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Representative Fornby To: Insurance

HOUSE BI LL NO. 1457

AN ACT TO AMEND SECTI ON 83-55-7, M SSI SSI PPI CODE OF 1972, TO
PROVI DE THAT QUT- OF- STATE RI SK RETENTI ON GROUPS SHALL BE SUBJECT
TO TAXATI ON, AND ANY APPLI CABLE FI NES AND PENALTI ES RELATED
THERETO, ON THE SAME BASI S AS ELI G BLE NONADM TTED | NSURERS; TO
AMEND SECTI ON 83-55-16, M SSI SSI PPI CODE OF 1972, TO DELETE THE
ANNUAL REG STRATI ON FEE REQUI RED TO BE PAI D BY RI SK RETENTI ON
GROUPS OR RI SK PURCHASI NG GROUPS; AND FOR RELATED PURPOSES.

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

SECTION 1. Section 83-55-7, M ssissippi Code of 1972, is
amended as foll ows:

83-55-7. Risk retention groups chartered and licensed in
states other than this state and seeking to do business as a risk
retention group in this state shall conply with the laws of this
state as foll ows:

(a) Notice of operations and designation of
Comm ssi oner as agent.
(i) Before offering insurance in this state, a
risk retention group shall submt to the Conm ssioner:

1. A statenent identifying the state or
states in which the risk retention group is chartered and |icensed
as a liability insurance conpany, charter date, its principal
pl ace of business, and such other information, including
information on its nenbership, as the Conm ssioner of this state
may require to verify that the risk retention group is qualified
under Section 83-55-3(k);

2. A copy of its plan of operations or
feasibility study and revisions of such plan or study submtted to
the state in which the risk retention group is chartered and

| i censed; provided, however, that the provision relating to the
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subm ssion of a plan of operation or feasibility study shall not
apply with respect to any line or classification of liability
i nsurance whi ch:

a. Was defined in the Product Liability
Ri sk Retention Act of 1981 before Cctober 27, 1986; and

b. Ws offered before such date by any
risk retention group which had been chartered and operating for
not less than three (3) years before such date; and

(ii1) The risk retention group shall submt a copy
of any revision to its plan of operation or feasibility study
requi red by Section 83-55-5(2) at the sane tinme that such revision
is submtted to the Conm ssioner of its chartering state.

(iii1) A statenent of registration, for which a
filing fee shall be determ ned by the Conmm ssioner, which
designates the Comm ssioner as its agent for the purpose of
recei ving service of |egal docunents or process.

(b) Financial condition. Any risk retention group
doi ng business in this state shall submt to the Comm ssioner:

(i) A copy of the group's financial statenent
submtted to the state in which the risk retention group is
chartered and |icensed which shall be certified by an i ndependent
public accountant and contain a statenent of opinion on |oss and
| oss adj ustnment expense reserves nade by a nenber of the Anerican
Acadeny of Actuaries or a qualified | oss reserve specialist (under
criteria established by the National Association of |Insurance
Comm ssi oners);

(i1i) A copy of each exam nation of the risk
retention group as certified by the Comm ssioner or public
of ficial conducting the exam nati on;

(ii1) Upon request by the Comm ssioner, a copy of
any information or docunent pertaining to any outside audit

performed with respect to the risk retention group; and
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(iv) Such information as may be required to verify
its continuing qualification as a risk retention group under
Section 83-55-3(k).

(c) Taxation.

(1) Each risk retention group shall be liable for
t he paynment of prem umtaxes and taxes on prem uns of direct
busi ness for risks resident or |located within this state, and
shall report to the Conm ssioner the net premuns witten for
risks resident or located within this state. Such risk retention
group shall be subject to taxation, and any applicable fines and

penalties related thereto, on the sane basis as an eligible

nonadm tted i nsurer.

(i1i1) To the extent |icensed agents or brokers are
utilized pursuant to Section 83-55-23, they shall report to the
Comm ssioner the premuns for direct business for risks resident
or located wthin this state which such |Iicensees have placed with
or on behalf of a risk retention group not chartered in this
state.

(ti1) To the extent that insurance agents or
brokers are utilized pursuant to Section 83-55-23, such agent or
broker shall keep a conplete and separate record of all policies
procured from each such risk retention group, which record shal
be open to exam nation by the Comm ssioner, as provided in Section
83-5-65, M ssissippi Code of 1972. These records shall, for each
policy and each kind of insurance provided thereunder, include the
fol | ow ng:

The limt of liability;
The tinme period covered;

The effective date;

oW dE

The nane of the risk retention group which
i ssued the policy;
5. The gross prem um charged; and

6. The anmpbunt of return premuns, if any.
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(d) Deceptive, false or fraudulent practices. Any risk
retention group shall conmply with Sections 83-5-29 through
83-5-51, M ssissippi Code of 1972, regardi ng deceptive, false or
fraudul ent acts or practices. However, if the Comm ssioner seeks
an injunction regardi ng such conduct, the injunction nust be
obtained froma court of conpetent jurisdiction.

(e) Exam nation regarding financial condition. Any
risk retention group nust submit to an exam nation by the
Comm ssioner to determne its financial condition if the
Comm ssioner of the jurisdiction in which the group is chartered
and licensed has not initiated an exam nation or does not initiate
an exam nation within sixty (60) days after a request by the
Comm ssioner of this state. Any such exam nation shall be
coordinated to avoid unjustified repetition and conducted in an
expedi ti ous manner and in accordance with the NAIC s Exam ner
Handbook.

(f) Notice to Purchasers. Every application formfor
insurance froma risk retention group, and every policy (on its
front and decl aration pages) issued by a risk retention group,
shall contain in ten-point type the follow ng notice:

NOTI CE

This policy is issued by your risk retention group.
Your risk retention group may not be subject to all of the
i nsurance |l aws and regul ati ons of your state. State insurance
i nsol vency guaranty funds are not avail able for your risk
retention group.

(g) Prohibited acts regarding solicitation or sale.
The following acts by a risk retention group are hereby
pr ohi bi t ed:

(1) The solicitation or sale of insurance by a
risk retention group to any person who is not eligible for

menbership in such group; and
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(1i) The solicitation or sale of insurance by, or
operation of, a risk retention group that is in hazardous
financial condition or financially inpaired.

(h) Prohibition on ownership by an insurance conpany.
No risk retention group shall be allowed to do business in this
state if an insurance conpany is directly or indirectly a nenber
or owner of such risk retention group, other than in the case of a
risk retention group all of whose nenbers are insurance conpani es.

(i) Prohibited coverage. The terns of any insurance
policy issued by any risk retention group shall not provide, or be
construed to provide, coverage prohibited generally by statute of
this state or declared unl awful by the highest court of this state
whose | aw applies to such policy.

(j) Delinquency proceedings. A risk retention group
not chartered in this state and doing business in this state shal
conply with a lawful order issued in a voluntary dissolution
proceedi ng or in a delinquency proceeding comenced by a State
| nsurance Comm ssioner if there has been a finding of financial
i npai rment after an exam nati on.

(k) Penalties. A risk retention group that violates
any provision of this chapter will be subject to fines and
penal ties including revocation of its right to do business in this
state, applicable to licensed insurers generally.

(I') Operation prior to enactnent of this chapter. In
addition to conplying with the requirenents of this section, any
risk retention group operating in this state prior to enactnent of
this chapter shall, wthin thirty (30) days after the effective
date of this chapter, conply with the provision of paragraph
(a)(i) of this section.

SECTION 2. Section 83-55-16, M ssissippi Code of 1972, is
amended as fol |l ows:

83-55-16. * * *
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(1) Each risk retention group or risk purchasing group which

W shes to do or continue to do business in this state shall apply

for an annual |license on or before March 1 of each year. If a

risk retention group or risk purchasing group fails to tinely

renew its |license, the conm ssioner shall inmediately revoke

Wi t hout notice or hearing any registration or |icense held by the

entity.
(2) Each risk retention group or risk purchasing group
operating in the State of Mssissippi shall file with the
M ssi ssi ppi Departnent of Insurance on or before March 1 of each
year a listing of the premuns witten on risks in M ssissippi.
SECTION 3. This act shall take effect and be in force from

and after July 1, 2005.

H B. No. 1457 *HR40/R1091*

05/ HR40/ R1091 ST: Risk retention groups; delete annua
PAGE 6 (Ms\BD) regi stration fee/change premumtax rate.



