Utah Captive Insurance Companies Act
31A-37-101. Title.
This chaptens knownasthe "CaptiveInsuranceCompaniesict.”
31A-37-102. Definitions.

As usedin this chapter:

(1) "Affiliated company"meansacompanythatbecaus@f commonownershipcontrol,
operation, or management is in the same corporate system as:

(a) a parent;

(b) an industrial insured; or

(c) a member organization.

(2) "Alien captive insurance company" means an insurance company:

(a) formed to write insurance business for its parents and affiliates; and

(b) licensedpursuanto thelaws of analienjurisdictionthatimposesstatutoryor
regulatory standards:

(i) on companies transacting the business of insurance in the alien jurisdiction; and

(i) in a form acceptable to the commissioner.

(3) "Association" means a legal association of individuals, corporations, partnerships, or
associations that has been in continuous existence for at least one year if:

(a) the association or its member organizations:

(i) own,control,or holdwith powerto voteall of the outstandingroting securitiesof an
associatiorcaptiveinsurancecompanyincorporatedasa stockinsurer;or

(i) have complete voting control over an association captive insurance company
incorporated as a mutual insurer; or

(b) the association's member organizations collectively constitute all of the subscribers of
an association captive insurance company formed as a reciprocal insurer.

(4) "Associationcaptiveinsurancecompany“meansa companythatinsuresrisks of the:

(&) member organizations of the association; and

(b) affiliates of the member organizations of the association.

(5) "Branch business" means any insurance business transacted by a branch captive
insurancecompanyin this state.

(6) "Branch captive insurance company" means an alien captive insurance company that
hasobtaineda certificateof authorityby the commissioneto transacthe busines®f insurance
in this statethrougha businesainit with a principal placeof businessn this state.

(7) "Branchoperations'meansanybusines®perationof a branchcaptiveinsurance
companyin this state.

(8) "Captive insurance company" means any of the following formed or holding a
certificateof authorityunderthis chapter:

(a) a branch captive insurance company;,



(b) apurecaptiveinsurancecompany;

(c) an association captive insurance company;

(d) asponsoredaptiveinsurancecompany;

(e) an industrial insured captive insurance company;

() a captive reinsurance company; or

(g) aspecialpurposecaptiveinsurancecompany.

(9) "Captive reinsurance company" means a reinsurance company that is:

(a) formedor licensedpursuanto this chapter;

(b) wholly ownedby a qualifying reinsurancgparentcompany;and

(c) astockcorporation.

(10) "Common ownership and control" means:

(a) in thecaseof stockcorporationsthe director indirectownershipby the same
shareholder or shareholders of 80% or more of the outstanding voting stock of two or more
corporationsand

(b) in the caseof mutualcorporationsthe director indirectownershipby the same
member or members of 80% or more of the surplus and the voting power of two or more
corporations.

(11) "Commissioner" means the Insurance Commissioner or the commissioner's designee.

(12) "Consolidatedlebtto total capitalratio” meangheratio of Subsectior{12)(a)to
(b).

(a) This Subsection (12)(a) is an amount equal to the sum of all debts and hybrid capital
instruments including:

(i) all borrowingsfrom depositoryinstitutions;

(i) all senior debt;

(i) all subordinated debts;

(iv) all trust preferred shares; and

(v) all otherhybrid capitalinstrumentghatarenotincludedin the determinatiorof
consolidatedAAP networth issuedandoutstanding.

(b) This Subsection (12)(b) is an amount equal to the sum of:

(i) total capital consisting of all debts and hybrid capital instruments as described in
Subsection (12)(a); and

(i) shareholders' equity determined in accordance with generally accepted accounting
principles for reporting to the United States Securities and Exchange Commission.

(13) "ConsolidatedGAAP networth” meanghe consolidatedhareholdergquity
determined in accordance with generally accepted accounting principles for reporting to the
United States Securities and Exchange Commission.

(14) "Controlled unaffiliated business" means a company:

(a) thatis notin the corporatesystemof a parentandaffiliates;

(b) that has an existing contractual relationship with a parent or affiliate; and

(c) whose risks are managed by a pure captive insurance company in accordance with
Section 31A-37-504.

(15) "Department'meanghe InsuranceDepartment.



(16) "Industrial insured" means an insured:
(a) thatproducesnsurance:
(i) by the services of a full-time employee acting as a risk manager or insurance manager;

or
(i) using the services of a regularly and continuously qualified insurance consultant;
(b) whose aggregate annual premiums for insurance on all risks total at least $25,000; and
(c) thathasatleast25full-time employees.
(17) "Industrialinsuredcaptiveinsurancecompany“meansa companythatinsuresrisks
of:

(a) the industrial insureds that comprise the industrial insured group; and

(b) the affiliates of the industrial insured group.

(18) "Industrial insured group" means:

(a) a group of industrial insureds that collectively:

(i) own,control,or holdwith powerto voteall of the outstandingroting securitiesof an
industrial insured captive insurance company incorporated as a stock insurer; or

(i) have complete voting control over an industrial insured captive insurance company
incorporated as a mutual insurer; or

(b) agroupthatis:

(i) created under the Product Liability Risk Retention Act of 1981, 15 U.S.C. Section
3901 et seq., as amended, as a corporation or other limited liability association; and

(i) taxable under this title as a:

(A) stockcorporation;or

(B) mutual insurer.

(19) "Member organization” means an individual, corporation, partnership, or association
that belongs to an association.

(20) "Parent"meansa corporationpartnershippr individual thatdirectly or indirectly
owns,controls,or holdswith powerto vote morethan50% of the outstandingr/oting securities
of a purecaptiveinsurancecompany.

(21) "Participant"meansany of thefollowing thatareinsuredby a sponsoredaptive
insurancecompany|jf thelossesof the participantarelimited througha participantcontractto
theasset®f aprotecteccell:

(a) anentity permittedto be a participantunderSection31A-37-403;and

(b) anyaffiliate of anentity permittedto be a participantunderSection31A-37-403.

(22) "Participantcontract'meansa contractby which a sponsoredaptiveinsurance
company:

(a) insurestherisksof a participant;and

(b) limits thelossesof the participantto the asset®of a protectedcell.

(23) "Protected cell" means a separate account established and maintained by a
sponsorecdaptiveinsurancecompanyfor oneparticipant.

(24) "Purecaptiveinsurancecompany“meansa companythatinsuresrisks of its parent
and affiliates.

(25) "Qualifying reinsurer parent company" means a reinsurer:



(a) authorizedo write reinsurancéy this state;and

(b) thathas:

(i) aconsolidatedsAAP networth of notlessthan$500,000,000and

(i) a consolidated debt to total capital ratio not greater than .50.

(26) "Sponsor'meansanentity that:

(a) meets the requirements of Section 31A-37-402; and

(b) is approvedoy the commissioneto:

(i) provideall or partof the capitalandsurplusrequiredby applicabldaw; and
(i) organize and operate a sponsored captive insurance company.

(27) "Sponsored captive insurance company" means a captive insurance company:

(a) in which the minimum capital and surplus required by applicable law is provided by

sponsors;
(b) that is formed or holding a certificate of authority under this chapter;
(c) thatinsurestherisksof separatgarticipantghroughthe contract;and
(d) that segregates each participant's liability through one or more protected cells.
(28) "Treasuryrates"meanghe United StatesTreasurystrip askedyield aspublishedin
the Wall Street Journal as of a balance sheet date.

31A-37-103. Chapter exclusivity.

Exceptasotherwiseprovidedin this chapterno provisionsof thistitle otherthanthis
chapterapplyto a captiveinsurancecompany.

31A-37-104. Applicability of reorganization, receivership, and injunction
authority.

(1) Exceptasprovidedin Subsectior(2), the provisionsof thistitle pertainingto
insuranceeorganizationsieceivershipsandinjunctionsapplyto a captiveinsurancecompany
formed or holding a certificate of authority under this chapter.

(2) In thecaseof asponsoreataptiveinsurancecompany:

(a) theassetof the protectedcell may not be usedto pay any expensesr claimsother
thanthoseattributableto the protectedcell;

(b) thecapitalandsurplusof the sponsoreataptiveinsurancecompany:

(i) shall at all times be available to pay any:

(A) expensesf thesponsoreataptiveinsurancecompany;or

(B) claims against the sponsored captive insurance company; and

(i) maynotbeusedto payexpensesr claimsattributableto a protectedcell.

31A-37-105. Operation of a branch captive insurance company.

Exceptasotherwiseprovidedin this chaptera branchcaptiveinsurancecompanymust
be a purecaptiveinsurancecompanywith respecto operationsn this state,unlessotherwise
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permittedby the commissioneunderSection31A-37-106.
31A-37-106. Authority to make rules -- Authority to issue orders.

(1) In accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
commissionemay adoptrulesto:

(a) determine circumstances under which a branch captive insurance company is not
required to be a pure captive insurance company;

(b) determine any statement, document, or information a captive insurance company
mustprovideto the commissioneto obtaina certificateof authority;

(c) determine any factors a captive insurance company shall provide evidence of under
Subsection 31A-37-202(4)(c);

(d) prescribecapitalrequirementgor a captiveinsurancecompanyin additionto those
required under Section 31A-37-204 based on the type, volume, and nature of insurance business
transactedby the captiveinsurancecompany;

(e) establish:

(i) the amount of capital or surplus required to be retained under Subsection
31A-37-205(4)at the paymentof a dividendor otherdistributionby a captiveinsurance
company;or

(i) aformula to determine the amount described in Subsection 31A-37-205(4);

(H waive or modify the requirements for public notice and hearing for any of the
following by a captive insurance company:

() merger;

(i) consolidation;

(i) conversion;

(iv) mutualization; or

(v) redomestication;

(g) approve the use of alternative reliable methods of valuation and rating for:

() an association captive insurance company;

(i) asponsoredaptiveinsurancecompany;or

(i) an industrial insured group;

(h) prohibitor limit aninvestmenthatthreatenghe solvencyor liquidity of:

(i) apurecaptiveinsurancecompany;or

(i) an industrial insured captive insurance company;

(i) determine the financial reports a sponsored captive insurance company shall annually
file with the commissioner;

() determine the required forms and reports under Section 31A-37-501; and

(k) establishstandardso ensurethata parentor affiliate of a purecaptiveinsurance
company is able to exercise control of the risk management function of any controlled unaffiliated
businesdo beinsuredby the purecaptiveinsurancecompany.

(2) NotwithstandingSubsectior{1)(k), until thecommissioneadoptstherules
authorizedunderSubsectior(1)(k), the commissionemay by temporaryordergrantauthorityto
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a purecaptiveinsurancecompanyto insurerisks.

(3) Thecommissionemayissueprohibitory,mandatoryandotherordersrelatingto
captive insurance companies as necessary to enable the commissioner to secure compliance with
this chapter.

31A-37-201. Certificate of authority.

Thecommissionemayissuea certificateof authorityto actasaninsurerin this stateto a
captiveinsurancecompanythat meetsthe requirement®f this chapter.

31A-37-202. Permissive areas of insurance.

(1) (a) Exceptasprovidedin Subsectior{1)(b), whenpermittedby its articlesof
incorporationor charter,a captiveinsurancecompanymay apply to the commissionefor a
certificateof authorityto do all insuranceauthorizedby this title exceptworkers'‘compensation
insurance.

(b) Notwithstanding Subsection (1)(a):

(i) apurecaptiveinsurancecompanymay notinsureany risks otherthanthoseof its:

(A) parent and affiliates;

(B) controlled unaffiliated business; or

(C) a combination of Subsections (1)(b)(i)(A) and (B);

(i) anassociatiorcaptiveinsurancecompanymay notinsureanyrisks otherthanthose
of the:

(A) member organizations of its association; and

(B) affiliates of the member organizations of its association;

(i) anindustrialinsuredcaptiveinsurancecompanymay notinsureanyrisksotherthan
thoseof the:

(A) industrialinsuredghatcomprisetheindustrialinsuredgroup;and

(B) affiliates of the industrial insureds that comprise the industrial insured group;

(iv) aspecialpurposecaptiveinsurancecompanymay only insuretherisk of its parent;

(v) acaptiveinsurancecompanymay not providepersonamotorvehicleor
homeowner's insurance coverage or any component of these coverages; and

(vi) a captive insurance company may not accept or cede reinsurance except as provided
in Section 31A-37-303.

(c) NotwithstandingSubsectior{1)(b)(iv), for risksapprovedoy the commissionea
specialpurposecaptiveinsurancecompanymay provide:

() insurance;

(i) reinsurance; or

(i) both insurance and reinsurance.

(2) To conductinsurancebusinessn this statea captiveinsurancecompanyshall:

(a) obtain from the commissioner a certificate of authority authorizing it to conduct
insurancebusinessn this state;



(b) hold at least once each year in this state:

(i) a board of directors meeting; or

(i) in the case of a reciprocal insurer, a subscriber's advisory committee meeting;

(c) maintain in this state:

(i) theprincipalplaceof busines®f the captiveinsurancecompany;or

(i) in the case of a branch captive insurance company, the principal place of business for
the branchoperationsf the branchcaptiveinsurancecompany;and

(d) except as provided in Subsection (3), appoint a resident registered agent to accept
serviceof processandto otherwiseacton behalfof the captiveinsurancecompanyin this state.

(3) Notwithstanding Subsection (2)(d), in the case of a captive insurance company
formed as a corporation or a reciprocal insurer, whenever the registered agent cannot with
reasonable diligence be found at the registered office of the captive insurance company, the
commissioner shall be an agent of the captive insurance company upon whom any process,
notice, or demand may be served.

(4) (a) Before receiving a certificate of authority, a captive insurance company:

(i) formed as a corporation shall file with the commissioner:

(A) acertifiedcopyof:

(I) articlesof incorporationor the charterof the corporation;and

(1) bylawsof the corporation;

(B) astatemenunderoathof the presidenandsecretaryof the corporationshowingthe
financial condition of the corporation; and

(C) any other statement or document required by the commissioner under Section
31A-37-106;

(i) formed as a reciprocal shall:

(A) file with the commissioner:

() acertifiedcopyof the powerof attorneyof the attorney-in-facof thereciprocal;

(1) a certified copy of the subscribers' agreement of the reciprocal;

(I11) a statement under oath of the attorney-in-fact of the reciprocal showing the financial
condition of the reciprocal; and

(IV) any other statement or document required by the commissioner under Section
31A-37-106; and

(B) submitto thecommissionefor approvala descriptionof the:

() coverages;

(I deductibles;

(1) coverage limits;

(IV) rates; and

(V) any other information the commissioner requires under Section 31A-37-106.

(b) (i) If there is a subsequent material change in an item in the description required under
Subsection (4)(a)(ii)(B) for a reciprocal captive insurance company, the reciprocal captive
insurancecompanyshall submitto the commissionefor approvalanappropriateaevisionto the
description required under Subsection (4)(a)(ii)(B).

(i) A reciprocal captive insurance company that is required to submit a revision under
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Subsection (4)(b)(i) may not offer any additional kinds of insurance until the commissioner
approvesarevisionof the description.

(ii)) A reciprocal captive insurance company shall inform the commissioner of any
material change in rates within 30 days of the adoption of the change.

(c) In addition to the information required by Subsection (4)(a), an applicant captive
insurance company shall file with the commissioner evidence of:

() theamountandliquidity of the asset®f the applicantcaptiveinsurancecompany
relativeto therisksto be assumedy the applicantcaptiveinsurancecompany;

(i) the adequacy of the expertise, experience, and character of the person who will
manage the applicant captive insurance company;

(i) theoverallsoundnessf the planof operationof the applicantcaptiveinsurance
company;

(iv) theadequacyf thelosspreventionprogramsof the applicantcaptiveinsurance
company's parent, member organizations, or industrial insureds, as applicable; and

(v) anyotherfactorsthecommissioner:

(A) adoptsby rule underSection31A-37-106;and

(B) considers relevant in ascertaining whether the applicant captive insurance company
will beableto meetthe policy obligationsof the applicantcaptiveinsurancecompany.

(d) In addition to the information required by Subsections (4)(a), (b), and (c), an
applicantsponsoredaaptiveinsurancecompanyshallfile with the commissioner:

(i) a business plan at the level of detail required by the commissioner under Section
31A-37-106 demonstrating:

(A) themannerin which theapplicantsponsoreaaptiveinsurancecompanywill
account for the losses and expenses of each protected cell; and

(B) themannerin whichthe applicantsponsoreaaptiveinsurancecompanywill report
to the commissioner the financial history, including losses and expenses, of each protected cell;

(i) a statement acknowledging that all financial records of the applicant sponsored
captive insurance company, including records pertaining to any protected cell, shall be made
available for inspection or examination by the commissioner;

(i) anycontractor samplecontractbetweerthe applicantsponsoreaaptiveinsurance
companyandany participant;and

(iv) evidence that expenses will be allocated to each protected cell in an equitable manner.

(e) Information submitted pursuant to this Subsection (4) shall be classified as a
protectedecordunderTitle 63, Chapter2, GovernmenRecordsAccessandManagemenAct.

() NotwithstandingTitle 63, Chapter2, GovernmenRecordsAccessandManagement
Act, thecommissionemaydiscloseinformationsubmittedpursuanto this Subsectior{4) to a
public official having jurisdiction over the regulation of insurance in another state if:

(i) the public official receiving the information agrees in writing to maintain the
confidentiality of the information; and

(i) the laws of the state in which the public official serves require the information to be
confidential.

(g) Subsection$4)(e)and(4)(f) do notapplyto informationprovidedby anindustrial
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insured captive insurance company insuring the risks of an industrial insured group.

(5) (a) A captiveinsurancecompanyshallpayto the departmenthe following
nonrefundable fees established by the department under Sections 31A-3-103 and 63-38-3.2:

(i) afee for examining, investigating, and processing, by department employees, of an
applicationfor a certificateof authoritymadeby a captiveinsurancecompany;

(i) a fee for obtaining a certificate of authority for the year the captive insurance
companyis issueda certificateof authorityby the departmentand

(i) a certificate of authority renewal fee.

(b) The commissioner may retain legal, financial, and examination services from outside
the department to perform the services under Subsection (5)(a) and Section 31A-37-502 and
charge the reasonable cost of those services against the applicant captive insurance company.

(6) If thecommissioners satisfiedthatthe documentandstatementsled by the
applicantcaptiveinsurancecompanycomply with the provisionsof this chapterthe
commissioner may grant a certificate of authority authorizing the company to do insurance
businessn this state.

(7) A certificate of authority granted under this section expires annually and must be
renewedoy July 1 of eachyear.

31A-37-203. Deceptive name prohibited.

A captiveinsurancecompanymay not adopta namethatis:

(1) the same as any other existing business name registered in this state;

(2) deceptively similar to any other existing business name registered in this state; or
(3) likely to be:

(a) confused with any other existing business name registered in this state; or

(b) mistaken for any other existing business name registered in this state.

31A-37-204. Paid-in capital -- Other capital.

(1) (&) Thecommissionemay notissuea certificateof authorityto acompanydescribed
in Subsectior{1)(c) unlessthe companypossesseandthereaftemmaintainsunimpairedpaid-in
capital of:

(i) inthecaseof a purecaptiveinsurancecompany notlessthan$100,000;

(i) in the case of an association captive insurance company incorporated as a stock
insurer,notlessthan$400,000;

(i) in the case of an industrial insured captive insurance company incorporated as a
stockinsurer,notlessthan$200,000;

(iv) in the caseof a sponsoreaaptiveinsurancecompany hotlessthan$500,0000r

(v) in thecaseof a specialpurposecaptiveinsurancecompany anamountdeterminedy
the commissioner after giving due consideration to the company's business plan, feasibility
study,andpro-formasjncludingthe natureof therisksto beinsured.

(b) The paid-in capital required under this Subsection (1) may be in the form of:
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() (A) cash; or

(B) cash equivalent; or

(i) anirrevocable letter of credit:

(A) issuedby:

(I) abankcharteredy this state;or

(I a member bank of the Federal Reserve System; and
(B) approvedoy thecommissioner.

(c) This Subsectior{1) appliesto:

(i) apurecaptiveinsurancecompany;

(i) asponsoredaptiveinsurancecompany;

(i) aspecialpurposecaptiveinsurancecompany;

(iv) an association captive insurance company incorporated as a stock insurer; or

(v) anindustrial insured captive insurance company incorporated as a stock insurer.
(2) (a) The commissioner may, under Section 31A-37-106, prescribe additional capital

basedon thetype,volume,andnatureof insurancebusinesgransacted.

(b) Thecapitalprescribedy thecommissioneunderthis Subsectior{2) maybein the
form of:

(i) cash; or

(i) an irrevocable letter of credit issued by:

(A) abankcharteredy this state;or

(B) a member bank of the Federal Reserve System.

(3) (a) Except as provided in Subsection (3)(c), a branch captive insurance company, as

securityfor the paymentof liabilities attributableto branchoperationsshall, throughits branch
operationsestablisrandmaintainatrustfund:

(i) funded by an irrevocable letter of credit or other acceptable asset; and

(i) in the United States for the benefit of:

(A) United Stategpolicyholders;and

(B) United States ceding insurers under:

() insurance policies issued; or

(I reinsurance contracts issued or assumed.

(b) The amount of the security required under this Subsection (3) shall be no less than:

() thecapitalandsurplusrequiredby this chapterand

(i) the reserves on the insurance policies or reinsurance contracts, including:

(A) reserves for losses;

(B) allocated loss adjustment expenses;

(C) incurredbut notreportedossesand

(D) unearnegpremiumswith regardto businessvritten throughbranchoperations.

(c) Notwithstandinghe otherprovisionsof this Subsectior{3), the commissionemay
permita branchcaptiveinsurancecompanythatis requiredto postsecurityfor lossreserve®n
branchbusinesgy its reinsurerto reducethe fundsin thetrustaccountrequiredby this section
by the sameamountasthe securitypostedif the securityremainspostedwith thereinsurer.

(4) (a) A captiveinsurancecompanymay not pay thefollowing without the prior
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approval of the commissioner:

(i) adividend out of capital or surplus in excess of the limits under Section 16-10a-640;
or

(i) adistributionwith respecto capitalor surplusin excesf thelimits underSection
16-10a-640.

(b) The commissioner shall condition approval of an ongoing plan for the payment of
dividendsor otherdistributionson the retention,at thetime of eachpaymentof capitalor
surplus in excess of:

(i) amounts specified by the commissioner under Section 31A-37-106; or

(i) determined in accordance with formulas approved by the commissioner under Section
31A-37-106.

31A-37-205. Free surplus.

(1) (a) Except as provided in Subsection (2), the commissioner may not issue a certificate
of authorityto a captiveinsurancecompanyunlessthe companypossesseandmaintainsfree
surplusof:

() inthecaseof apurecaptiveinsurancecompanynotlessthat$150,000;

(i) in the case of an association captive insurance company incorporated as a stock
insurer,notlessthan$350,000;

(i) in the case of an industrial insured captive insurance company incorporated as a
stockinsurer,notlessthan$300,000;

(iv) in the case of an association captive insurance company incorporated as a mutual
insurer, not less $750,000;

(v) in the case of an industrial insured captive insurance company incorporated as a
mutual insurer, not less than $500,000;

(vi) in the caseof asponsoreaaptiveinsurancecompany notlessthan$500,000and

(vii) in the case of a special purpose captive insurance company, an amount determined
by the commissioner after giving due consideration to the company's business plan, feasibility
study,andpro-formasjncludingthe natureof therisksto beinsured.

(b) The surplus required under this Subsection (1) may be in the form of:

(i) cash; or

(i) an irrevocable letter of credit issued by:

(A) abankcharteredy this state;or

(B) a member bank of the Federal Reserve System that is approved by the commissioner.

(2) Notwithstandingherequirement®f Subsectior{1), a captiveinsurancecompany
organized as a reciprocal insurer under this chapter may not be issued a certificate of authority
unlessthe captiveinsurancecompanypossesseandmaintainsfree surplusof $1,000,000.

(3) (a) Thecommissionemay prescribeadditionalsurplusbaseduponthetype,volume,
and nature of insurance business transacted.

(b) The capital required under this Subsection (3) may be in the form of an irrevocable
letterof creditissuedby:
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(i) abankcharteredy this state;or

(i) a member bank of the Federal Reserve System.

(4) (a) Withoutthe prior approvalof the commissionera captiveinsurancecompany
may not pay:

(i) adividend out of capital or surplus in excess of the limits under Section 16-10a-640;
or

(i) adistributionwith respecto capitalor surplusin excesf thelimits underSection
16-10a-640.

(b) The commissioner shall condition approval of an ongoing plan for the payment of
dividendsor otherdistributionon theretention,at thetime of eachpaymentpof capitalor surplus
in excess of amounts:

(i) specified by the commissioner; or

(i) determined in accordance with formulas approved by the commissioner.

31A-37-301. Incorporation.

(1) A purecaptiveinsurancecompanyor a sponsoredaptiveinsurancecompanyshall
beincorporatedasa stockinsurerwith the capitalof the purecaptiveinsurancecompanyor
sponsoredtaptiveinsurancecompany:

(a) divided into shares; and

(b) heldby the stockholderf the purecaptiveinsurancecompanyor sponsoredaptive
insurance company.

(2) An association captive insurance company or an industrial insured captive insurance
companymay be:

(a) incorporatedhasa stockinsurerwith the capitalof theassociatiorcaptiveinsurance
companyor industrialinsuredcaptiveinsurancecompany:

(i) divided into shares; and

(i) heldby the stockholder®f the associatiorcaptiveinsurancecompanyor industrial
insured captive insurance company;

(b) incorporated as a mutual insurer without capital stock, with a governing body elected
by the member organizations of the association captive insurance company or industrial insured
captiveinsurancecompany;or

(c) organized as a reciprocal.

(3) A captiveinsurancecompanymay not havefewerthanthreeincorporatorsf whom
not fewerthantwo mustbe residentof this state.

(4) (a) Before a captive insurance company formed as a corporation files the
corporation's articles of incorporation with the Division of Corporations and Commercial Code,
the incorporators shall obtain from the commissioner a certificate finding that the establishment
and maintenance of the proposed corporation will promote the general good of the state.

(b) In considering a request for a certificate under Subsection (4)(a), the commissioner
shall consider:

(i) thecharacterreputationfinancialstandingandpurpose®f theincorporators;
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(i) the character, reputation, financial responsibility, insurance experience, business
gualifications of the officers and directors;

(i) any information in:

(A) theapplicationfor a certificateof authority;or

(B) thedepartment'éles; and

(iv) other aspects the commissioner considers advisable.

(5) (&) A captive insurance company formed as a corporation shall file with the Division
of Corporations and Commercial Code:

(i) the captive insurance company's articles of incorporation;

(i) the certificate issued pursuant to Subsection (4); and

(i) the fees required by the Division of Corporations and Commercial Code.

(b) The Division of Corporations and Commercial Code shall file both the articles of
incorporation and the certificate described in Subsection (4) for a captive insurance company that
complieswith this section.

(6) (&) The organizers of a captive insurance company formed as a reciprocal insurer shall
obtain from the commissioner a certificate finding that the establishment and maintenance of the
proposedassociatiowill promotethe generalgoodof the state.

(b) In considering a request for a certificate under Subsection (6)(a), the commissioner
shall consider:

(i) thecharacterreputationfinancialstandingandpurpose®f theincorporators;

(i) the character, reputation, financial responsibility, insurance experience, and business
gualifications of the officers and directors;

(i) any information in:

(A) theapplicationfor a certificateof authority;or

(B) thedepartment'éles; and

(iv) other aspects the commissioner considers advisable.

(7) (&) An alien captive insurance company that has received a certificate of authority to
act as a branch captive insurance company shall obtain from the commissioner a certificate
finding that:

() thehomestateof thealiencaptiveinsurancecompanyimposesstatutoryor
regulatory standards in a form acceptable to the commissioner on companies transacting the
busines®f insurancen thatstate;and

(i) after considering the character, reputation, financial responsibility, insurance
experience, and business qualifications of the officers and directors of the alien captive insurance
company, and other relevant information, the establishment and maintenance of the branch
operations will promote the general good of the state.

(b) After the commissioner issues a certificate under Subsection (7)(a) to an alien captive
insurancecompanythealiencaptiveinsurancecompanymay registerto do businessn this
state.

(8) Thecapitalstockof a captiveinsurancecompanyincorporatedasa stockinsurermay
notbeissuedatlessthanparvalue.

(9) At leastoneof thememberof theboardof directorsof a captiveinsurancecompany
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formedasa corporationshallbe aresidentof this state.

(10) At leastoneof the membersf the subscribersadvisorycommitteeof a captive
insurance company formed as a reciprocal insurer shall be a resident of this state.

(11) (a) A captiveinsurancecompanyformedasa corporationunderthis chapterhasthe
privileges and is subject to the provisions of the general corporation law as well as the applicable
provisionscontainedn this chapter.

(b) If a conflict exists between a provision of the general corporation law and a provision
of this chapterthis chaptershall control.

(c) Exceptasprovidedin Subsectior{11)(d),the provisionsof thistitle pertainingto a
merger, consolidation, conversion, mutualization, and redomestication apply in determining the
procedureso befollowed by a captiveinsurancecompanyin carryingoutany of the
transactionslescribedn thoseprovisions.

(d) Notwithstanding Subsection (11)(c), the commissioner may waive or modify the
requirements for public notice and hearing in accordance with rules adopted under Section
31A-37-106.

(e) If a notice of public hearing is required, but no one requests a hearing, the
commissioner may cancel the public hearing.

(12) (a) A captive insurance company formed as a reciprocal insurer under this chapter
hasthe powerssetforth in Section31A-4-114in additionto the applicableprovisionsof this
chapter.

(b) If aconflict existsbetweerthe provisionsof Section31A-4-114andthe provisionsof
this chaptemwith respecto a captiveinsurancecompany this chaptershall control.

(c) Totheextentareciprocalinsureris madesubjectto otherprovisionsof thistitle
pursuanto Section31A-14-208 the provisionsarenot applicableto areciprocalinsurerformed
underthis chaptermunlessthe provisionsareexpresslymadeapplicableto a captiveinsurance
companyunderthis chapter.

(d) In additionto the provisionsof this Subsectior{12), a captiveinsurancecompany
organized as a reciprocal insurer that is an industrial insured group has the privileges of Section
31A-4-114in additionto applicableprovisionsof this title.

(13) Thearticlesof incorporationor bylawsof a captiveinsurancecompanymay not
authorize a quorum of a board of directors to consist of fewer than 1/3 of the fixed or prescribed
number of directors as provided in Section 16-10a-824.

31A-37-302. Investment requirements.

(1) (a) Except as provided in Subsection (1)(b), an association captive insurance
companyasponsoreaaptiveinsurancecompany andanindustrialinsuredgroupshallcomply
with theinvestmentequirementgontainedn thistitle.

(b) NotwithstandingSubsectior{1)(a)andany otherprovisionof this title, the
commissioner may approve the use of alternative reliable methods of valuation and rating under
Section 31A-37-106 for:

(i) an association captive insurance company;
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(i) asponsoredaptiveinsurancecompany;or
(i) an industrial insured group.

(2) (a) Except as provided in Subsection (2)(b), a pure captive insurance company or

industrialinsuredcaptiveinsurancecompanyis not subjectto anyrestrictionson allowable
investmentsontainedn thistitle.

(b) Notwithstanding Subsection (2)(a), the commissioner may, under Section
31A-37-106 prohibit or limit aninvestmenthatthreatenshe solvencyor liquidity of:

(i) apurecaptiveinsurancecompany;or

(i) an industrial insured captive insurance company.

(3) (a) (i) Except as provided in Subsection (3)(a)(ii), a captive insurance company may

not make loans to:
(A) theparentcompanyof the captiveinsurancecompany;or
(B) an affiliate of the captive insurance company.

(i) Notwithstanding Subsection (3)(a)(i), a pure captive insurance company may make

loans to:
(A) theparentcompanyof the purecaptiveinsurancecompany;or
(B) an affiliate of the pure captive insurance company.
(b) A loan under Subsection (3)(a):
(i) maybemadeonly onthe prior written approvalof thecommissionerand
(i) must be evidenced by a note in a form approved by the commissioner.
(c) A pure captive insurance company may not make a loan from:
(i) the paid-in capital required under Subsection 31A-37-204(1); or
(i) the free surplus required under Subsection 31A-37-205(1).

31A-37-303. Reinsurance.

(1) A captiveinsurancecompanymay providereinsuranceasauthorizedn thistitle, on
risks cededby anyotherinsurer.
(2) (a) A captiveinsurancecompanymay takecreditfor reserve®n risksor portionsof

risks ceded to reinsurers if the captive insurance company complies with Section 31A-17-404.
(b) Unless the reinsurer is in compliance with Section 31A-17-404, a captive insurance

companymay not takecreditfor:
(i) reserves on risks ceded to a reinsurer; or
(i) portionsof riskscededo areinsurer.
31A-37-304. Rating organization.

A captive insurance company is not required to join a rating organization.

31A-37-305. Contributions to guaranty or insolvency fund prohibited.
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(1) A captive insurance company, including a captive insurance company organized as a
reciprocalinsurerunderthis chaptermaynotjoin or contributefinancially to any of the
following in this state:

(@) aplan;

(b) a pool;

(c) an association;

(d) a guaranty fund; or

(e) aninsolvency fund.

(2) A captiveinsurancecompanytheinsuredof a captiveinsurancecompanythe parent
of a captive insurance company, an affiliate of a captive insurance company, a member
organization of an association captive insurance company, or in the case of a captive insurance
company organized as a reciprocal insurer, a subscriber of the captive insurance company, may
not receive a benefit from:

(@) aplan;

(b) a pool;

(c) an association;

(d) a guaranty fund for claims arising out of the operations of the captive insurance
company;or

(e) an insolvency fund for claims arising out of the operations of the captive insurance
company.

31A-37-306. Conversion or merger.

(1) An association captive insurance company or industrial insured group formed as a
stockor mutualcorporationmay be:

(a) converted to a reciprocal insurer in accordance with a plan and this section; or

(b) merged with and into a reciprocal insurer in accordance with a plan and this section.

(2) A plan for a conversion or merger under this section:

(&) shall be fair and equitable to:

(i) the shareholders, in the case of a stock insurer; or

(i) the policyholders, in the case of a mutual insurer; and

(b) shallprovidefor the purchaseof:

() theshareof anynonconsentinghareholdeof a stockinsurerin substantiallythe
same manner and subject to the same rights and conditions as are provided a dissenting
shareholder; or

(i) the policyholder interest of any nonconsenting policyholder of a mutual insurer in
substantially the same manner and subject to the same rights and conditions as are provided a
dissenting policyholder.

(3) Inthe case of a conversion authorized under Subsection (1):

(a) the conversion must be accomplished under a reasonable plan and procedure that are
approvedoy the commissioner;
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(b) thecommissionemay notapprovethe planof conversiorunderthis sectionunless
theplan:

(i) satisfies Subsections (2) and (6);

(i) provides for the conversion of existing stockholder or policyholder interests into
subscribeinterestdn theresultingreciprocalinsurer,proportionateo stockholderor
policyholderinterestsn the stockor mutualinsurer;and

(i) is approved:

(A) in thecaseof astockinsurer,by a majority of the sharesentitledto voterepresented
in person or by proxy at a duly called regular or special meeting at which a quorum is present; or

(B) in thecaseof amutualinsurer,by a majority of the voting interestsof policyholders
represented in person or by proxy at a duly called regular or special meeting at which a quorum is
present;

(c) the commissioner shall approve a plan of conversion if the commissioner finds that
theconversiorwill promotethe generalgoodof the statein conformitywith the standardsinder
Subsection 31A-37-301(4);

(d) if the commissioner approves a plan of conversion, the commissioner shall amend the
converting insurer's certificate of authority to reflect conversion to a reciprocal insurer and issue
theamendedertificateof authorityto the company'sattorney-in-fact;

(e) upon issuance of an amended certificate of authority of a reciprocal insurer by the
commissioner, the conversion is effective; and

(f) upontheeffectivenes®f theconversion:

(i) the corporate existence of the converting insurer shall cease; and

(i) the resulting reciprocal insurer shall notify the Division of Corporations and
Commercial Code of the conversion.

(4) A merger authorized under Subsection (1) shall be accomplished substantially in
accordancevith the proceduresetforth in this title exceptthat, solelyfor purposef the
merger:

(a) the plan or merger shall satisfy Subsection (2);

(b) the subscribers' advisory committee of a reciprocal insurer shall be equivalent to the
board of directors of a stock or mutual insurance company;

(c) the subscribers of a reciprocal insurer shall be the equivalent of the policyholders of a
mutual insurance company;

(d) if asubscribersadvisorycommitteedoesnot havea presidenor secretarythe
officers of the committee having substantially equivalent duties are the president and secretary of
the committee;

(e) the commissioner shall approve the articles of merger if the commissioner finds that
the merger will promote the general good of the state in conformity with the standards under
Subsection 31A-37-301(4);

(H notwithstandingSections31A-37-204and31A-37-205 the commissionemay permit
theformation,without capitalandsurplus,of a captiveinsurancecompanyorganizedasa
reciprocal insurer, into which an existing captive insurance company may be merged to facilitate a
transactiorunderthis section,if thereis no morethanoneauthorizednsurancecompany

17



surviving the merger; and

(g) an alien insurer may be a party to a merger authorized under Subsection (1) if:

() the requirements for the merger between a domestic and a foreign insurer under
Chapter 16, Insurance Holding Companies, are applied to the merger; and

(i) the alien insurer is treated as a foreign insurer under Chapter 16, Insurance Holding
Companies.

(5) If the commissioner approves the articles of merger under this section:

(a) the commissioner shall endorse the commissioner's approval on the articles; and

(b) thesurvivinginsurershallpresenthe nameto the Division of Corporationsaand
Commercial Code.

(6) (a) Except as provided in Subsection (6)(b), a conversion authorized under Subsection
(1) must provide for a hearing, of which notice has been given to the insurer, its directors, officers
and stockholders, in the case of a stock insurer, or policyholders, in the case of a mutual insurer,
all of whom have the right to appear at the hearing.

(b) Notwithstanding Subsection (6)(a), the commissioner may waive or modify the
requirements for the hearing.

(c) If a notice of hearing is required, but no hearing is requested, after notice has been
given under Subsection (6)(a), the commissioner may cancel the hearing.

31A-37-401. Sponsored captive insurance companies -- Formation.

(1) Oneor moresponsorsnayform asponsoredaptiveinsurancecompanyunderthis
chapter.

(2) A sponsoreataptiveinsurancecompanyformedunderthis chaptemmay establishand
maintaina protecteccell to insurerisks of a participantf:

(a) the shareholders of a sponsored captive insurance company are limited to:

(i) theparticipantof the sponsoreataptiveinsurancecompany;and

(i) thesponsorof the sponsoredaptiveinsurancecompany;

(b) eachprotecteccell is accountedor separatelyn thebooksandrecordsof the
sponsoreataptiveinsurancecompanyto reflect:

(i) the financial condition of the protected cell;

(i) theresultsof operationsf the protectedcell;

(i) the netincome or loss of the protected cell;

(iv) thedividendsor otherdistributionsto participantsof the protectedcell; and

(v) otherfactorsthatmaybe:

(A) providedin the participantcontract;or

(B) required by the commissioner;

(c) the assets of a protected cell are not chargeable with liabilities arising out of any other
insurancebusinesshe sponsoredaptiveinsurancecompanymay conduct;

(d) asale,exchangeor othertransferof assetss not madeby the sponsoredaptive
insurancecompanybetweeror amongany of the protectedcells of the sponsoreaaptive
insurancecompanywithout the consenbf the protectedcells;
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(e) asale, exchange, transfer of assets, dividend, or distribution is not made from a
protectedcell to a sponsoror participantwithout the commissioner'sipproval which may not
be given if the sale, exchange, transfer, dividend, or distribution would result in insolvency or
impairmentwith respecto a protectedcell;

(f) a sponsored captive insurance company annually files with the commissioner financial
reports the commissioner requires under Section 31A-37-106, including accounting statements
detailing the financial experience of each protected cell;

(g) a sponsored captive insurance company notifies the commissioner in writing within
tenbusinesglaysof a protectedcell thatis insolventor otherwiseunableto meetthe claim or
expense obligations of the protected cell;

(h) aparticipantcontractdoesnot takeeffectwithout the commissioner'grior written
approval;and

(i) the addition of each new protected cell and withdrawal of a participant of any existing
protectedcell doesnot take effectwithout the commissioner'grior written approval.

31A-37-402. Sponsored captive insurance companies -- Certificate of authority
mandatory.

(1) A sponsonf asponsoredaptiveinsurancecompanyshallbe:

(a) aninsurerauthorizedor approvedunderthe laws of any state;

(b) areinsurerauthorizedor approvedunderthe laws of any state;

(c) a captive insurance company holding a certificate of authority under this chapter; or

(d) an insurance holding company that:

(i) controlsaninsurerlicensedpursuanto the laws of any state;and

(ii) is subjectto registrationpursuanto the holding companysystemof laws of the state
of domicile of the insurer described in Subsection (1)(d)(i).

(2) (&) Thebusinesswritten by a sponsoreataptiveinsurancecompanywith respecto
each protected cell shall be fronted by an insurance company:

(i) authorizedor approved:

(A) underthelawsof anystate;or

(B) underanyjurisdictionif theinsurancecompanyis a wholly ownedsubsidiaryof an
insurancecompanylicensedpursuanto the laws of any state;

(i) reinsuredoy areinsurerauthorizedor approvedoy this state;or

(iif) subjectto Subsectior{2)(b), secureddy atrustfund:

(A) intheUnited States;

(B) for the benefit of policyholders and claimants; and

(C) funded by an irrevocable letter of credit or other asset acceptable to the
commissioner.

(b) () Theamountof securityprovidedby thetrustfund describedn Subsection
(2)(a)(iii) may not belessthanthereservesssociatedavith theliabilities of thetrustfund,
including:

(A) reserves for losses;
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(B) allocated loss adjustment expenses;

(C) incurredbutunreportedossesand

(D) unearnegremiumsfor businesswritten throughthe participant'protectedcell.

(i) The commissioner may require the sponsored captive insurance company to increase
thefunding of a trustestablisheghursuanto this Subsectior(2).

(i) If the form of security in the trust described in Subsection (2)(a)(iii) is a letter of
credit, the letter of credit must be established, issued, or confirmed by a bank that is:

(A) charteredn this state;

(B) a member of the federal reserve system; or

(C) charteredby anotherstateif thatstate-chartereddankis acceptableo the
commissioner.

(iv) A trustandtrustinstrumentmaintainedoursuanto this Subsectior(2) shallbein a
form andupontermsapprovedoy the commissioner.

(3) A risk retentiongroupmay not be eithera sponsotor a participantof a sponsored
captiveinsurancecompany.

31A-37-403. Participants in sponsored captive insurance companies.

(1) Any of thefollowing maybea participantin a sponsoredaptiveinsurancecompany
holding a certificate of authority under this chapter:

(a) an association;

(b) a corporation;

(c) alimited liability company;

(d) apartnership;

(e) atrust;or

(f) anyotherbusinessentity.

(2) A sponsomay be a participantin a sponsorecaaptiveinsurancecompany.

(3) A participantneednot be:

(a) ashareholdeof thesponsoredaptiveinsurancecompany;or

(b) anaffiliate of the sponsoreaaptiveinsurancecompany.

(4) A participantshallinsureonly the participant'sown risks througha sponsored
captiveinsurancecompanyunlessotherwiseapprovedoy the commissioner.

31A-37-404. Discounting of loss and loss adjustment expense reserves.

(1) Thefollowing maydiscountits lossandlossadjustmenexpenseeservesttreasury
ratesappliedto the applicablepaymentgprojectedthroughthe useof the expectecpayment
patternassociatedvith thereserves:

(a) asponsoreataptiveinsurancecompany;and
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(b) a captive reinsurance company.

(2) (a) The following shall annually file with the department an actuarial opinion
providedby anindependenactuaryon lossandlossadjustmenexpenseeserves:

(i) asponsoredtaptiveinsurancecompany;and

(i) a captive reinsurance company.

(b) The independent actuary described in Subsection (2)(a) may not be an employee of:

(i) the company filing the actuarial opinion; or

(i) an affiliate of the company filing the actuarial opinion.

(3) The commissioner may disallow the discounting of reserves by the following if the
companyviolatesthistitle:

(a) asponsoredaptiveinsurancecompany;or

(b) a captive reinsurance company.

31A-37-501. Reports to commissioner.

(1) A captiveinsurancecompanyis not requiredto makeanyreportexceptthose
providedin this chapter.

(2) (a) Before March 1 of each year, a captive insurance company shall submit to the
commissioner a report of the financial condition of the captive insurance company, verified by
oath of two of the executive officers of the captive insurance company.

(b) Except as provided in Sections 31A-37-204 and 31A-37-205, a captive insurance
companyshallreport:

(i) unlessthecommissioneapproveshe useof statutoryaccountingorinciples,using
generally accepted accounting principles;

(i) using any useful or necessary modifications or adaptations to accounting principles
required,approvedpr acceptedy the commissionefor thetype of insuranceandkinds of
insurersto bereportedupon;and

(iif) any supplemental or additional information required by the commissioner.

(c) Except as otherwise provided:

(i) an association captive insurance company and an industrial insured group shall file
thereportrequiredby Section31A-4-113;and

(i) each industrial insured group shall comply with Section 31A-4-113.5.

(3) () A purecaptiveinsurancecompanymay makewritten applicationto file the
requiredreporton afiscal yearendthatis consistentvith thefiscal yearof the parentcompany
of the purecaptiveinsurancecompany.

(b) If the commissioner grants an alternative reporting date for a pure captive insurance
companyrequestedinderSubsectior(3)(a)theannualreportis due60 daysafterthefiscal year
end.

(4) (a) Sixty days after the fiscal year end, a branch captive insurance company shall file
with the commissioner copy of all reportsandstatementsequiredto befiled underthe laws of
the jurisdiction in which the alien captive insurance company is formed, verified by oath by two
of its executive officers.
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(b) If thecommissioners satisfiedthattheannualreportfiled by thealiencaptive
insurance company in the jurisdiction in which the alien captive insurance company is formed
provides adequate information concerning the financial condition of the alien captive insurance
company, the commissioner may waive the requirement for completion of the annual statement
requiredfor a captiveinsurancecompanyunderthis sectionwith respecto businesswrittenin
the alien jurisdiction.

(c) A waiver by the commissioner under Subsection (4)(b) shall be:

() in writing; and

(i) subjectto publicinspection.

31A-37-502. Tri-annual visit.

(1) Atleast once in three years, and whenever the commissioner determines it to be
prudentthe departmentor a personappointedoy the commissionershallvisit eachcaptive
insurance company and thoroughly inspect and examine the affairs of the captive insurance
companyto ascertain:

(a) the financial condition of the captive insurance company;

(b) theability of the captiveinsurancecompanyto fulfill the obligationsof the captive
insurance company; and

(c) whetherthe captiveinsurancecompanyhascompliedwith this chapter.

(2) Thecommissioneuponapplicationmayenlargethethree-yeaperiodto five years,
if a captive insurance company is subject to a comprehensive annual audit during that period:

(a) of ascopesatisfactoryto the commissionerand

(b) performedby independenauditorsapprovedoy the commissioner.

(3) A captive insurance company that is inspected and examined under this section shall
pay, as provided in Subsection 31A-37-202(5)(b), the expenses and charges of an inspection and
examination.

31A-37-503. Classification and use of records.

(1) The following shall be classified as a protected record under Title 63, Chapter 2,
Government Records Access and Management Act:

(a) examination reports under this section;

(b) preliminaryexaminatiorreportsor resultsunderthis section;

(c) working papers for an examination conducted under this section;

(d) recorded information for an examination conducted under this section; and

(e) documentsandcopiesof documentgproducedoy, obtainedby, or disclosedo the
commissioner or any other person in the course of an examination conducted under this section.

(2) Thissectiondoesnot preventthe commissionefrom usingtheinformationprovided
underthis sectionin furtheranceof the commissioner'segulatoryauthorityunderthis title.

(3) Notwithstandingotherprovisionsof this sectionthe commissionemaygrantaccess
to theinformationprovidedunderthis sectionto:
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(a) public officers having jurisdiction over the regulation of insurance in any other state or
country;or

(b) law enforcement officers of this state or any other state or agency of the federal
government, if the officers receiving the information agree in writing to hold the information in a
mannerconsistentvith this section.

31A-37-504. Business written by a captive insurance company -- Examinations --
Application of code provisions.

(1) Thissectionappliesto all businesswritten by a captiveinsurancecompany.

(2) Notwithstanding this section, the examination for a branch captive insurance
company shall be of branch business and branch operations only, if the branch captive insurance
company:

(a) provides annually to the commissioner a certificate of compliance, or an equivalent,
issued by or filed with the licensing authority of the jurisdiction in which the branch captive
insurance company is formed; and

(b) demonstrate® the commissioner'satisfactiorthatthe branchcaptiveinsurance
company is operating in sound financial condition in accordance with all applicable laws and
regulations of the jurisdiction in which the branch captive insurance company is formed.

(3) As a condition of obtaining a certificate of authority, an alien captive insurance
company shall grant authority to the commissioner to examine the affairs of the alien captive
insurance company in the jurisdiction in which the alien captive insurance company is formed.

(4) Totheextentthatthe provisionsof Chapter, 4,5, 14,16,17,18,19a,and27 do
not contradictthis section thesechaptersapplyto captiveinsurancecompanieghathave
received a certificate of authority under this chapter.

31A-37-505. Suspension or revocation -- Grounds.

(1) Thecommissionemay suspenar revokethe certificateof authorityof a captive
insurancecompanyto conductaninsurancebusinessn this statefor:

(a) insolvencyor impairmentof capitalor surplus;

(b) failure to meet the requirements of Section 31A-37-204 or 31A-37-205;

(c) refusal or failure to submit:

(i) an annual report required by Section 31A-37-501; or

(i) anyotherreportor statementequiredby law or by lawful orderof the
commissioner;

(d) failure to complywith the charter bylaws,or otherorganizationalocumenbf the
captiveinsurancecompany;

(e) failure to submit to:

() an examination under Section 31A-37-502; or

(i) any legal obligation relative to an examination under Section 31A-37-502;

() refusal or failure to pay the cost of examination under Section 31A-37-502;
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(9) useof methodghat,althoughnot otherwisespecificallyprohibitedby law, render:

() theoperationof the captiveinsurancecompanydetrimentato the public or the
policyholdersof the captiveinsurancecompany;or

(i) theconditionof the captiveinsurancecompanyunsoundwith respecto the public or
to the policyholdersof the captiveinsurancecompany;or

(h) failure otherwiseto complywith laws of this state.

(2) Notwithstandinganyotherprovisionof thistitle, if thecommissionefinds, upon
examination, hearing, or other evidence, that a captive insurance company has committed any of
the acts specified in Subsection (1), the commissioner may suspend or revoke the certificate of
authorityof the captiveinsurancecompanyif thecommissioneconsiderst in the bestinterest
of the public andthe policyholdersof the captiveinsurancecompanyto revokethe certificateof
authority.

31A-37-601. Incorporation of a captive reinsurance company.

(1) A captivereinsuranceompanyshallbeincorporatedasa stockinsurerwith its
capital:

(a) divided into shares; and

(b) heldby thecaptivereinsuranceompany'shareholders.

(2) (a) A captivereinsuranceompanymay not havefewerthanthreeincorporators.

(b) At leasttwo of theincorporatorsof a captivereinsuranceompanymustberesidents
of this state.

(3) (a) Before the articles of incorporation are filed with the Division of Corporations and
Commercial Code, the incorporators shall obtain from the commissioner a certificate of finding
thatthe establishmenandmaintenancef the proposedtorporationpromoteghe generalgood
of this state.

(b) In considering a request for a certificate under Subsection (3)(a), the commissioner
shall consider:

(i) thecharacterreputationfinancialstandingandpurpose®f theincorporators;

(i) the character, reputation, financial responsibility, insurance experience, and business
qualifications of the officers and directors; and

(i) other factors the commissioner considers advisable.

(4) Thecapitalstockof a captivereinsuranceompanymustbeissuedat parvalueor
greater.

(5) At least one of the members of the board of directors of a captive reinsurance
companyincorporatedn this statemustbe a residentof this state.

31A-37-602. Requirements of a captive reinsurance company.

(1) (a) If permittedby its articlesof incorporationor charter,a captivereinsurance
company may apply to the commissioner for a license to write reinsurance covering:
(i) propertyandcasualtyinsurancepr
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(i) reinsurance contracts.

(b) A captivereinsuranceompanyauthorizedby the commissionemay write
reinsurance contracts covering risks in any state.

(2) To conductbusinessn this state a captivereinsuranceompanyshall:

(a) obtain from the commissioner a license authorizing it to conduct business as a captive
reinsuranc&€ompanyin this state;

(b) hold at least one board of directors' meeting each year in this state;

(c) maintainits principalplaceof businessn this state;and

(d) appointaregisteredagentto acceptserviceof processaandactotherwiseonits behalf
in this state.

(3) Before receiving a license, a captive reinsurance company shall file with the
commissioner:

(a) acertifiedcopyof its:

(i) (A) articles of incorporation; or

(B) charter; and

(i) bylaws;

(b) astatemenunderoathof its presidentandsecretaryshowingits financialcondition;
and

(c) other documents required by the commissioner.

(4) In additionto theinformationrequiredby Subsectior(3), theapplicantcaptive
reinsurance company shall file with the commissioner evidence of:

(a) theamountandliquidity of the captivereinsuranceompany'sassetselativeto the
risks to be assumed,

(b) the adequacy of the expertise, experience, and character of the person who manages
the captivereinsurance&ompany;,

(c) theoverallsoundnessf the captivereinsuranceompany'lanof operation;and

(d) other overall factors considered relevant by the commissioner in ascertaining if the
proposedaptivereinsurance&ompanyis ableto meetits policy obligations.

(5) (a) Notwithstandingritle 63, Chapter2, GovernmenRecordsAccessand
ManagemenAct, informationsubmittedpursuanto this sectionis confidentialandmaynot be
made public by the commissioner or an agent or employee of the commissioner without the
written consenbf the company exceptthat:

(i) information may be discoverable by a party in a civil action or contested case to which
the submittingcaptivereinsurance&ompanyis a party, upona showingby the party seekingto
discover the information that:

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

(B) the information sought is unavailable from other nonconfidential sources; and

(C) a subpoena issued by a judicial or administrative law officer of competent jurisdiction
has been submitted to the commissioner; and

(i) the commissioner may disclose the information to the public officer having
jurisdiction over the regulation of insurance in another state if:
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(A) the public official agrees in writing to maintain the confidentiality of the information;
and

(B) the laws of the state in which the public official serves require the information to be
confidential.

(b) This Subsectior{5) doesnotapplyto anindustrialinsuredcaptivereinsurance
company insuring the risks of an industrial insured group.

31A-37-603. Minimum capitalization or reserves for a captive reinsurance
company.

(1) (a) The commissioner may not issue a license to a captive reinsurance company
unlessthe companypossesseandmaintainscapitalor free surplusof notlessthanthe greater
of:

(i) $300,000,000; or

(i) 10% of the reserves of the captive reinsurance company.

(b) Thesurplusrequiredby this Subsectior{1) maybein the form of:

(i) cash; or

(ii) securities.

(2) Thecommissionemay prescribeadditionalcapitalor surplusbaseduponthetype,
volume, and nature of the insurance business transacted.

(3) () A captivereinsuranceompanymay not paya dividendout of, or other
distributionwith respecto capitalor surpluswithout the prior approvalof the commissioner.

(b) Approvalof anongoingplanfor the paymentof dividendsor otherdistributionsshall
be conditionedupontheretentionat thetime of eachpaymenif capitalor surplusin excesof
amountsspecifiedby, or determinedn accordancevith formulasapprovedy, the
commissioner.

31A-37-604. Management of assets of a captive reinsurance company.

At least35% of the asset®f a captivereinsuranceompanyshallbe managedy anasset
manager domiciled in this state.
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