuity, cash surrender or
deat h benefits that may be avail abl e under the contract are not
| ess than the m ninum benefits required by any statute of the
state in which the contract is delivered and an expl anation of
the manner in which such benefits are altered by the existence of
any additional anpbunts credited by the conpany to the contract,

any i ndebtedness to the conpany on the contract or any prior
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w thdrawal s fromor partial surrenders of the contract.

Not wi t hst andi ng the requirenents of this section, any deferred
annuity contract may provide that if no considerations have been
recei ved under a contract for a period of two full years and the
portion of the paid-up annuity benefit at maturity on the plan
stipulated in the contract arising fromconsiderations paid prior
to such period would be |l ess than twenty dollars nonthly, the
conpany may at its option term nate such contract by paynent in
cash of the then present value of such portion of the paid-up
annuity benefit, calculated on the basis of the nortality table,
if any, and interest rate specified in the contract for
determ ning the paid-up annuity benefit, and by such paynent
shall be relieved of any further obligation under such contract.

3. The mninmumval ues as specified in subsections 4, 5, 6,
7, and 9 of any paid-up annuity, cash surrender or death benefits
avai |l abl e under an annuity contract shall be based upon m ni num
nonforfeiture anounts as defined in this section.

(1) Wth respect to contracts providing for flexible
consi derations, the mninmum nonforfeiture anount at any tine at
or prior to the commencenent of any annuity paynent shall be
equal to an accunulation up to such tine at a rate of interest of
t hree percent per annum of percentages of the net considerations
(as hereinafter defined) paid prior to such tinme, decreased by
t he sum of

(a) Any prior withdrawals fromor partial surrenders of the
contract accunulated at a rate of interest of three percent per
annum and

(b) The amount of any indebtedness to the conpany on the
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contract, including interest due and accrued and i ncreased by any
exi sting additional anounts credited by the conpany to the
contract. The net considerations for a given contract year used
to define the mni mum nonforfeiture anmount shall be an anmount not
| ess than zero and shall be equal to the correspondi ng gross
considerations credited to the contract during that contract year
| ess an annual contract charge of thirty dollars and | ess a
col l ection charge of one dollar and twenty-five cents per
consideration credited to the contract during that contract year.
The percentages of net considerations shall be sixty-five percent
of the net consideration for the first contract year and

ei ghty-seven and one-half percent of the net considerations for
the second and | ater contract years. Notw thstanding the

provi sions of the preceding sentence, the percentage shall be
sixty-five percent of the portion of the total net consideration
for any renewal contract year which exceeds by not nore than two
times the sumof those portions of the net considerations in al
prior contract years for which the percentage was sixty-five

per cent;

(2) Wth respect to contracts providing for fixed schedul ed
consi derations, mninmumnonforfeiture anounts shall be cal cul at ed
on the assunption that considerations are paid annually in
advance and shall be defined as for contracts with flexible
consi derations which are paid annually with two exceptions:

(a) The portion of the net consideration for the first
contract year to be accunul ated shall be the sum of sixty-five
percent of the net consideration for the first contract year plus

twenty-two and one-half percent of the excess of the net
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consideration for the first contract year over the |l esser of the
net considerations for the second and third contract years;

(b) The annual contract charge shall be the |esser of
thirty dollars or ten percent of the gross annual consideration;
(3) Wth respect to contracts providing for a single
consi deration, mninmmnonforfeiture amunts shall be defined as

for contracts with flexible considerations except that the

per cent age of net consideration used to determ ne the m ni num
nonforfeiture anount shall be equal to ninety percent, and the
net consideration shall be the gross consideration |ess a
contract charge of seventy-five dollars,

(4) Notwithstanding any other provision of this subsection,

for any contract issued on or after July 1, 2002 and before July

1, 2004, the interest rate at which net considerations, prior

withdrawal s and partial surrenders shall be accunul ated, for the

pur pose of determ ning mni rumnonforfeiture anpunts, shall be

one and one-half percent per annum

4. Any paid-up annuity benefit avail able under a contract
shall be such that its present value on the date annuity paynents
are to cormmence is at |least equal to the m ninumnonforfeiture
anount on that date. Such present value shall be conputed using
the nortality table, if any, and the interest rate specified in
the contract for determ ning the mni mum pai d-up annuity benefits
guaranteed in the contract.

5. For contracts which provide cash surrender benefits,
such cash surrender benefits available prior to maturity shal
not be less than the present value as of the date of surrender of

that portion of the maturity value of the paid-up annuity benefit
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whi ch woul d be provided under the contract at maturity ari sing
fromconsiderations paid prior to the tinme of cash surrender
reduced by the anmobunt appropriate to reflect any prior

wi t hdrawal s fromor partial surrenders of the contract, such
present val ue being cal cul ated on the basis of an interest rate
not nore than one percent higher than the interest rate specified
in the contract for accumul ating the net considerations to
determ ne such maturity val ue, decreased by the anount of any

i ndebt edness to the conpany on the contract, including interest
due and accrued, and increased by any existing additional anounts
credited by the conpany to the contract. |In no event shall any
cash surrender benefit be |less than the m ni mum nonforfeiture
amount at that tinme. The death benefit under such contracts
shall be at |east equal to the cash surrender benefit.

6. For contracts which do not provide cash surrender
benefits, the present val ue of any paid-up annuity benefit
avai l able as a nonforfeiture option at any tine prior to maturity
shall not be less than the present value of that portion of the
maturity val ue of the paid-up annuity benefit provided under the
contract arising fromconsiderations paid prior to the time the
contract is surrendered in exchange for, or changed to, a
deferred pai d-up annuity, such present val ue being cal cul ated for
the period prior to the maturity date on the basis of the
interest rate specified in the contract for accunul ating the net
considerations to determ ne such maturity val ue, and increased by
any existing additional anobunts credited by the conpany to the
contract. For contracts which do not provide any death benefits

prior to the commencenent of any annuity paynents, such present
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val ues shall be cal culated on the basis of such interest rate and
the nortality table specified in the contract for determning the
maturity val ue of the paid-up annuity benefit. However, in no
event shall the present value of a paid-up annuity benefit be

| ess than the m ni mum nonforfeiture anobunt at that tine.

7. For the purpose of determning the benefits cal cul ated
under subsections 5 and 6, in the case of annuity contracts under
whi ch an el ection my be nmade to have annuity paynents conmence
at optional maturity date, the maturity date shall be deened to
be the | atest date for which election shall be permtted by the
contract, but shall not be deemed to be later than the
anni versary of the contract next following the annuitant's
seventieth birthday or the tenth anniversary of the contract,
whi chever is |ater.

8. Any contract which does not provide cash surrender
benefits or does not provide death benefits at |east equal to the
m ni rum nonforfeiture anount prior to the comencenent of any
annuity paynents shall include a statenent in a prom nent place
in the contract that such benefits are not provided.

9. Any paid-up annuity, cash surrender or death benefits
avai l able at any tine, other than on the contract anniversary
under any contract with fixed schedul ed consi derations, shall be
calculated with all owance for the |apse of tine and the paynent
of any schedul ed consi derati ons beyond the begi nning of the
contract year in which cessation of paynment of considerations
under the contract occurs.

10. For any contract which provides, within the sane

contract by rider or supplenental contract provision, both
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annuity benefits and life insurance benefits that are in excess
of the greater of cash surrender benefits or a return of the
gross considerations with interest, the mninmm nonforfeiture
benefits shall be equal to the sumof the m nimum nonforfeiture
benefits for the annuity portion and the m ni mum nonforfeiture
benefits, if any, for the life insurance portion conputed as if
each portion were a separate contract. Notw thstanding the
provi sions of subsections 4, 5, 6, 7, and 9, additional benefits
payable in the event of total and pernmanent disability, as
reversionary annuity or deferred reversionary annuity benefits,
or as other policy benefits additional to Iife insurance,
endownent and annuity benefits, and considerations for all such
addi tional benefits, shall be disregarded in ascertaining the

m ni mum nonforfeiture anmounts, paid-up annuity, cash surrender
and death benefits that may be required by this section. The

i nclusi on of such additional benefits shall not be required in
any paid-up benefits, unless such additional benefits separately
woul d require m ni mum nonforfeiture anounts, paid-up annuity,
cash surrender and death benefits.

11. After Septenber 28, 1979, any conpany may file with the
director a witten notice of its election to conply with the
provisions of this section after a specified date before
Sept enber 28, 1981. After the filing of such notice, then upon
such specified date, which shall be the operative date of this
section for such conpany, this section shall becone operative
Wi th respect to annuity contracts thereafter issued by such
conpany. |If a conpany nakes no such el ection, the operative date

of this section for such conpany shall be Septenber 28, 1981
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376.951. 1. Sections 376.951 to 376.958 and sections

376.1121 to 376.1133 nmay be known and cited as the "Long-term

Care | nsurance Act".

2. As used in sections 376.951 to 376.958 and secti ons

376.1121 to 376.1133, unless the context requires otherw se, the

follow ng terns nean:

(1) "Applicant":

(a) In the case of an individual |ong-termcare insurance
policy, the person who seeks to contract for benefits; and

(b) In the case of a group long-term care insurance policy,
t he proposed certificate hol der;

(2) "Certificate", any certificate [or evidence of
coverage] issued under a group long-termcare insurance policy,
whi ch policy has been delivered or issued for delivery in this
state;

(3) "Director", the director of the departnent of insurance
of this state;

(4) "Goup long-termcare insurance”, a long-termcare
i nsurance policy which is delivered or issued for delivery in
this state and issued to:

(a) One or nore enployers or |abor organizations, or to a
trust or to the trustees of a fund established by one or nore
enpl oyers or | abor organi zations, or a conbination thereof, for
enpl oyees or fornmer enployees or a conbination thereof or for
menbers or forner nmenbers or a conbination thereof, of the | abor
or gani zati on; or

(b) Any professional, trade or occupational association for

its menbers or fornmer or retired nenmbers, or conbination thereof,

33



i f such associ ation;
a. |s conmposed of individuals all of whomare or were
actively engaged in the sanme profession, trade or occupation; and
b. Has been maintained in good faith for purposes other
t han obtai ni ng i nsurance; or

(c) An association or a trust or the trustee of a fund
est abli shed, created or maintained for the benefit of nenbers of
one or nore associations. Prior to advertising, marketing or
of fering such policy within this state, the association or
associ ations, or the insurer of the association or associations,
shall file evidence with the director that the association or
associ ati ons have at the outset a m ninmum of one hundred persons
and have been organi zed and nai ntained in good faith for purposes
ot her than that of obtaining insurance; have been in active
exi stence for at |east one year; and have a constitution and
byl aws whi ch provide that:

a. The association or associations hold regul ar neetings
not |less than annually to further purposes of the nenbers;

b. Except for credit unions, the association or
associ ations collect dues or solicit contributions from nmenbers;
and

c. The nenbers have voting privileges and representati on on
t he governing board and conmmittees. Thirty days after such
filing the association or associations shall be deened to satisfy
such organi zational requirenents, unless the director nmakes a
finding that the association or associations do not satisfy those
or gani zati onal requirenents;

(d) A group other than as described in paragraph (a), (b)
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or (c) of subdivision (4) of this subsection, subject to a
finding by the director that:

a. The issuance of the group policy is not contrary to the
best interest of the public;

b. The issuance of the group policy would result in
econom es of acquisition or adm nistration; and

c. The benefits are reasonable in relation to the prem uns
char ged,;

(5) "Long-termcare insurance", any insurance policy][,
contract, certificate, evidence of coverage] or rider advertised,
mar ket ed, offered or designed to provide coverage for not |ess
than twel ve consecutive nonths for each covered person on an
expense-incurred, indemity, prepaid or other basis; for one or
nore necessary or nedically necessary diagnostic, preventive,

t herapeutic, rehabilitative, maintenance of personal care
services, provided in a setting other than an acute care unit of
a hospital. Such termincludes group and individual annuities
and life insurance policies or riders which provide directly or
whi ch suppl enent | ong-term care insurance. Such term also
includes a policy or rider which provides for paynent of benefits
based upon cognitive inpairnent or the |oss of functional

capacity. Long-term care insurance also includes qualified |ong-

termcare insurance contracts. Long-termcare insurance may be

i ssued by insurers; fraternal benefit societies; health services
corporations; prepaid health plans; [and] health naintenance

organi zations, or any simlar organization to the extent they are

ot herwi se authorized to issue life or health insurance.

Long-term care insurance shall not include any insurance policy
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which is offered primarily to provide basic Medicare suppl enent
coverage, basic hospital expense coverage, basic nedical -surgi cal
expense coverage, hospital confinenent indemity coverage, major
medi cal expense coverage, disability income or related asset
protection coverage, accident only coverage, specified disease or
speci fied accident coverage, or limted benefit health coverage. _

Wth regard to life insurance, long-termcare i nsurance does not

include life insurance policies that accelerate the death benefit

specifically for one or nore of the qualifyving events of termn nal

illness, nedical conditions requiring extraordinary nedical

intervention, or permanent institutional confinenent, and that

provide the option of a |lunp-sum paynent for those benefits and

neither the benefits nor the eligibility for the benefits is

condi ti oned upon the receipt of long-termcare. Notw thstandi ng

any other provision of sections 376.951 to 376.958 and sections

376.1121 to 376.1133 to the contrary, any product adverti sed,

nmar keted, or offered as |long-termcare i nsurance shall be subject

to the provisions of sections 376.951 to 376.958 and secti ons

376.1121 to 376.1133;

(6) "Policy", any policy, [contract, certificate, evidence
of coverage,] subscriber agreenent, rider or endorsenent
delivered or issued for delivery in this state by an insurer;
fraternal benefit society; health services corporation; prepaid

heal th plan or heal th maintenance organi zation, or any simlar

organi zati on;

(7) "Qualified long-termcare insurance contract" or

"federally tax-qualified |ong-termcare insurance contract", the

portion of a life insurance contract that provides |long-termcare
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i nsurance coverage by rider or as part of the contract that

satisfies the requirenents of Section 7702B(b) and (e) of the

| nternal Revenue Code of 1986, as anended. Qualified |long-term

care insurance contract also includes an individual or group

i nsurance contract that neets the requirenents of Section

7702B(b) of the Internal Revenue Code of 1986, as anended, as

foll ows:

(a) The only insurance protection provided under the

contract is coverage of qualified long-termcare services. A

contract shall not fail to satisfy the requirements of this

par agr aph by reason of paynents being made on a per di em or other

periodic basis without regard to the expenses incurred during the

period to which the paynents rel ate;

(b) The contract does not pay or reinburse expenses

incurred for services or itens to the extent that the expenses

are reinbursable under Title XVIII of the Social Security Act, as

anended, or would be so reinbursable but for the application of a

deducti bl e or coi nsurance anount. The requirenents of this

par agr aph do not apply to expenses that are reinbursabl e under

Title XVIII of the Social Security Act only as a secondary payor.

A contract shall not fail to satisfy the requirenents of this

par agr aph by reason of paynents bei ng nade on a per diem or other

periodic basis without regard to the expenses incurred during the

period to which the paynents rel ate;

(c) The contract is quaranteed renewable within the neaning

of Section 7702B(b)(1)(C) of the Internal Revenue Code of 1986,

as anmended;

(d) The contract does not provide for a cash surrender
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val ue or other noney that can be paid, assigned, pledged as

collateral for a |loan, or borrowed except as provided in

par agr aph (e) of this subdivision;

(e) Al refunds of premiuns and all policyhol der dividends

or simlar ampunts under the contract are to be applied as a

reduction in future premiuns or to increase future benefits;

except that a refund on the event of death of the insured or a

conpl ete surrender or cancellation of the contract shall not

exceed the aggreqgate prem uns paid under the contract:; and

(f) The contract neets the consumer protection provisions

set forth in Section 7702B(qg) of the Internal Revenue Code of
1986, as anended.

376.952. 1. The provisions of sections 376.951 to 376. 958
and sections 376.1121 to 376.1133 shall apply to policies

delivered or issued for delivery in this state on or after August

28, [1990] 2002. Sections 376.951 to 376.958 and sections

376.1121 to 376.1133 are not intended to supersede the

obligations of entities subject to the provisions of sections

376.951 to 376.958 and sections 376.1122 to 376.1133 to conply

with the substance of other applicable insurance | aws insofar as

they do not conflict with the provisions of sections 376.951 to

376.958 and sections 376.1122 to 376.1133, except that |aws and
regul ati ons desi gned and intended to apply to medi care suppl enent
i nsurance policies shall not be applied to long-term care
i nsur ance.

2. The purposes of the provisions of sections 376.951 to

376.958 and sections 376.1122 to 376.1133 are to pronote the

public interest, to pronote the availability of long-termcare
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i nsurance policies, to protect applicants for long-termcare
i nsurance, as defined, fromunfair or deceptive sales or
enrol | ment practices, to establish standards for |ong-termcare
insurance, to facilitate public understandi ng and conpari son of
| ong-term care insurance policies, and to facilitate flexibility
and innovation in the devel opnment of |ong-term care insurance
cover age.

3. Any policy or rider advertised, narketed or offered as
| ong-term care or nursing home insurance shall conply with the

provi sions of sections 376.951 to 376.958 and sections 376.1122

to 376.1133.

376.955. 1. The director nay adopt regul ations that
i nclude standards for full and fair disclosure setting forth the
manner, content and required disclosures for the sale of
| ong-term care insurance policies, terns of renewability, initial
and subsequent conditions of eligibility, nonduplication of
coverage provisions, coverage of dependents, preexisting
conditions, termnation of insurance, continuation or conversion,
probationary periods, limtations, exceptions, reductions,
el imnation periods, requirenents for replacenent, recurrent
conditions and definitions of ternms. Regulations adopted

pursuant to sections 376.951 to 376.958 and sections 376.1122 to

376.1133 shall be in accordance with the provisions of chapter
536, RSMb.

2. No long-termcare insurance policy may:

(1) Be canceled, nonrenewed or otherw se term nated on the
grounds of the age or the deterioration of the nental or physical

health of the insured individual or certificate hol der; or
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(2) Contain a provision establishing a new waiting period
in the event existing coverage is converted to or replaced by a
new or other formw thin the sane conpany, except with respect to
an increase in benefits voluntarily selected by the insured
i ndi vidual or group policyhol der; or

(3) Provide coverage for skilled nursing care only or
provi de significantly nore coverage for skilled care in a
facility than for | ower |evels of care.

3. No long-termcare insurance policy or certificate other
than a policy or certificate thereunder issued to a group as
defined in paragraph (a) of subdivision (4) of subsection 2 of
section 376.951:

(1) Shall use a definition of preexisting condition which
is nore restrictive than the followi ng: "Preexisting condition"
means a condition for which nedical advice or treatnent was
reconmended by, or received from a provider of health care
services, wthin six nonths preceding the effective date of
coverage of an insured person;

(2) My exclude coverage for a loss or confinenent which is
the result of a preexisting condition unless such | oss or
confinement begins within six nonths follow ng the effective date
of coverage of an insured person.

4. The director may extend the limtation periods set forth
in subdivisions (1) and (2) of subsection 3 of this section as to
specific age group categories in specific policy fornms upon
findings that the extension is in the best interest of the
publi c.

5. The definition of preexisting condition provided in
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subsection 3 of this section does not prohibit an insurer from
using an application formdesigned to elicit the conplete health
hi story of an applicant, and, on the basis of the answers on that
application, fromunderwiting in accordance with that insurer's
established underwiting standards. Unless otherw se provided in
the policy or certificate, a preexisting condition, regardl ess of
whether it is disclosed on the application, need not be covered
until the waiting period described in subdivision (2) of
subsection 3 of this section expires. No long-termcare
i nsurance policy or certificate may exclude or use waivers or
riders of any kind to exclude, limt or reduce coverage or
benefits for specifically named or described preexisting di seases
or physical conditions beyond the waiting period described in
subdi vision (2) of subsection 3 of this section.

6. No long-termcare insurance policy may be delivered or
i ssued for delivery in this state if such policy:

(1) Conditions eligibility for any benefits on a prior
hospitalization requirenent; or

(2) Conditions eligibility for benefits provided in an
institutional care setting on the receipt of a higher |evel of
institutional care; or

(3) Conditions eligibility for any benefits [on a prior
institutionalization requirenent, except in the case of] other
than wai ver of prem um post-confinenent, post-acute care or

recuperative benefits on a prior institutionalization

requi renent.

7. Along-termcare insurance policy containing

post - confi nenent, post-acute care or recuperative benefits shal
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clearly |l abel in a separate paragraph of the policy or
certificate entitled "Limtations or Conditions on Eligibility
for Benefits" such |imtations or conditions, including any
requi red nunber of days of confinenent.

8. Along-termcare insurance policy or rider which
conditions eligibility of noninstitutional benefits on the prior
recei pt of institutional care shall not require a prior
institutional stay of nore than thirty days.

9. No long-termcare insurance policy or rider which
provi des benefits only following institutionalization shal
condition such benefits upon adm ssion to a facility for the sane
or related conditions within a period of less than thirty days
after discharge fromthe institution

10. The director may adopt regul ations establishing |oss
rati o standards for |long-termcare insurance policies provided
that a specific reference to long-termcare insurance policies is
contained in the regul ation.

11. Long-termcare insurance applicants shall have the
right to return the policy or certificate within thirty days of
its delivery and to have the premumrefunded if, after
exam nation of the policy or certificate, the applicant is not
satisfied for any reason. Long-termcare insurance policies and
certificates shall have a notice promnently printed on the first
page or attached thereto stating in substance that the applicant
shall have the right to return the policy or certificate within
thirty days of its delivery and to have the prem umrefunded if,
after exam nation of the policy or certificate, other than a

certificate issued pursuant to a policy issued to a group defined
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i n paragraph (a) of subdivision (4) of subsection 2 of section
376.951, the applicant is not satisfied for any reason. This

subsection shall also apply to denials of applications and any

refund nust be nmade within thirty days of the return or denial.

376.957. 1. An outline of coverage shall be delivered to a
prospective applicant for long-termcare insurance at the tine of
initial solicitation through neans which promnently direct the
attention of the recipient to the docunent and its purpose. The
director shall prescribe a standard format, including style,
arrangenent and overal |l appearance, and the content of an outline
of coverage. |In the case of agent solicitations, an agent shal
deliver the outline of coverage prior to the presentation of an

[applicant] application or enrollnent form In the case of

di rect response solicitations, the outline of coverage shall be
presented in conjunction with any application or enrollment form

In the case of a policy issued to a group defined in section

376.951, an outline of coverage shall not be required to be

delivered; provided that the information described in

subdi visions (1) to (6) of subsection 2 of this section s

contained in other materials relating to enroll nent. Upon

request, such other materials shall be made available to the

director.

2. The outline of coverage shall include:

(1) A description of the principal benefits and coverage
provided in the policy;

(2) A statenent of the principal exclusions, reductions,
and limtations contained in the policy;

(3) A statenent of the terns under which the policy or
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certificate, or both, may be continued in force or discontinued,

i ncluding any reservation in the policy of a right to change the
prem um Continuation or conversion provisions of group coverage
shal | be specifically described,;

(4) A statenent that the outline of coverage is a sunmary
only, not a contract of insurance, and that the policy or group
master policy contains governing contractual provisions;

(5) A description of the terns under which the policy or
certificate may be returned and prem umrefunded; [and]

(6) A brief description of the relationship of cost of care
and benefits; and

(7) A statenent that discloses to the policyhol der or

certificate holder whether the policy is intended to be a

federally tax-qualified |ong-term care insurance contract under

Section 7702B(b) of the Internal Revenue Code of 1986, as

amended.

3. Acertificate issued pursuant to a group long-termcare
i nsurance policy which policy is delivered or issued for delivery
in this state shall include:

(1) A description of the principal benefits and coverage
provided in the policy;

(2) A statenent of the principal exclusions, reductions and
limtations contained in the policy; and

(3) A statenent that the group master policy determ nes
governi ng contractual provisions.

4, |If an application for a long-termcare insurance

contract or certificate is approved, the issuer shall deliver the

contract or certificate of insurance to the applicant no | ater
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than thirty days after the date of approval.

5. At the tine of policy delivery, a policy sumary shal
be delivered for an individual life insurance policy which
provi des | ong-termcare benefits within the policy or by rider.
In the case of direct response solicitations, the insurer shal
deliver the policy summary upon the applicant's request, but
regardl ess of request shall nmake such delivery no later than at
the tine of policy delivery. 1In addition to conplying with al
applicable requirenents, the summary shall al so include:

(1) An explanation of how the | ong-termcare benefit
interacts with other conponents of the policy, including
deductions from death benefits;

(2) An illustration of the anount of benefits, the length
of benefit, and the guaranteed lifetine benefits, if any, for
each covered person

(3) Any exclusions, reductions and limtations on benefits
of long-termcare; [and]

(4) A statenent that any long-termcare inflation

protection option that may be required by the laws of this state

is not avail able under the policy; and

(5) If applicable to the policy type, the sunmary shal
al so i ncl ude:

(a) A disclosure of the effects of exercising other rights
under the policy;

(b) A disclosure of guarantees related to long-term care
costs of insurance charges [or notice that such guarantees are
included in the policy or rider; and]_

(c) Current and projected maxinumlifetinme benefits; and
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(d)  The provisions of the policy summary listed in

par agraphs (a) to (c) of this subdivision may be incorporated

into a basic illustration required to be delivered in accordance

with sections 375.1509, RSMo, or into the life insurance policy

summary required to be delivered in accordance with section

376. 706.

376.1121. |f a claimunder a |long-termcare insurance

contract is denied, the issuer shall, within sixty days of the

date of a witten request by the policyholder or certificate

hol der, or a representative thereof:

(1) Provide a witten explanation of the reasons for the

deni al ; and

(2) Mpke available all information directly related to the

deni al .

376.1124. 1. For a policy or certificate that has been in

force less than six nonths, an insurer may rescind a |l ong-term

care insurance policy or certificate, or deny an otherwise valid

l ong-termcare insurance claimupon a show ng of

m srepresentation that is naterial to the acceptance for

cover age.

2. For a policy or certificate that has been in force for

at least six nonths but less than two vears, an insurer nay

rescind a long-termcare i nsurance policy or certificate, or deny

an otherwise valid long-termcare insurance clai mupon a show ng

of m srepresentation that is both material to the acceptance of

coverage and which pertains to the conditions for which benefits

are sought.

3. After a policy or certificate has been in force for two
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vears, such policy or certificate is not contestable upon the

grounds of nisrepresentation alone. Such policy or certificate

nmay be contested only upon a showing that the insured know ngly

and intentionally m srepresented relevant facts relating to the

i nsured's heal th.

4. No long-termcare insurance policy or certificate shal

be field issued based on nedical or health status. For purposes

of this subsection, "field issued" neans a policy or certificate

i ssued by an agent or third-party adm nistrator pursuant to the

underwiting authority granted to the agent or third-party

adm ni strator by an insurer.

5. If an insurer has paid benefits under the |long-termcare

i nsurance policy or certificate, the benefit paynents shall not

be recovered by the insurer if such policy or certificate is

resci nded.

6. In the event of the death of the insured, this section

shall not apply to the rennining death benefit of alife

i nsurance policy that accelerates benefits for |long-termcare.

In this situation, the renmni ning death benefits under these

policies shall be governed by the contestability provisions

otherwi se applicable in the policy to life insurance benefits.

In all other situations, this section shall apply to life

i nsurance policies that accelerate benefits for |long-termcare.

376.1127. 1. Except as provided in subsection 2 of this

section, a long-termcare insurance policy shall not be delivered

or issued for delivery in this state unless the policyhol der or

certificate holder has been offered the option of purchasing a

policy or certificate including a nonforfeiture benefit. The
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offer of a nonforfeiture benefit may be in the formof a rider

that is attached to the policy. If a policyholder or certificate

hol der declines the nonforfeiture benefit, the insurer shal

provi de a contingent benefit upon | apse that will be avail abl e

for a specified period of tine followi ng a substantial increase

in premumrates.

2. \Wien a group long-termcare insurance policy is issued,

the offer required in subsection 1 of this section shall be made

to the group policyholder; except that, if the policy is issued

as group long-termcare insurance, as defined in section 376.951,

other than to a continuing care retirenent comunity or other

simlar entity, the offering shall be nade to each proposed

certificate hol der.

3. The director shall pronmulgate rules specifying the type

or types of nonforfeiture benefits to be offered as part of | ong-

termcare insurance policies and certificates, the standards for

nonforfeiture benefits, and the rules regardi ng conti ngent

benefit upon |apse, including a determ nation of the specified

period of tine during which a contingent benefit upon | apse will

be avail able and the substantial premiumrate increase that

triggers a contingent benefit upon | apse as described in

subsection 1 of this section.

376.1130. 1. The director shall pronul gate reasonabl e

rules to pronote pren um adequacy and to provide alternatives for

the policyholder in the event of substantial rate increases, and

to establish m nimum standards for nmarketing practices, agent

testing, penalties, and reporting practices for long-termcare

i nsur ance.
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2. Any rule or portion of a rule, as that termis defined

in section 536.010, RSMb, that is created under the authority

del egated in sections 376.1121 to 376.1133 shall becone effective

only if it conplies with and is subject to all of the provisions

of chapter 536, RSMb, and, if applicable, section 536.028, RSM.

This section and chapter 536, RSMb, are nonseverable and if any

of the powers vested with the general assenbly pursuant to

chapter 536, RSMo, to review, to delay the effective date or to

di sapprove and annul a rule are subsequently held

unconstitutional, then the grant of rul emaki ng authority and any

rul e proposed or adopted after Auqust 28, 2002, shall be invalid

and voi d.

379.080. 1. (1) The anount of the m ninmm capital
required of a stock conpany to wite the lines of business it
proposes to transact or is transacting, or if the conpany is a
mut ual conpany an anmount equal to the m ninum capital required of
a stock conpany transacting the sane cl asses of business, shal
be held in cash or invested in:

(a) Treasury notes or bonds of the United States;

(b) Bonds of the state of M ssouri;

(c) Bonds issued by any school district of the state of
M ssouri ;

(d) Bonds of any political subdivision of this state;

(2) The remai nder of the capital, surplus or policyhol ders
surplus of these conpanies and their other assets may be
invested, to the extent allowed by this or any other provision of
law, in:

(a) The investnents authorized by subdivision (1) of
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subsection 1 of this section;

(b) Loans safely secured by personal property coll ateral
worth, at its cash market value, not |ess than twenty percent in
excess of the anmpunt | oaned thereon;

(c) Stocks, bonds or evidences of indebtedness issued by
corporations organi zed under the laws of this state, or of the
United States or of any other state;

(d) Bonds or other obligations issued by nultinational
devel opnent banks in which the United States is a nenber nation,
i ncluding the African Devel opnent Bank;

(e) Bonds of any other state, or of any political
subdi vi sion of any other state;

(f) Mrtgages or deeds of trust on unencunbered real estate
in this or any other state worth not |less than twenty percent in
excess of the ampunt | oaned thereon;

(g) If a conpany is authorized to do business in a foreign
country or a possession of the United States or has outstanding
I nsurance or reinsurance contracts on risks located in a foreign
country or United States' possession, the conmpany may invest the
remai nder of its capital and other assets in securities, cash or
ot her investnents payable in the currency of the foreign country
or possession that are of substantially the sanme kinds and
cl asses as those eligible for investnents under this subsection,
provi ded that such investnents are nmade with the approval of the
director. The aggregate anmount of the foreign investnents and
cash shall not exceed the greater of one and one-half tines the
anount of the conpany's reserves and ot her obligations under the

contracts or the amount that the conpany is required by law to

50



invest in the foreign country or possession, and the aggregate
anount of foreign investnents and cash shall not exceed five
percent of the conpany's admtted assets. All foreign

i nvestnents shall be reported to the director fromtine to tine
as he directs;

(h) Loans evidenced by bonds, notes or other evidences of
i ndebt edness guaranteed or insured, but only to the extent
guaranteed or insured by the United States, any state, territory
or possession of the United States, the District of Colunbia, or
by any agency, admnistration, authority or instrunmentality of
any of the political units enunerated;

(i) Shares of insured state-chartered building and | oan
associ ations and federal savings and | oan associ ations, if such
shares are insured by the Federal Deposit |Insurance Corporation;

(j) Investnments permtted by section 99.550, RSM;

(k) Data processing equipnent, autonobiles, real estate and
put or call options and financial futures contracts to the extent
al lowed by this section and any other provision of |aw,

(I') Investnments in subsidiaries to the extent allowed by
section 382.020, RSM;

(m Any other investnents not described herein provided the
aggregat e anount of such investnents shall not exceed ei ght
percent of the admtted assets of the conpany;

(n) Any investnments in an investnent pool neeting the
requi renents of section 379.083 and any other provision of |aw
relating to investnents nmade by individual property and casualty
conpani es; [and]

(o) Any other investnments expressly authorized in witing
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by the director of the departnent of insurance; and

(p) Any investnent in a Mssouri tax credit certificate or

partnership interest which entitles the conpany to receive

M ssouri tax credits that nay be used as a credit against the

gross_pren umtax.

2. Violation of any of the provisions of this section by an
insurer is grounds for the suspension or revocation of its

certificate of authority by the director.
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