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AN-ACT

To repeal sections 375.330, 375.345, 376.307, 376.311,-376.671, 376.951, 376.952, 376.955,

376.957, and 379.080 RSMo, and to enact in lieu thereof fourteen new sections relating to
investments by insurance companies.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A.  Sections 375.330, 375.345, 376.307, 376.311, 376.671, 376.951, 376.952,
376.955, 376.957, and 379.080, RSMo, are repealed and fourteen new sectionsenacted in lieu thereof,
to be known as sections 375.330, 375.345, 376.307, 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:

375.330. 1. No insurance company formed under the laws of this gate shdl be permitted to
purchase, hold or convey red estate, excepting for the purpose and in the manner herein set forth, to wit:

() Suchasshdl be necessary for-its accommodation in the transaction of its business; provided
that before the purchase of red estate for any such purpose, the approva of the director of the department
of insurance must be first had and obtained, and [in no event shdl] except with the approval of the
director, the value of such rea edtate, together with al appurtenances thereto, purchased for such
purpose:

(@ If astock company, exceed the amount of its capital stock;

EXPLANATION — Matter enclosed in bold faced brackets[thus] in thisbill isnot enacted and isintended
to be omitted in thelaw.



(b) If afireor casudty company, but not astock company, exceed sixty percent of its surplus or
ten percent of its admitted assets, as shown by its last annud statement preceding the date of acquistion,
asfiled with the director of the department of insurance, whichever isthe lesser; or

(¢) If any other type or kind of insurance company, exceed sixty percent of its surplus or five
percent of its admitted assets, as shown by its last annua statement, whichever is the lesser] shall not
exceedtwenty per cent of theinsurance company'scapital and surplusasshown by itslast annual
statement;; or

(2) Such as shall have been mortgaged in good faith by way of security for loans previoudy
contracted, or for moneys due; or

(3) Such asshdl have been conveyed to it in satisfaction of debts contracted in the course of its
dedlings, or

(4) Suchasshdl havebeen purchased at saesupon thejudgments, decrees or mortgages obtained
or made for such debts; or

(5) Such as shdl be necessary and proper for carrying on its legitimate business under the
provisions of the Urban Redevel opment Corporations Act; or

(6) Such as shdl have been acquired under the provisions of the Urban Redevelopment
Corporations Act permitting such company to purchase, own, hold or convey red estate; or

(7) Suchred edtate, or any interest therein, as may be acquired or held by it by purchase, lease
or otherwise, as an investment for the production of income, which red edtate or interest therein may
thereafter beheld, improved, devel oped, maintained, managed, leased, sold or conveyed by it asred estate
necessary and proper for carrying on its legitimate business; or

(8) A reciprocd or interinsurance exchange may, initsown name, purchase, sell, mortgage, hold,
encumber, lease, convey, or otherwise affect the title to real property for the purposes and objects of the
reciproca or interinsurance exchange. Such deeds, notes, mortgages or other documents relating to real
property may be executed by the attorney in fact of the reciprocal or interinsurance exchange. This
provision shall be retroactive and shal apply to rea estate owned or sold by areciproca insurer prior to
August 28, 1990.

2. Theinvestments acquired under subdivison (7) of subsection 1 of this section may bein either
exiging or new businessor industria properties, or for new residentia propertiesor new housing purposes.

3. Provided, no such insurance company shal invest more than ten percent of its admitted assets,
as shown by its last annua statement preceding the date of acquisition, as filed with the director of the
department of insurance of the state of Missouri, in the totad amount of real estate acquired under
subdivision (7) of subsection 1, nor more under subdivison (7) of subsection 1 than one percent of its
admitted assets or ten percent of itscapital and surplus, whichever isgreater, in any one property, nor more
under subdivision (7) of subsection 1 than one percent of itsadmitted assets or ten percent of itscapita and



aurplus, whichever is gresater, in total properties leased or rented to any one individual, partnership or
corporation.

4. 1t shal not be lawful for any company incorporated as aforesaid to purchase, hold or convey
real estate in any other case or for any other purpose; and all such red estate acquired in payment of a
debt, by foreclosure or otherwise, and red estate exchanged therefor, shall be sold and disposed of within
ten years after such company shdl have acquired absolute title to the same, unless the company owning
such red estate or interest therein shall eect to hold it pursuant to subdivision (7) of subsection 1.

5. Thedirector of the department of insurance may, for good cause shown, extend the time for
holding such real estate acquired in paying of a debt, by foreclosure or otherwise, and red estate
exchanged therefor, and not held by the company under subdivision (7) of subsection 1, for such period
as he may find to be to the best interests of the policyholders of said company.

6. If alifeinsurance company depositing under section 376.170, RSMo, becomes the owner of
real estate pursuant to this section, the company may executeits own deed for thered estateto thedirector
of the department of insurance, astrustee. 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.

375.345. 1. Asusad in this section, the following words and terms mean:

(2) ["CAl option”, an exchange-traded option contract under which the holder hastheright to buy
(or to make a cash settlement in lieu thereof) a fixed number of shares of stock, a fixed amount of an
underlying security, or an index of underlying securities at a stated price on or before a fixed expiration
date;

(2) "Commodity Futures Trading Commisson”, the federal regulatory agency charged and
empowered under the Commodity Futures Trading Commission Act of 1974, as amended, with the
regulation of futures trading in commodities,

(3) "Financid futures contract", an exchange-traded agreement to make or take delivery of (or to
make cash settlement in lieu thereof) afixed amount of an underlying security, or an index of underlying
securities, on a specified date or during a specified period of time, or acal or put option on such an
agreement, made through a registered futures commission merchant on a board of trade which has been
designated by the Commodity Futures Trading Commission as a contract market. Such financia futures
contracts shall include the following categories. United States treasury hills, bonds and notes; securitiesor
pools of securitiesissued by the Government National Mortgage Association; bank certificates of deposit;
Standard and Poor's 500 Stock Price Index; NY SE Composite Index; KC Vaue Line Index; and such
other agreements which have been approved by and which are governed by the rules and regulations of
the Commodity Futures Trading Commission and the respective contract markets on which such financia
futures contracts are traded;

(4) "Margin*, any type of deposit or settlement made or required to be made with a futures



commisson merchant, clearinghouse, or safekeegping agent to insure performance of the terms of the
financid futures contract. For the purposes of this section, "margin” includes initid, maintenance and
variation margins as such terms are commonly and customarily employed in the futures industry;

(5) "Put option", an exchange-traded option contract under which the holder hastheright to sdl
(or to make a cash settlement in lieu thereof) a fixed number of shares of stock, fixed amount of an
underlying security, or an index of underlying securities at a stated price on or before a fixed expiration
date;

(6) "Securitiesand Exchange Commission’, thefedera regul atory agency charged and empowered
under the Securities Exchange Act of 1934, as amended, with the regulation of trading in securities, and

(7) "Underlying security”, the security subject to being purchased or sold upon exercise of acal
option or put option, or the security subject to delivery under a financid futures contract.] " Admitted
assets', assets permitted to bereported asadmitted assetson the statutory financial statement
of theinsurancecompany most r ecently requir ed to befiled with thedir ector, but excluding assets
of separate accounts, theinvestmentsof which arenot subject tothe provisionsof law gover ning
the general investment account of the insurance company;

(2) " Cap", an agreement abligatingthe sdler to make paymentsto the buyer, with each
payment based on theamount by which areferenceprice, level, performance, or value of one or
mor e under lying inter ests exceedsa predeter mined number, sometimescalled thestrikerateor
strike price;

(3) "Callar", an agreement to receive paymentsasthe buyer of an option, cap, or floor
and to make payments asthe sdller of a different option, cap, or floor;

(4) " Counterparty exposure amount” :

(@ The amount of credit risk attributable to an over-the-counter derivativeinstrument.
Theamount of credit risk equals:

a. Themarket valueof theover-the-counter derivativeinstrument if theliquidation of the
derivative instrument would result in a final cash payment to the insurance company; or

b. Zeroif theliquidation of the derivative instrument would not result in a final cash
payment to the insurance company;

(b) If over-the-counter derivativeinstruments are entered into under a written master
agreement which provides for netting-of payments owed by the respective parties, and the
domicile of thecounter party iseither within theUnited Statesor withinaforeign jurisdiction listed
in the Purposes and Procedur es of the Securities Valuation Officeaséligiblefor netting, the net
amount of credit risk shall be the greater of zero or the net sum of:

a. Themarket value of the over-the-counter derivative instruments entered into under
the agreement, the liquidation of which would result in a final cash payment to the insurance
company; and



b. The market value of the over-the-counter derivative instruments entered into under
the agreement, the liquidation of which would result in a final cash payment by the insurance
company to the business entity;

(¢) For open transactions, mar ket value shall bedeter mined at theend of themost recent
quarter of the insurance company's fiscal year and shall be reduced by the market value of
acceptable collateral held by theinsurance company or placed in escrow by oneor both parties;

(5) " Derivativeinstrument"” , an agreement, option, instrument, or aseriesor combination
ther eof that makes, takesdelivery of, assumes, relinquishes, or makesa cash settlement inlieu
of agpecified amount of oneor moreunderlyinginterests, or that hasaprice, performance, value,
or cash flow based primarily upon theactual or expected price, level, performance, valueor cash
flow of one or more underlying interests. Derivativeinstrumentsalsoinclude options, warrants
used in a hedging transaction and not attached to another financial instrument, caps, floors,
collar s, swaps, forwar ds, futuresand any other agreements, optionsor instrumentssubstantially
smilar thereto, and any other agreements, options, or instruments permitted under rules or
orders promulgatediby the dir ector;

(6) " Derivativetransaction", a transaction involving the use of one or more derivative
instruments,

(7) "Director", thedirector of the department of insurance of this state;

(8) "Floor", an agreement obligating the seler to make paymentsto the buyer in which
each payment is based on the amount by which a predetermined number, sometimes called the
floor rate or price, exceeds a reference price, level, performance, or value of one or more
underlying interests;

(9) "Forward", an agreement other than a futureto make or take delivery of, or effect
a cash settlement based on the actual or expected price, level, performance or value of, one or
more underlying interests, but not including spot transactions effected within customary
settlement periods, when issued purchases or other similar cash market transactions;

(10) " Future", an agreement traded on an exchangeto makeor takedelivery of, or effect
a cash settlement based on the actual or expected price, level, performance or value of one or
mor e under lying inter ests and which includes an insurance future;

(11) "Hedgingtransaction*, aderivativetransaction that isentered into and maintained
to reduce:

(@ Therisk of economic loss due to a change in the value, yield, price, cash flow or
guantity of assetsor liabilitiesthat theinsurancecompany hasacquired or incurred or anticipates
acquiring or incurring;

(b) Thecurrency exchangeraterisk or the degree of exposure asto assetsor liabilities
that the insurance company hasacquired or incurred or anticipates acquiring or incurring; or



(o) Risk through such other derivative transactions as may be specified to congtitute
hedging transactions by rules or ordersadopted by the director;

(12) " Income generation transaction" :

(@) A derivative transaction involving the writing of covered call options, covered put
options, covered capsor covered floorsthat isintended to generateincome or enhancereturn;
or

(b) Such other derivativetransactionsasmay bespecified toconstituteincomegener ation
transactionsin rules or ordersadopted by the director;

(13) "Initial margin", the amount of cash, securities or other consideration initially
required to be deposited to establish a futures position;

(14) "NAIC", the National Association of Insurance Commissioners;

(15) " Option", an agreement giving the buyer theright to buy or receive, sdll or deliver,
enter into, extend, terminate or effect a cash settlement based on the actual or expected price,
level, performance or value of one or more underlying interests,

(16) " Over-the-counter derivativeinstrument” , aderivativeinstrument entered intowith
a business entity other than through an exchange or clearinghouse;

(17) " Potential exposure", theamount deter mined in accor dance with the NAIC Annual
Statement Instructions;

(18) " Replication transaction" , a derivative transaction effected either separately or in
conjunction with cash market investments included in the insurer's investment portfolio and
intendedtoreplicatetheinvestment characteristic of another authorized transaction, investment
or instrument or to oper ateasasubstitutefor cash market transactions. A derivativetransaction
that is entered into as a hedging transaction or an income generation transaction shall not be
considered areplication transaction;

(190 "SVO", the Securities Valuation Office of the NAIC or any successor office

established by the NAIC;
(20) " Swap", an agreement to exchange or to net paymentsat one or moretimesbased

ontheactual or expected price, level, performanceor value of oneor moreunderlyinginterests;

(21) "Underlyinginterest" ,theassets, liabilities, other inter ests, or acombination ther eof
underlying aderivativeinstrument; such-asany oneor moresecurities, currencies, rates, indices,
commodities or derivative instruments;

(22) "Warrant", an ingrument that givesthe holder theright to purchasean underlying
financial ingrument at a given price and time or at a series of prices and times outlined in the
war rant agreement.

2. [The purchaseand sde of put optionsor call optionsmay take place] An insurance company
may, directly or indirectly through an investment subsidiary, engage in derivative transactions



pur suant to this section under the following conditions:

(2) [Aninsurance company may purchase put optionsor sell cal optionswith regard to underlying
securities owned by the insurance company, underlying securities which the insurance company may
reasonably expect to obtain through exercise of warrants or converson rights owned by the insurance
company a the time the put option is purchased or the call option is sold, or to reduce the economic risk
associ ated with an insurance company asset or liability, group of such assetsor liabilities, or assets, lidilities
or groups of assetsor liahilities reasonably expected to be acquired or incurred by the insurance company
inthe norma course of business. Such assets or liabilities must be subject to an economic risk, such as
changing interest rates or prices.

(2) Aninsurance company may sdll put options or purchase cal options to reduce the economic
risk associated with an insurance company asset or liability, group of such assets or ligbilities, or assets,
ligbilities or groups of assets or liabilities reasonably expected to be acquired or incurred by the insurance
company in the norma course of business, or to offset obligations and rights of the insurance company
under other options held by the insurance company pertaining to the same underlying securities, or index
of underlying securities.

(3) An insurance company may purchase or sdl put eptions or cal options only on underlying
securities, or an index of underlying securities, which are digible for investment by an insurance company
under the laws of the Sate of Missouri.

(4) Aninsurance company may purchaseor sdl put or cal optionsonly through an exchangewhich
is registered with the Securities and Exchange Commission as a nationa securities exchange pursuant to
the provisions of the Securities Exchange Act of 1934, as amended.

(5 Aninsurance company shal not purchase call options or sell put options, if such purchase or
sde could result inthe acquisition of anamount of underlying securitieswhich, when aggregated with current
holdings, exceeds applicable limitations imposed under the laws of the ate of Missouri for investment in
those particular underlying securities by the type or kind of insurance company involved.

(6) Thepremiumspaidfor dl option contracts purchased, lessthe premiumsreceived for dl option
contracts sold, plus amounts cal culated pursuant to subdivision (3) of subsection 3 of this section, shal not
a any one time exceed in the aggregate five percent of the insurance company's admitted assets.

3. The purchase and sde of financid futures contracts may take place under the following
conditions.

(1) Aninsurance company may purchase or sdl financia futures contracts for the purpose of
hedging againgt the economic risk associated with an insurance company asset or liability, group of such
assetsor liahilities, or assets, ligbilities or groups of assets or ligbilities reasonably expected to be acquired
or incurred by the insurance company in its norma course of business. Such assats or liabilities must be
subject to an economic risk, such as changing interest rates or prices.

(2) Aninsurance company shdl not purchase or sdll financia futures contracts or options on such



contracts, if such purchase or sde could result in the acquidtion of an amount of underlying securitieswhich,
when aggregated with current holdings, exceeds applicable limitations imposed under the laws of the state
of Missouri for investment in those particular underlying securitiesby thetype or kind of insurance company
involved.

(3) For dl purchased or sold financid futures contractstogether, plusamounts cal culated pursuant
to subdivison (6) of subsection 2 of this section, an insurance company shal not invest a any onetime an
aggregate amount of more than five percent of its admitted assets. For the purposes of transactions in
financid futures contracts, such admitted assets limitation shall be caculated by taking the net asset value
of the property used to margin the financia futures contract postions, plus option premiums paid on
financid futures contracts, less option premiums received on financid futures contracts.

4] Ingeneral:

(@ Aninsurance company may use derivative instruments pursuant to this chapter to
engage in hedging transactions and certain income gener ation transactions;

(b) Upon request, an insurance company shall demonstrate to the director, theintended
hedging char acteristicsand theongoing effectivenessof theder ivativetransaction or combination
of the transactions through cash flow testing or other appropriate analyses,

(2) Aninsurance company shall only maintain its position in any outstanding derivative
ingrument used aspart of ahedging transaction for aslong asthe hedging transaction continues
to be effective;

(3) Aninsurance company may enter into hedging transactionsif asaresult of and after
giving effect to the transaction:

(8) The aggregate statement value of options, caps, floorsand warrantsnot attached to
another financial instrument purchased and used in hedging transactionsthen engaged in by the
insurer does not exceed seven and one-half percent of its admitted assets;

(b) The aggregate statement value of options, caps and floors written in hedging
transactions then engaged in by theinsurer doesnot exceed three per cent of itsadmitted assets,
and

(©) The aggregate potential exposure of collars, swaps, forwards and futures used in
hedging transactionsthen engaged in by theinsurer doesnot exceed six and one-half per cent of
itsadmitted assets;

(4) Aninsurance company may only enter into the following types of income generation
transactions if as a result of and after giving effect to an income generation transaction, the
aggr egate statement value of thefixed income assetsthat are subject to call or that generatethe
cash flowsfor paymentsunder the capsor floors, plusthe face value of fixed income securities
underlying a derivative instrument subject to call, plus the amount of the purchase obligations
under the puts, shall not exceed ten percent of its admitted assets:



(a) Salesof covered call options on noncallable fixed income securities, callable fixed
income securitiesif the option expires by itsterms prior to theend of the noncallable period, or
derivative instruments based on fixed income securities;

(b) Salesof covered call optionson equity securities if the insurance company holdsin
itsportfolio or can immediately acquirethrough the exer cise of options, warrantsor conversion
rights already owned, the equity securities subject to call during the complete term of the call
option sold;

() Salesof covered puts on investments that the insurance company is permitted to
acquire under the applicableinsurancelaws of the state, if theinsurance company has escrowed
or entered into a custodian agreement segregating cash or cash equivalentswith amarket value
equal totheamount of itspurchaseobligationsunder the put during the completeterm of the put
option sold; or

(d) Salesof covered caps or floors if the insurance company holds in its portfolio the
investments generating the cash flow to make the required payments under the caps or floors
during the completetermthat the cap or floor is outstanding;

(5) Aninsurance company may use derivative instruments for replication transactions
only after the director promulgates reasonable rules that set forth methods of disclosure,
reserving for risk-based capital, and determining the asset valuation reserve for these
instruments. Any asset being replicated is subject to all the provisions and limitations on the
making ther eof specified in chapters 375, 376, and 379, RSM o, with respect to investments by
theinsurer asif the transaction congtituted a direct investment by the insurer in the replicated
asset;

(6) Aninsurancecompany shall includeall counter party exposureamountsin determining
compliance with this state's single-entity investment limitations;

(7) Thedirector may approve, by ruleor order, additional transaction conditionsinvolving
the use of derivative instrumentsfor other risk management purposes.

3. Written investment policies and recordkeeping procedures shall be approved by the board of
directors of the insurance company or by a committee authorized by such board before the insurance
company may engage in the practices and activities authorized by this section. These policies and
procedures must be specific enoughtodefineand control permissibleand suitableinvestment srategieswith
regard to [put options, cal options, and financid futures contracts] derivative transactions with aview
toward the protection of the policyholders. The minutes of any such committee shal be recorded and
regular reports of such committee shal be submitted to the board of directors.

[5.] 4. The director [of the department of insurance] may promulgate reasonable ruleq,
guiddines] and regulations pur suant to the provisions of chapter 536, RSM o, not inconsistent with
this section and any other insurancelawsof thisstate, establishing standardsandrequirementsrelating



to practices and activities authorized in this section, including, but not limited to, rules which impose
financial solvency standar ds, valuation standards, and reporting requir ements.

376.307. 1. Notwithstanding any direct or implied prohibitions in chapter 375 or 376, RSMo,
the capitd, reserve and surplus funds of dl life insurance companies of whatever kind and character
organized or doing business under chapter 375 or 376, RSMo, may be invested in any investmentswhich
do not otherwise quaify under any other provision of chapter 375 or 376, RSMo, provided, however, the
invementsauthorized by this section are not digible for deposit with the department of insurance and shdl
be subject to dl the limitations set forth in subsection 2.

2. No such lifeinsurance company shal [invest in] own such invesmentsin an amount in excess
of the following limitations, to be based upon its admitted assets, capital and surplus as shown in its last
annua statement [preceding the date of the acquigtion of such investment, dl ag] filed with the director of
the department of insurance of the state of Missouri:

(1) The aggregate amount of al such investments under this section shall not exceed the lesser of
(a) eight percent of itsadmitted assats or (b) the amount of its capital and surplusin excess of nine hundred
thousand dollars, and

(2) The amount of any one such investment under thissection shall not exceed one percent of its
admitted assets.

3. If, subsequent to its acquisition hereunder, any such investment shal become specifically
authorized or permitted under any other section contained in chapter 375 or 376, RSMo, any such
company may thereafter consider such investment as held under such other gpplicable section and not
under this section.

376.311. 1. In addition to the investments permitted by other provisions of the laws, the capitd
reserve and surplus of dl life insurance companies of whatever kind and character, organized or doing
business pursuant to this chapter, may be invested in an investment pool meeting the requirements set out
below, and any other provison of law reaing to investments made by life insurance companies.

2. Asused in this section, the following terms mean:

(1) "Businessentity”, acorporation, limited ligbility company, association, partnership, joint stock
company, joint venture, mutua fund trust, or other smilar form of business organization, including such an
entity when organized as a not-for-profit entity;

(2) "Qudified bank", anationd bank, state bank or trust company that a al timesis no lessthan
adequately capitalized as determined by the stlandards adopted by the United States banking regulatorsand
that is either regulated by state banking laws or isamember of the Federa Reserve System.

3. (1) Qudified invesment pools shdl invest only in investments which an insurer may acquire
pursuant to this chapter and other provisons of law. The insurer's proportionate interest in these
investments may not exceed the applicable limits of this section and other provisons of law.

(2) Aninsurer shdl not acquire an investment in an investment pool pursuant to this subsection if,



after giving effect to the investment, the aggregate amount of investmentsin al invesment pools then held
by the insurer would exceed thirty percent of its assets.

(3) For aninvesment in aninvestment pool to be quaified pursuant to this chapter, theinvestment
pool shdl not:

(@ Acquire securities issued, assumed, guaranteed or insured by the insurer or an ffiliate of the
insurer;

(b) Borrow or incur any indebtedness for borrowed money, except for securities lending and
reverse repurchase transactions,

(c) Lend money or other assetsto participants in the pool.

(4) For aninvestment pool to be qudified pursuant to this chapter, the manager of the investment
pool shdll:

(& Beorganized pursuant to the laws of the United States or a state and designated as the pool
manager in a pooling agreement;

(b) Betheinsurer; an dfiliated insurer; a businessentity affiliated with theinsurer; aqudified
bank; abusiness entity registered pursuant to the Investment Advisors Act of 1940 (15 U.S.C. Sec. 80a-1
et seq.) as amended; ar, in the caseof areciproca insurer or interinsurance exchange, its atorney-in-fact.

(5) The pool manager, or an agent designated by the pool manager, shdl compile and maintain
detailed accounting records setting forth:

(@ The cash receipts and disbursements reflecting each participant's proportionate investment in
the investment pooal;

(b) A completedescription of dl underlying assets of theinvestment pool including amount, interest
rate, maturity date (if any) and other gppropriate designations, and

(c) Other recordswhich, onadaily basis, dlow third partiesto verify each participant'sinvestments
in the investment poal.

(6) The pool manager shdl maintain the assets of the investment pool in one or more custody
[account] accounts, in the name of or on behdf of the investment pool, under [a] one or more custody
[agreement] agreements with a qudified bank. [All custodid agreements shal be filed with the
department of insurance for prior approva. The] Each custody agreement shall:

(@ State and recognize the claims and rights of each participant;

(b) Acknowledge that the underlying assets of the investment pool are held solely for the benefit
of each participant in proportion to the aggregate amount of itsinvestments in the investment pooal; and

(c) Containan agreement that the underlying assats of theinvestment pool shal not be commingled
with the genera assets of the qudified bank or any other person.

(7) The pooling agreement for each investment pool shal be in writing and shdl provide that:

(& Aninsurer and its[affiliated insurers] affiliates shdl, at al times, hold one hundred percent of
the interests in the investment pooal;



(b) The underlying assets of the investment pool shdl not be commingled with the generd assets
of the pool manager or any other person;

() The aggregate amount of each pool participant's interest in the investment pool shdl be in
proportion to:

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

b. The underlying assats of the investment pool held solely for the benefit of each participant;

(d) A participant or, in the event of the participant's insolvency, bankruptcy or receivership, its
trustee, receiver, conservator or other successor-in-interest may withdraw al or any portion of its
invesment from the investment pool under the terms of the pooling agreemernt;

(e) Withdrawds may be made on demand without pendty or other assessment on any business
day, but settlement of funds shdl occur within a reasonable and customary period theregfter, provided:

a Inthe case of publicly traded securities, settlement shall not exceed five business days, and

b. Inthecaseof dl other securitiesand investments, settlement shall not exceed ten businessdays.

Didributions pursuant to this paragraph shal be caculated in each case net of al then gpplicable fees and
expenses of the investment poal.

(8) The pooling agreement shdl provide that the pool manager shal digtribute to a participant, a
the discretion of the pool manager:

(@ Incash, thethen fair market vaue of the participant's pro rata share of each underlying asset
of the investment pool; or

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

(©) Inacombination of cash and in-kind distributions, a pro rata share in each underlying ass;

(9) The pool manager shal make the records of the investment pool available for ingpection by
the director.

4. The pooling agreement and any other arrangements or agreements relating to an investment
pool, and any amendments thereto, shal be submitted to the department of insurance for prior gpprova
pursuant to section 382.195, RSMo. Individua financia transactions between the pool and its participants
in the ordinary course of the investment pool’s operations shdl not be subject to the provisions of section
382.195, RSMo. Investment activities of pools and transactions between pools and participants shal be
reported annualy in the registration statement required by section 382.100, RSMo.

376.671. 1. This section shall not gpply to any reinsurance, group annuity purchased under a
retirement plan or plan of deferred compensation established or maintained by an employer (including a
partnership or sole proprietorship) or by an employee organization, or by both, other than aplan providing
individua retirement accounts or individud retirement annuities under section 408 of the Internd Revenue
Code, asnow or hereafter amended, premium deposit fund, variableannuity, investment annuity, immediate
annuity, any deferred annuity contract after annuity payments have commenced, or reversionary annuity,



nor to any contract which shall be delivered outside this state through an agent or other representative of
the company issuing the contract.

2. Inthe case of contracts issued on or after the operative date of this section as defined in
subsection 11, no contract of annuity, except as sated in subsection 1, shal be ddivered or issued for
ddivery in this date unless it contains in substance the following provisons, or corresponding provisons
which in the opinion of the director are at least as favorable to the contractholder, upon cessation of
payment of considerations under the contract:

(1) That upon cessation of payment of considerations under a contract, the company will grant a
paid-up annuity benefit on a plan sipulated in the contract of such vaue asis specified in subsections 4,
56,7, and9;

(2) If acontract providesfor alump sum settlement at maturity, or at any other time, that upon
surrender of the contract a or prior to the commencement of any annuity payments, the company will pay
inlieu of any paid-up annuity benefit a cash surrender benefit of such amount asis specified in subsections
4,5,7,and 9. The company shdl reservetheright to defer the payment of such cash surrender benefit for
aperiod of sx months after demand therefor with surrender of the contract;

(3) A statement of the mortdity table, if any, and interest rates used in caculaing any minimum
paid-up annuity, cash surrender or death benefits that are guaranteed under the contract, together with
sufficient information to determine the amounts of such benefits;

(4) A gatement that any paid-up annuity, cash surrender or degth benefits that may be available
under the contract are not less than the minimum benefits required by any statute of the sate in which the
contract is ddlivered and an explanation of the manner in which such benefits are dtered by the existence
of any additional amounts credited by the company to the contract, any indebtedness to the company on
the contract or any prior withdrawals from or partia surrenders of the contract.

Notwithstanding the requirements of this section, any deferred annuity contract may provide that if no
cons derations have been received 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 from consderations paid
prior to such period would be less than twenty dollars monthly, the company may & its option terminate
such contract by payment in cash of the then present value of such portion of the paid-up annuity benefit,
cadculated on the basis of the mortaity /table, if any, and interest rate specified in the contract for
determining the paid-up annuity benefit, and-by such payment shdl be rdieved of any further obligation
under such contract.

3. The minimum values as pecified in subsections 4, 5, 6, 7, and 9 of any paid-up annuity, cash
surrender or deeth benefits available under an annuity contract shal be based upon minimum nonforfeiture
amounts as defined in this section.

(1) With respect to contracts providing for flexible consderations, the minimum nonforfeiture
amount a any time a or prior to the commencement of any annuity payment shal be equa to an



accumulation up to such time at a rate of interest of three percent per annum of percentages of the net
considerations (as hereinafter defined) paid prior to such time, decreased by the sum of

(& Any prior withdrawas from or partia surrenders of the contract accumulated &t a rate of
interest of three percent per annum; and

(b) The amount of any indebtedness to the company on the contract, including interest due and
accrued and increased by any existing additional amounts credited by the company to the contract. The
net congderations for a given contract year used to define the minimum nonforfeiture amount shal be an
amount not less than zero and shall be equal to the corresponding gross considerations credited to the
contract during that contract year lessan annua contract charge of thirty dollarsand lessacollection charge
of one dollar and twenty-five cents per consderation credited to the contract during that contract year.
The percentages of net consderations shal be sixty-five percent of the net condderation for the first
contract year and eighty-seven and one-haf percent of the net consderations for the second and later
contract years. Notwithstanding the provisionsof the preceding sentence, the percentage shall besixty-five
percent of the portion of the total net consideration for any renewal contract year which exceeds by not
more than two timesthe sumof those portions of the net consderationsin al prior contract yearsfor which
the percentage was sixty-five percent;

(2) With respect to contracts providing for fixed scheduled considerations, minimum nonforfeiture
amounts shall be caculated on the assumption that considerations are paid annualy in advance and shdl
be defined as for contracts with flexible consderations which are paid annually with two exceptions:

(@ The portion of the net consideration for the first contract year to be accumulated shdl 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 consideration for the first contract year over the lesser of the net
considerations for the second and third contract years;

(b) Theannua contract charge shdl bethelesser of thirty dollarsor ten percent of the grossannua
congderation;

(3) With respect to contracts providing for asingle consderation, minimum nonforfeiture amounts
shdl be defined asfor contractswith flexible cons derations except that the percentage of net consideration
used to determine the minimum nonforfeiture amount shal be equd to ninety percent, and the net
consderation shdl be the gross consideration |ess acontract charge of seventy-five dollars;

(4) Notwithgtanding any ether 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
withdrawals,and partial surrender sshall beaccumulated for thepur poseof deter miningminimum
nonforfeiture amounts shall be one and one-half percent per annum.

4. Any paid-up annuity benefit available under acontract shdl be such that its present value on the
date annuity payments are to commenceisat least equa to the minimum nonforfeiture amount on that date.
Such present vaue shdl be computed using the mortdity table, if any, and the interest rate specified in the



contract for determining the minimum paid-up annuity benefits guaranteed in the contract.

5. For contractswhich provide cash surrender benefits, such cash surrender benefitsavailableprior
to maturity shdl not be lessthan the present vaue as of the date of surrender of that portion of the maturity
vaue of the paid-up annuity benefit which would be provided under the contract at maturity arising from
congderations paid prior to the time of cash surrender reduced by the amount appropriate to reflect any
prior withdrawas from or partial surrenders of the contract, such present vaue being calculated on the
bass of an interest rate not more than one percent higher than the interest rate specified in the contract for
accumulating the net considerations to determine such maturity vaue, decreased by the amount of any
indebtedness to the company on the contract, including interest due and accrued, and increased by any
exiging additional amounts credited by the company to the contract. In no event shal any cash surrender
benefit be less than the minimum nonforfeiture amount at that time. The desth benefit under such contracts
shdl be at least equa to the cash surrender benfit.

6. For contracts which do not provide cash surrender benefits, the present value of any paid-up
annuity benefit available as a nonforfeiture option at any time prior to maturity shal not be less than the
present value of that portion of the maturity vaue of the paid-up annuity benefit provided under the contract
arigng from condderations paid prior to the time the contract is'surrendered in exchange for, or changed
to, adeferred paid-up annuity, such present val ue being caculated for the period prior to the maturity date
onthebasisof theinterest rate specified in the contract for accumulating the net considerationsto determine
such maturity vaue, and increased by any exigting additiona amounts credited by the company to the
contract. For contractswhich do not provide any death benefits prior to the commencement of any annuity
payments, such present values shdl be calculated on the basis of such interest rate and the mortality table
specified in the contract for determining the maturity vaue of the paid-up annuity benefit. However, inno
event shdl the present vaue of apaid-up annuity benefit be less than the minimum nonforfeiture amount at
thet time.

7. For the purpose of determining the benefits caculated under subsections 5 and 6, in the case
of annuity contracts under which an eection may be madeto have annuity payments commence  optiond
maturity date, the maturity date shall be deemed to be the latest date for which eection shal be permitted
by the contract, but shall not be deemed to be later than the anniversary of the contract next following the
annuitant's seventieth birthday or the tenth anniversary of the contract, whichever islater.

8. Any contract which doesnot provide cash surrender benefits or does not provide death benefits
at least equd to the minimum nonforfeiture amount prior to the commencement of any annuity payments
shdl include a statement in a prominent place in the contract that such benefits are not provided.

9. Any paid-up annuity, cash surrender or desth benefits available at any time, other than on the
contract anniversary under any contract with fixed scheduled considerations, shal be caculated with
dlowance for the lgpse of time and the payment of any scheduled congiderations beyond the beginning of
the contract year in which cessation of payment of cons derations under the contract occurs.



10. For any contract which provides, within the same contract by rider or supplementa contract
provison, both annuity benefitsand lifeinsurance benefitsthat arein excess of the greeter of cash surrender
benefits or areturn of the gross congderations with interest, the minimum nonforfeiture benefits shdl be
equal tothesum of the minimum nonforfaiture benefitsfor the annuity portion and theminimum nonforfeture
benefits, if any, for the life insurance portion computed as if each portion were a separate contract.
Notwithstanding the provisons of subsections 4, 5, 6, 7, and 9, additiona benefits payablein the event of
total and permanent disability, asreversonary annuity or deferred reversonary annuity benefits, or asother
policy benefits additiond to life insurance, endowment and annuity benefits, and consderationsfor dl such
additiona benefits, shdl bedisregarded in ascertaining the minimum nonforfeitureamounts, paid-up annuity,
cash surrender and deeth benefits that may be required by this section. The incluson of such additiond
benefits shdl not be required in any paid-up benefits, unless such additiond benefits separately would
require minimum nonforfeiture amounts, paid-up annuity, cash surrender and death benefits.

11. After September 28, 1979, any company may file with the director a written notice of its
election to comply with the provisions of this section after a specified date before September 28, 1981.
After thefiling of suchinatice, then upon such specified date, which shal bethe operative date of thissection
for such company, this section shall become operative with respect to annuity contracts thereafter issued
by such company. If a company makes no such eection, the operative date of this section for such
company shall be September 28, 1981.

376.951. 1. Sections 376.951 to 376.958 and sections 376.1121 to 376.1130 may beknown
and cited as the "Long-term Care Insurance Act”.

2. Asusad in sections 376.951 to 376.958 and sections 376.1121 to 376.1130 thefollowing
terms mean:

(1) "Applicant":

(@ Inthecaseof anindividua long-term care insurance policy, the person who seeksto contract
for benefits, and

(b) Inthe case of agroup long-term care insurance policy, the proposed certificate holder;

(2) "Cetificate', any certificate [or evidence of coverage] issued under a group long-term care
insurance palicy, which policy has been delivered or issued for ddivery in this state;

(3) "Director", the directar of the department of insurance of this Sate;

(4) "Group long-term care'insurance’, a-long-term care insurance policy which is ddivered or
issued for ddivery in this state and issued to:

(& One or more employers or labor organizations, or to a trust or to the trustees of a fund
established by one or more employers or labor organizations, or a combination thereof, for employees or
former employees or a combination thereof or for members or former members or acombination thereof,
of the labor organization; or

(b) Any professional, trade or occupationa association for its members or former or retired



members, or combination thereof, if such association;

a |scomposed of individuds dl of whom are or were actively engaged in the same profession,
trade or occupation; and

b. Has been maintained in good faith for purposes other than obtaining insurance; or

() Anassociation or atrugt or the trustee of a fund established, crested or maintained for the
benefit of members of one or more associations. Prior to advertisng, marketing or offering such policy
within this state, the association or associations, or the insurer of the association or associations, shal file
evidence withthe director that the association or associations have a the outset aminimum of one hundred
persons and have been organized and maintained in good faith for purposes other than that of obtaining
insurance; have been in active existence for at least one year; and have a congtitution and bylaws which
provide that:

a The association or associations hold regular meetings not lessthan annudly to further purposes
of the members;

b. Except for credit unions, the associ ation or associations collect duesor solicit contributionsfrom
members, and

c. Themembershavevoting privileges and representeti onon the governing board and committees.
Thirty days after such filing the association or associations shal be deemed to satisfy such organizationa
requirements, unless the director makes a finding that the association or associations do not satisfy those
organizationa requirements;

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

a Theissuance of the group policy isnot contrary to the best interest of the public;

b. Theissuance of the group policy.would result in economies of acquisition or adminigtration; and

c. The benefits are reasonable in relaion to the premiums charged;

(5) "Long-term careinsurance’, anyinsur ance policy], contract, certificate, evidenceof coverage]
or rider advertised, marketed, offered or designed to provide coveragefor not lessthan twel ve consecutive
months for each covered person on an expense-incurred, indemnity, prepaid or other basis; for one or
more necessary or medicaly necessary diagnostic, preventive, thergpeutic, rehabilitative, maintenance of
persona care services, provided in asetting other than an acute care unit of ahospital. Such termincludes
group and individud annuities and-life insurance policies or riders which provide directly or which
supplement long-term careinsurance. Suchtermasoincludesapalicy or rider which providesfor payment
of benefits based upon cognitiveimpairment or thelossof functiona capacity. L ong-term careinsurance
alsoincludesqualified long-term careinsurance contracts. Long-term care insurance may beissued
by insurers, fraternal benefit societies, hedth services corporations; prepaid hedth plans; [and] hedth
maintenance organizations, or any smilar organization to the extent they are otherwise authorized to
issuelifeor health insurance. Long-term care insurance shdl not include any insurance policy which



is offered primarily to provide basic Medicare supplement coverage, basic hospital expense coverage,
bas c medicd-surgica expensecoverage, hospita confinement indemnity coverage, mgor medical expense
coverage, disability income or related asset protection coverage, accident only coverage, specified disease
or specified accident coverage, or limited benefit health coverage. With respect tolifeinsurance, long-
term care insurance does not include life insurance policies that accelerate the death benefit
gpecifically for one or more of the qualifying events of terminal illness, medical conditions
requiring extraordinary medical intervention, or permanent ingtitutional confinement, and that
provide the option of a lump-sum payment for those benefits and neither the benefits nor the
eigibility for the benefitsisconditioned upon thereceipt of long-term care. Notwithstanding any
other provision of sections376.951t0 376.958 and sections 376.1121 to 376.1130tothecontrary,
any product advertised, marketed, or offered aslong-term careinsurance shall be subject tothe
provisions of sections 376.951 to 376.958 and sections 376.1121 to 376.1130;

(6) "Policy", any palicy, [contract, certificate, evidence of coverage] subscriber agreement, rider
or endorsement delivered or issued for delivery in this state by an insurer; fraternad benefit society; health
services corporation;| prepaid hedth plan [or], hedth maintenance organization, or any similar
organization;

(7) "Qualified long-term careinsurance contract" or " federally tax-qualified long-term
careinsurance contract” , the portion of a life insurance contract that provides long-term care
insurance coverage by rider or aspart of the contract that satisfiestherequirementsof Section
7702B(b) and (e) of the Internal Revenue Code of 1986, asamended. Qualified long-term care
insurance contract also includes an individual or group insurance contract that meets the
requirements of Section 7702B(b) of thel nter nal Revenue Code of 1986, asamended, asfollows:

(@ Theonly insurance protection provided under the contract is coverage of qualified
long-term care services. A contract shall not fail to satisfy the requirements of this paragraph
by reason of payments being made on a per diem or other periodic basis without regard to the

expensesincurred during the period to which paymentsreate;
(b) Thecontract doesnot pay or reimbur seexpensesincurred for servicesor itemstothe

extent that the expenses are reimbursable under Title XVIII of the Social Security Act, as
amended, or would be so reimbur sable but for the application of a deductible or coinsurance
amount. The requirements of thisparagraph‘do not apply to expenses that are reimbursable
under Title XVIII of the Social Security Act only asa secondary payor. A contract shall not fail
to satisfy the requirements of this paragraph by reason of payments being made on a per diem
or other periodic basis without regard to the expenses incurred during the period to which the
paymentsrelate;

(¢) Thecontract isguaranteed renewable within the meaning of Section 7702B(b)(1)(C)
of the Internal Revenue Code of 1986, as amended;



(d) The contract doesnot providefor a cash surrender valueor other money that can be
paid, assigned, pledged as collateral for aloan, or borrowed except asprovided in paragraph (e)
of this subdivision;

(e) All refundsof premiumsand all policyholder dividendsor smilar amountsunder the
contract aretobeapplied asareduction in futurepremiumsor toincreasefutur e benefits, except
that a refund onthe event of death of theinsured or a complete surrender or cancdlation of the
contract shall not exceed the aggregate premiums paid under the contract; and

(f) Thecontract meetsthe consumer protection provisions set forth in Section 7702B(g)
of the Internal Revenue Code of 1986, as amended.

376.952. 1. Theprovisionsof sections376.951t0 376.958and sections 376.1121t0 376.1130
shdl 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 376.1130 are not intended to supersede the
obligations of entities subject to the provisions of sections 376.951 to 376.958 and sections 376.1121
to 376.1130 to comply with the substance of other applicableinsurancelawsinsofar asthey do not conflict
withthe provisionsof sections 376.951 to 376.958and sections 376.1121 to 376.1130, except that laws
and regulations designed and intended to gpply to medicare supplement insurance policies shdl not be
gppliedtolong-term careinsurance. 2. The purposes of the provisions of sections 376.951 to 376.958
and sections 376.1121 to 376.1130 are to promote the public interest, to promote the availability of
long-termcareinsurance palicies, to protect applicantsfor long-term careinsurance, asdefined, fromunfair
or deceptive sdes or enrollment practices, to establish sandards for long-term careinsurance, to facilitate
public understanding and comparison of long-term care insurance palicies, and to fadilitate flexibility and
innovation in the development of long-term care insurance coverage.

3. Any policy or rider advertised, marketed or offered aslong-term care or nursing homeinsurance
shdl comply with the provisions of sections 376.951 to 376.958 and sections 376.1121 to 376.1130.

376.955. 1. The director may adopt regulationsthat include sandards for full and fair disclosure
etting forth the manner, content and required disclosures for the sale of long-term careinsurance policies,
terms of renewability, initia and subsequent conditionsof digibility, nonduplication of coverage provisons,
coverage of dependents, preexisting conditions, termination of insurance, continuation or conversion,
probationary periods, limitations, exceptions; reductions, €limination periods, requirementsfor replacement,
recurrent conditions and definitions of terms. Regulations adopted pursuant to sections 376.951 to
376.958 and sections 376.1121 to 376.1130 shdl bein accordance with the provisions of chapter 536,
RSMo. 2. No long-term care insurance policy may:

(1) Be canceled, nonrenewed or otherwise terminated on the grounds of the age or the
deterioration of the mentd or physica hedth of the insured individud or certificate holder; or

(2) Contain a provison establishing a new waiting period in the event existing coverage is



converted to or replaced by a new or other form within the same company, except with respect to an
increase in benefits voluntarily selected by the insured individud or group policyholder; or

(3) Providecoveragefor skilled nursing careonly or providesignificantly more coveragefor skilled
carein afacility than for lower levels of care.

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

(1) Shdl use a definition of preexigting condition which is more regtrictive than the following:
"Preexigting condition" meansacondition for which medica advice or trestment was recommended by, or
received from, aprovider of hedth care services, within Sx months preceding the effective date of coverage
of aninsured person;

(2) May exclude coverage for aloss or confinement which isthe result of a preexigting condition
unless such loss or confinement begins within sx months following the effective date of coverage of an
insured person.

4. Thedirector may extend thelimitation periods set forth in subdivisons (1) and (2) of subsection
3 of this section asto specific age group categoriesin specific policy forms upon findingsthat the extension
isinthe best interest of the public.

5. Thedefinition of preexigting condition provided in subsection 3 of this section does not prohibit
an insurer fromusing an application form designed to dicit the complete hed th history of an applicant, and,
on the bass of the answers on that gpplication, from underwriting in accordance with that insurer's
established underwriting standards.  Unless otherwise provided in the policy or certificate, a preexisting
condition, regardiess of whether it is disclosed on the gpplication, need not be covered until the waiting
period described in subdivision (2) of subsection 3 of this section expires. No long-term care insurance
policy or certificate may exclude or use waivers or riders of any kind to exclude, limit or reduce coverage
or benefits for specificaly named or described preexigting diseases or physical conditions beyond the
waiting period described in subdivision (2) of subsection 3 of this section.

6. No long-term care insurance policy may be ddivered or issued for ddlivery in thissate if such
policy:

(1) Conditionsdigihility for any benefits on aprior hospitalization requirement; or

(2) Conditions digihility for benefits provided in an ingtitutiona care setting on the receipt of a
higher leve of indtitutiond care; or

(3) Conditions digihility for any benefits [on a prior ingtitutiondization requirement, except in the
case of] other than waiver of premium, post-confinement, post-acute care or recuperative benefitson a
prior ingitutionalization requirement.

7. A long-term careinsurance policy contai ning post-confinement, post-acute care or recuperdtive
benefits shdl clearly labd in a separate paragraph of the policy or certificate entitled "Limitations or
Conditions on Eligibility for Benefits' such limitations or conditions, including any required number of days



of confinement.
8. A long-term careinsurance policy or rider which conditions digibility of noningditutiona benefits

on the prior receipt of inditutiond care shdl not require a prior ingtitutiona stay of more than thirty days.

9. No long-term care insurance policy or rider which provides benefits only following
inditutiondizationshal condition such benefitsupon admissonto afacility for thesameor rdated conditions
within a period of less than thirty days after discharge from the indtitution.

10. The director may adopt regulations establishing loss ratio standards for long-term care
insurance policies provided that aspecific referenceto long-term careinsurance policiesis contained in the
regulation.

11. Long-term careinsurance applicantsshal havetheright to return the policy or certificatewithin
thirty days of itsddivery and to have the premium refunded if, after examination of the policy or certificate,
the applicant is not satisfied for any reason. Long-term care insurance policies and certificates shdl have
anotice prominently printed on thefirst page or attached thereto sating in substance that the applicant shall
have the right to return the policy or certificate within thirty days of its ddivery and to have the premium
refunded if, after examination of the policy or certificate, other than a certificateissued pursuant to apolicy
issued to a group defined in paragraph (a) of subdivison (4) of subsection 2 of section 376.951, the
gpplicant is not satisfied for any reason.  This subsection shall also apply to denials of applications
and any refund must be made within thirty days of the return of denial.

376.957. 1. Anoutline of coverage shall be ddivered to a prospective applicant for long-term
care insurance at the time of initia solicitation through means which prominently direct the attentionof the
recipient to the document and its purpose.. The director shall prescribe a standard format, including style,
arrangement and overall appearance, and.the content of an outline of coverage. In the case of agent
solicitations, an agent shdl deliver the outline of coverage prior to the presentation of an [goplicant]
application or enrollment form. In the case of direct response solicitations, the outline of coverage shal
be presented in conjunction with any goplication or enrollment form. In the case of a policy issued to
a group defined in section 376.951, an outline of coverage shall not berequired to be delivered;
provided that the information described in subdivisons (1) to (6) of subsection 2 of this section
is contained in other materialsrelating to enrollment. Upon request, such other materials shall
be made available to the director-

2. Theoutline of coverage shdl include:

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

(2) A gatement of the principa exclusons, reductions, and limitations contained in the palicy;

(3) A gtatement of the terms under which the policy or certificate, or both, may be continued in
force or discontinued, including any reservation inthe palicy of aright to changethe premium. Continuation
or conversion provisons of group coverage shal be specifically described;



(4) A datement that the outline of coverage is a summary only, not a contract of insurance, and
that the policy or group master policy contains governing contractua provisons,

(5) A description of the terms under which the policy or certificate may be returned and premium
refunded; [and]

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

(7) A statement that disclosestothe policyholder or certificate holder whether the policy
is intended to be a federally tax-qualified long-term care insurance contract under Section
7702B(b) of the Internal Revenue Code of 1986, as amended.

3. A cetificate issued pursuant to a group long-term care insurance policy which policy is
delivered or issued for ddivery in this sate shdl include:

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

(2) A gatement of the principa exclusions, reductions and limitations contained in the policy; and

(3) A statement that the group master policy determines governing contractua provisions.

4. If an application for along-term careinsurance contract or certificateisapproved, the
issuer shall deliver the cantract or certificate of insurance to the applicant no later than thirty
days after the date of approval.

5. Atthetimeof policy ddivery, apolicy summary shdl be ddivered for anindividud lifeinsurance
policy which provides|ong-term care benefits within the policy or by rider. Inthe case of direct response
solicitations, the insurer shdl deliver the policy summary upon the applicant's request, but regardless of
request shal make such ddivery no later than a the time of policy ddivery. In addition to complying with
al goplicable requirements, the summary shdl adso include:

(1) Anexplanation of how thelong-term care benefit interactswith other componentsof thepolicy,
including deductions from degth benefits,

(2) Anillugration of the amount of benefits, the length of benefit, and the guaranteed lifetime
benefits, if any, for each covered person;

(3) Any exclusons, reductions and limitations on benefits of long-term care; [and)]

(4) A statement that any long-term care inflation protection option may be required by
the laws of this state isnot available under the policy; and

(5) If gpplicableto the palicy type, the stmmary shdl dso include:

(@ A disclosure of the effectsof exercigng other rights under the policy;

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

() Current and projected maximum lifetime benefits, and

(d) Theprovisonsof thepolicy summary listed in paragraphs(a) to (c) of thissubdivision
may beincorporated intoabasicillustration required to bedeliver ed in accor dancewith sections
375.1509, RSMo, or into the life insurance policy summary required to be delivered in



accor dance with section 376.706.

376.1121. If aclaim under along-term careinsurance contract isdenied, theissuer shall
within sixty days of the date of a written request by the policyholder or certificate holder or a
repr esentative ther eof:

(1) Provide awritten explanation of the reasonsfor the denial; and

(2) Makeavailableall information directly related to the denial.

376.1124. 1. For apolicy or certificatethat has been in force less than six months, an
insurer may rescind a long-term careinsurance policy or certificate, or deny an otherwisevalid
long-term care insurance claim upon a showing of misrepresentation that is material to the
acceptance for coverage.

2. For apolicy or certificatethat hasbeen in force for at least six months but less than
two years, an insurer may rescind a long-term care insurance policy or certificate, or deny an
otherwise valid long-term car einsurance claim upon a showing of misrepresentation that isboth
material totheacceptance of cover ageand which pertainstotheconditionsfor which benefitsare
sought.

3. After apalicy or certificate has been in for ce for two years, such policy or certificate
isnot contestable upon the grounds of misrepresentation alone. Such policy or certificate may
be contested only upon a showing that the insured knowingly and intentionally misrepresented
relevant factsrelating to theinsured's health.

4. Nolong-term careinsurancepolicy or certificate shall befield issued based on medical
or health status. For purposes of this subsection, " field issued" means a policy or certificate
issued by an agent or third-party administrator pur suant tothe underwriting authority granted to
the agent or third-party administrator by an insurer.

5. If aninsurer haspaid benefitsunder thelong-term careinsurancepolicy or certificate,
the benefit payments shall not be recovered by the insurer if such policy or certificate is
rescinded.

6. Intheevent of death of theinsured, thissection shall not apply totheremaining death
benefit of alifeinsurance policy that accelerates benefitsfor long-term care. In thisstuation,
the remaining death benefits under/ such palicies shall be governed by the contestability
provisions otherwiseapplicableinthepolicy tolifeinsurancebenefits. In all other situations, this
section shall apply to lifeinsurance policies that acceler ate benefitsfor long-term care.

376.1127. 1. Except as provided in subsection 2 of this section, a long-term care
insurance policy shall not bedelivered or issued for delivery in thisstate unlessthe policyholder
or certificate holder has been offered the option of purchasing a policy or certificateincluding a
nonforfeiture benefit. The offer of a nonforfeiture benefit may bein theform of arider that is
attachedtothepoalicy. If apolicyholder or certificateholder declinesthenonforfeiturebenfit, the



insurer shall provide a contingent benefit upon lapsethat will be availablefor a specified period
of timefollowing a substantial increasein premium rates.

2. When a group long-term care 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 a group long-term care insurance, as defined in section 376.951, other than to a
continuing care retirement community or other similar entity, the offering shall be madeto each
proposed certificate holder.

3. The director shall promulgate rules specifying the type or types of nonforfeiture
benefitsto beoffered aspart of long-term careinsurance policiesand cer tificates, the standards
for nonforfeiture benefits, and the rules regar ding contingent benefit upon lapse, including a
deter mination of the specified period of time during which a contingent benefit upon lapsewill be
available and thesubstantial premium rateincreasethat trigger sa contingent benefit upon lapse
asdescribed in subsection 1 of this section.

376.1130. 1. The director shall promulgate reasonable rules to promote premium
adequacy and to provide alternatives for the policyholder in the event of substantial rate
increases, and to establish minimum standar dsfor marketing practices, agent testing, penalties,
and reporting practicesfor long-term careinsurance.

2. Any ruleor portion of arule, asthat termisdefined in section 536.010, RSMo, that is
createdunder theauthority delegated in section 376.1121t0276.1130 shall becomeeffectiveonly
if it complieswith and issubject toall of theprovisonsof chapter 536, RSM o, and, if appplicable,
section 536.028, RSMo. Thissection and chapter 536, RSM o, ar e nonsever able and if any of
the power svested with the gener al assembly pur suant to chapter 536, RSMo, toreview, to delay
the effectivedate, or to disapproveand annul arulear e subsequently held unconstitutional, then
the grant of rulemaking authority and any rule proposed or adopted after August 28, 2002, shall
beinvalid and void.

379.080. 1. (1) Theamount of theminimum capita required of astock company towritethelines
of businessit proposesto transact or istransacting, or if the company isamutual company an amount equal
to the minimum capital required of astock company transacting the same classes of business, shdl beheld
in cash or invested in:

(& Treasury notes or bondsof the United States;

(b) Bonds of the state of Missouri;

(c) Bondsissued by any schoal digtrict of the state of Missouri;

(d) Bonds of any politica subdivison of this sate;

(2) Theremainder of the capitd, surplus or policyholders surplus of these companies and their
other assets may be invested, to the extent alowed by this or any other provision of law, in:

(@ Theinvestments authorized by subdivison (1) of subsection 1 of this section;



(b) Loanssafely secured by persond property collatera worth, at its cash market vaue, not less
than twenty percent in excess of the amount |oaned thereon,

(c) Stocks, bonds or evidences of indebtednessissued by corporations organized under the laws
of this state, or of the United States or of any other state;

(d) Bonds or other obligations issued by multinationa development banks in which the United
States is amember nation, including the African Development Bank;

(e) Bondsof any other state, or of any politica subdivision of any other ate;

() Mortgages or deeds of trust on unencumbered red estate in this or any other state worth not
less than twenty percent in excess of the amount loaned thereon;

(9) If acompany is authorized to do business in aforeign country or a possession of the United
States or has outstanding insurance or reinsurance contracts on riskslocated in aforeign country or United
States possession, the company may invest the remainder of itscapital and other assetsin securities, cash
or other investments payable in the currency of the foreign country or possession that are of subgantiadly
the same kinds and classes as those digible for investments under this subsection, provided that such
investments are made with the gpprova of the director. The aggregate amount of the foreign investments
and cash shdl not exceed the greater of ane and one-hdf timesthe amount of the company'sreservesand
other obligations under the contracts or the amount that the company is required by law to invest in the
foreign country or possession, and the aggregate amount of foreign investments and cash shall not exceed
five percent of the company'sadmitted assets. All foreigninvestmentsshal bereported to the director from
timeto time as he directs;

(h) Loans evidenced by bonds, notes or other evidences of indebtedness 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 Digtrict of Columbia, or by any agency, adminidtration, authority or insrumentality of any
of the politica units enumerated,

(i) Sharesof insured state-chartered building and loan associations and federal savings and loan

associations, if such shares are insured by the Federa Deposit Insurance Corporation;
() Investments permitted by section 99.550, RSMo;

(k) Dataprocessing equipment, automobiles, red estateand put or call optionsand financia futures
contracts to the extent alowed by this section and any other provision of law;

() Investmentsin subsdiariesto the extent alowed by section 382.020, RSMo;

(m) Any other investmentsnot described herein provided theaggregate amount of suchinvestments
shall not exceed eight percent of the admitted assets of the company;

(n) Any invesmentsin an investment pool meeting the requirements of section 379.083 and any
other provision of law relaing to investments made by individua property and casuaty companies, [and]

(o) Any other investments expresdy authorized in writing by the director of the department of
insurance; and



(P) Any investment in a Missouri tax credit certificate or partnership interest which
entitles the company to recelve Missouri tax credits that may be used as a credit against the
gross premium tax.

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.



