M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2007

By:

OCO~NOUITRARWNE

Senator(s) Kirby To: Insurance

SENATE BI LL NO. 2267

AN ACT TO AMEND SECTI ON 83-5-55, M SSI SSI PPI CODE OF 1972, TO
MAKE A TECHNI CAL CORRECTI ON WHEN REFERRI NG TO THE NAI C QUARTERLY
AND ANNUAL STATEMENT BLANK AND | NSTRUCTI ONS; TO AMEND SECTI ON
83-5-102, M SSI SSI PPl CODE OF 1972, TO DEFI NE THE TERMS
"I NDEMNI FI CATI ON* AND "I NSURER' AS THEY RELATE TO THE AUDI TI NG OF
| NSURANCE COMPANI ES; TO AMEND SECTI ON 83-5-103, M SSI SSI PPl CODE
OF 1972, TO REVI SE THE REQUI RED CONTENTS OF ANNUAL AUDI TED
FI NANCI AL REPORTS FI LED WTH THE COWM SSI ONER OF | NSURANCE;, TO
AMEND SECTI ON 83-5-107, M SSI SSI PPI CODE OF 1972, TO REVI SE THE
QUALI FI CATI ONS OF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS
RECOGNI ZED BY THE COWM SSI ONER OF | NSURANCE; AND FOR RELATED
PURPOSES.

BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI

SECTION 1. Section 83-5-55, M ssissippi Code of 1972, is
amended as foll ows:

83-5-55. (1) Every insurance conpany shall file with the
Comm ssi oner of Insurance, on or before the first day of March of
each year, a statenment show ng the business standing and fi nanci al
condition of the conpany and sworn to by the president or vice
presi dent and secretary or treasurer or chief managi ng agent or
of ficer of such conmpany. The annual statenment to be filed shal
be in accordance with the NAIC Quarterly and Annual Statenent
Bl ank and Instructions thereto and the NAIC Accounting Practices
and Procedures Mnual .

(2) Every insurance conpany shall file with the Conm ssi oner
of Insurance a quarterly statenment show ng the business standing
and financial condition of the conpany for that quarter and sworn
to by the president or vice president and secretary or treasurer
or chief managi ng agent or officer of such conpany. Each
gquarterly statenment shall be filed within forty-five (45) days of
the |l ast day of the quarter. The quarterly statenment to be filed

shall be in accordance with the NAIC Quarterly and Annual
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Statenment Bl ank and Instructions thereto and the NAI C Accounting
Practices and Procedures Manual. However, the Conm ssioner of
| nsurance may grant an exenption to any donestic conpany
transacting business in Mssissippi only. No exenption shall be
granted to any donestic conpany transacting business across state
l'ines.

SECTION 2. Section 83-5-102, M ssissippi Code of 1972, is
amended as fol |l ows:

83-5-102. As used in Sections 83-5-102 through 83-5-113, the
followng terns have the respective neanings herein set forth
unl ess the context shall require otherw se:

(a) "Audited financial report” nmeans and includes those
itens specified in Section 83-5-103.

(b) "Accountant” or "independent certified public
accountant” neans an independent certified public accountant or
accounting firmin good standing with the Anerican Institute of
Certified Public Accountants and in all states in which they are
licensed to practice.

(c) "Comm ssioner" neans the Comm ssioner of I|nsurance.

(d) "Departnment” nmeans the Departnent of |nsurance.

(e) "Indemification" neans an agreenent of indemity

or arelease fromliability where the intent or effect is to shift

or limt in any manner the potential liability of the person or

firmfor failure to adhere to applicable auditing or professional

standards, whether or not resulting in part from know ng or other

m srepresentati ons made by the insurer or its representatives.

(f) "lInsurer"” means a licensed insurer as defined in

Section 83-5-1.

SECTION 3. Section 83-5-103, M ssissippi Code of 1972, is
amended as foll ows:

83-5-103. The annual audited financial report shall report
the financial position of the insurer as of the end of the nost

recent cal endar year and the results of its operations, cash flows
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and changes in capital and surplus for the year then ended in
conformty with statutory accounting practices prescribed, or

otherwi se permtted, by the Departnent of I|Insurance of the state

of domcile.

The annual audited financial report shall include the
fol | ow ng:
(a) Report of independent certified public accountant.
(b) Balance sheet reporting admtted assets,
liabilities, capital and surplus.
(c) Statenent of operations.
(d) Statenent of cash fl ows.
(e) Statenent of changes in capital and surplus.

(f) Notes to financial statenents. These notes shal

be those required by the appropriate NAI C Annual Statenent Bl ank

and Instructions and the NAIC Accounting Practices and Procedures

Manual . The notes shall include a reconciliation of differences,

if any, between the audited statutory financial statenents and the

annual statenent filed pursuant to Section 83-5-55 with a witten

description of the nature of these differences.

* * %

(g) The financial statements included in the audited
financial report shall be prepared in a formand using | anguage
and groupi ngs substantially the sane as the rel evant sections of
t he annual statement of the insurer filed wth the conm ssioner,
and the financial statenents shall be conparative, presenting the
anounts as of Decenber 31 of the current year and the anpbunts as
of the imedi ately precedi ng Decenber 31. However, in the first
year in which an insurer is required to file an audited financi al
report, the conparative data may be omtted.

SECTION 4. Section 83-5-107, M ssissippi Code of 1972, is

anended as foll ows:
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83-5-107. (1) The comm ssioner shall not recognize any
person or firmas a qualified independent certified public

accountant if the person or firm

(a) Is not in good standing with the American Institute

of Certified Public Accountants and in all states in which the

account is licensed to practice, or for a Canadi an conpany, that

is not a chartered account; or

(b) Has either directly or indirectly entered into an

agreenent of indemity or release fromliability, collectively

referred to as indemification, with respect to the audit of the

i nsurer.

(2) Except as otherw se provided herein, the conmm ssioner

shal | recogni ze an independent certified public accountant * * *

as qualified as long as he or she conforns to the standards of his
or her profession, as contained in the Code of Professional Ethics
of the Anerican Institute of Certified Public Accountants and

rul es and regul ati ons and code of ethics and rul es of professional
conduct of the appropriate state board of public accountancy, or
simlar code.

(3) A qualified independent certified public accountant nay

enter into an agreenent with an insurer to have disputes relating

to an audit resolved by nediation or arbitration. However, in the

event of a delinquency proceedi ng conmenced agai nst the insurer

under Sections 83-23-1 through 83-23-9, the nediation or

arbitration provisions shall operate at the option of the

statutory successor.

(4) No partner or other person responsible for rendering a
report may act in that capacity for nore than seven (7)
consecutive years. Follow ng any period of service such person
shall be disqualified fromacting in that or a simlar capacity
for the same conpany or its insurance subsidiaries or affiliates
for a period of two (2) years. An insurer may make application to

the comm ssioner for relief fromthe above rotation requirenent on
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the basis of unusual circunstances. The comm ssioner may consider
the followng factors in determining if the relief should be
granted: (a) nunber of partners, expertise of the partners or the
nunber of insurance clients in the currently registered firm (b)
prem um vol une of the insurer; or (c) nunber of jurisdictions in
whi ch the insurer transacts business.

(5) The conm ssioner shall not recognize as a qualified
i ndependent certified public accountant, nor accept any annual
audi ted financial report, prepared in whole or in part by, any
nat ural person who (a) has been convicted of fraud, bribery, a
violation of the Racketeer Influenced and Corrupt O ganizations
Act, 18 USCS Sections 1961-1968, or any di shonest conduct or
practices under federal or state law, (b) has been found to have
violated the insurance laws of this state with respect to any
previous reports submtted under this rule; or (c) has
denonstrated a pattern or practice of failing to detect or
di sclose material information in previous reports filed under the
provi sions of Sections 83-5-101 through 83-5-113.

(6) The conm ssioner may hold a hearing to determ ne whether
a certified public accountant is qualified and, considering the
evi dence presented, may rule that the accountant is not qualified
for purposes of expressing his opinion on the financial statenents
in the annual audited financial report made pursuant to Sections
83-5-101 through 83-5-113 and require the insurer to replace the
accountant wth another whose relationship with the insurer is
qualified within the neaning of this section.

SECTION 5. This act shall take effect and be in force from

and after July 1, 2007.
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