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INSURANCE LAW AMENDMENTS
1999 GENERAL SESSION
STATE OF UTAH
Sponsor: Gerry A. Adair
AN ACT RELATING TO INSURANCE; AMENDING DEFINITIONS; PERMITTING WAIVER
OR RETALIATORY REQUIREMENTS; PERMITTING THE DEPARTMENT TO OBTAIN
CRIMINAL BACKGROUND INFORMATION IN CERTAIN CIRCUMSTANCES,
AMENDING CERTAIN INVESTMENT LIMITATIONS, AMENDING LICENSE
CLASSIFICATIONS; AMENDING CONTINUING EDUCATION REQUIREMENTS;
PROVIDING SPECIAL REQUIREMENTS FOR THE VARIABLE ANNUITY LINE OF
AUTHORITY; ADDRESSING LICENSING FEES; CLARIFYING PROVISIONS FOR
AGENCY LICENSES; AMENDING PROVISIONS FOR A RECEIVER SEEKING
JUDGMENTS OR ORDERS; PROVIDING FOR IMMUNITY AND INDEMNIFICATION OF
RECEIVERS; ADDRESSING RECORDING OF AN ORDER FOR LIQUIDATION;
ADDRESSING SETOFFS; ADDRESSING FILING OF CLAIMS IN LIQUIDATION;
ADDRESSING DISPUTED CLAIMSIN LIQUIDATION; ADDRESSING RETROSPECTIVE
OPERATION OF PRIORITIES IN DISTRIBUTION OF AN INSURER'S ESTATE;
ADDRESSING SCOPE OF THE INDIVIDUAL AND SMALL EMPLOYER HEALTH
INSURANCE ACT; AMENDING PROVISIONS RELATED TO THE BAIL BOND SURETY
OVERSIGHT BOARD; AMENDING COMMISSIONER'S RESPONSIBILITIES UNDER BAIL
BOND ACT; ALLOWING THE COMMISSIONER TO PROHIBIT BAIL BOND ACTIVITIES
BY RULE; REENACTING RETROSPECTIVELY THE MEDICAL CARE SAVINGS
ACCOUNT ACT; AMENDING SUNSET PROVISIONS; ADDRESSING RETROSPECTIVE
OPERATION OF PRIORITIES IN DISTRIBUTION OF AN INSURERS ESTATE; PROVIDING
LEGISLATIVE INTENT; AND MAKING TECHNICAL CORRECTIONS.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:
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31A-1-104, as last amended by Chapter 329, Laws of Utah 1998

31A-1-105, as last amended by Chapter 305, Laws of Utah 1993

31A-1-301, aslast amended by Chapters 13 and 329, Laws of Utah 1998

31A-2-308, as last amended by Chapter 293, Laws of Utah 1998

31A-3-401, as last amended by Chapter 95, Laws of Utah 1987

31A-4-106, as last amended by Chapter 227, Laws of Utah 1997

31A-5-102, as last amended by Chapter 20, Laws of Utah 1995

31A-5-218, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-16-103, as last amended by Chapters 4 and 305, Laws of Utah 1993

31A-16-111, aslast amended by Chapter 258, Laws of Utah 1992

31A-17-201, aslast amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-202, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-17-609, as last amended by Chapter 185, Laws of Utah 1997

31A-18-106, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-18-108, aslast amended by Chapter 185, Laws of Utah 1997

31A-23-102, as last amended by Chapters 293 and 329, Laws of Utah 1998
31A-23-203, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-23-204, as last amended by Chapters 293 and 329, Laws of Utah 1998
31A-23-206, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-23-212, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-23-215, aslast amended by Chapter 329, Laws of Utah 1998

31A-23-405, as enacted by Chapter 242, Laws of Utah 1985

31A-26-204, as enacted by Chapter 242, Laws of Utah 1985

31A-26-206, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-27-102, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-27-104, as enacted by Chapter 242, Laws of Utah 1985

31A-27-307, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-27-310, as enacted by Chapter 242, Laws of Utah 1985

31A-27-323, as last amended by Chapter 9, Laws of Utah 1996, Second Special Session
31A-27-328, as last amended by Chapter 344, Laws of Utah 1995

31A-27-332, as last amended by Chapter 185, Laws of Utah 1997
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31A-27-335, as last amended by Chapter 344, Laws of Utah 1995
31A-30-104, as last amended by Chapter 265, Laws of Utah 1997
31A-35-201, as enacted by Chapter 293, Laws of Utah 1998
31A-35-202, as enacted by Chapter 293, Laws of Utah 1998
31A-35-301, as enacted by Chapter 293, Laws of Utah 1998
31A-35-701, as enacted by Chapter 293, Laws of Utah 1998
49-5-301, as last amended by Chapter 101, Laws of Utah 1993
59-9-105, as last amended by Chapter 305, Laws of Utah 1993
59-10-114, aslast amended by Chapter 56, Laws of Utah 1997
63-55-231, as last amended by Chapter 36, Laws of Utah 1998

ENACTS:

31A-27-110, Utah Code Annotated 1953

31A-23-211.7, Utah Code Annotated 1953
31A-32a-101, Utah Code Annotated 1953
31A-32a-102, Utah Code Annotated 1953
31A-32a-103, Utah Code Annotated 1953
31A-32a-104, Utah Code Annotated 1953
31A-32a-105, Utah Code Annotated 1953
31A-32a-106, Utah Code Annotated 1953
31A-32a-107, Utah Code Annotated 1953

REPEALS:

31A-23-306, as enacted by Chapter 242, Laws of Utah 1985
31A-25-101, aslast amended by Chapter 344, Laws of Utah 1995

This act enacts uncodified material.
Be it enacted by the Legidlature of the state of Utah:

or

Section 1. Section 31A-1-104 is amended to read:
31A-1-104. Authorization to do insurance business.

A person may not engage in the following without complying with thistitle:

H.B. 270

(1) do aninsurance business as defined under [Subsection] Section 31A-1-301 [(44)];
(2) act as an insurance agent, broker, or consultant as defined under Section 31A-1-301;
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(3 engage in insurance adjusting as defined under Section 31A-26-102.

Section 2. Section 31A-1-105 is amended to read:

31A-1-105. Presumption of jurisdiction.

(1) Any insurer, including the Workers Compensation Fund of Utah, that provides
coverage of aresident of this state, property located in this state, or a business activity conducted
in this state, or that engages in any activity described in Subsections 31A-15-102(2)(a) through (h),
is

(@) doing aninsurance businessin this state; and [ts]

(b) subject to the jurisdiction of the insurance commissioner and the courts of this state
under Sections 31A-2-309 and 31A-2-310 to the extent of that coverage or activity.

(2) Any person doing or purporting to do an insurance business in this state as defined in
[Subsection] Section 31A-1-301 [(44)] is subject to the jurisdiction of the insurance commissioner
and thistitle, unless the insurer can establish that the exemptions of Section 31A-1-103 apply.

(3) Thissection does not limit the jurisdiction of the courts of this state under other
applicable law.

Section 3. Section 31A-1-301 is amended to read:

31A-1-301. Definitions.

Asused in thistitle, unless otherwise specified:

[(0-5)] (1) "Administrator is defined in Subsection [(77)] (90).

[(D)] (2) "Adult" means anatura person who has attained the age of at least 18 years.

[€2)] (3) "Affiliate" means any person who controls, is controlled by, or is under common
control with, another person. A corporation is an affiliate of another corporation, regardless of
ownership, if substantially the same group of natural persons manages the corporations.

[€3)] (4) "Alieninsurer" means an insurer domiciled outside the United States.

[(4)] (5) [“Annuities'] "Annuity” means [al-agreements] an agreement to make periodical
payments for a period certain or over the lifetime of one or more natural personsif the making or
continuance of al or some of the series of the payments, or the amount of the payment, is
dependent upon the continuance of human life.

[(5)] (6) "Articles’ or "articles of incorporation” means the original articles, specia laws,
charters, amendments, restated articles, articles of merger or consolidation, trust instruments, and
other constitutive documents for trusts and other entities that are not corporations, and
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amendments to any of these. [Re

[(6)] (7) "Bail bond insurance" means a guarantee that a person will attend court when
required, or will obey the orders or judgment of the court, as a condition to the release of that
person from confinement.

[7)] (8) "Binder" is defined in Section 31A-21-102.

[€8)] (9) "Board,” "board of trustees," or "board of directors’ means the group of persons
with responsibility over, or management of, a corporation, however designated. [Refer-alsoto

[€9)] (10) "Business of insurance" is defined in Subsection [(44)] (53).

[(10)] (11) "Business plan” means the information required to be supplied to the
commissioner under Subsections 31A-5-204(2)(i) and (j), including the information required when
these subsections are applicable by reference under:

(a) Section 31A-7-201[;];

(b) Section 31A-8-205[;]; or

(c) Subsection 31A-9-205(2).

[(11)] (12) "Bylaws" means the rules adopted for the regulation or management of a
corporation's affairs, however designated[-—tt] and includes comparable rules for trusts and other
entities that are not corporations. [Refer-alsotoartictesand-Section-31A=5-203(]

[(12)] (13) "Casudlty insurance" means liability insurance as defined in Subsection [(50)]

(59).
[(13)] (14) "Certificate" means the evidence of insurance given to an insured under a group
policy.

[(14)] (15) "Certificate of authority” isincluded within the term "license.”

[(14:5)] (16) "Claim," unless the context otherwise requires, means a request or demand
on an insurer for payment of benefits according to the terms of an insurance policy.

[(14:6)] (17) "Clams-made coverage' means [any] an insurance contract or provision
limiting coverage under a policy insuring against legal liability to claimsthat are first made against
the insured while the policy isin force.

[(15)] (18) (a) "Commissioner™ or "commissioner of insurance” means Utah's insurance
commissioner.

(b) [Where] When appropriate, [these] the terms listed in Subsection (18)(a) apply to the




152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182

H.B. 270 02-02-99 9:10 AM

equivaent supervisory official of another jurisdiction.

[(16)] (19) (a) "Contral," "controlling," "controlled,” or "under common control" means
the direct or indirect possession of the power to direct or cause the direction of the management
and policies of aperson. This control may be:

(i) by contract[;];

(i) by common management[;];

(iii) through the ownership of voting securities[;]; or

(iv) [otherwise] by a means other than those described in Subsections (19)(a)(i) through

(b) Thereisno presumption that an individual holding an official position with another
person controls that person solely by reason of the position.

(c) A person having a contract or arrangement giving control is considered to have control
despite the illegality or invalidity of the contract or arrangement.

(d) Thereisarebuttable presumption of control in a person who directly or indirectly
owns, controls, holds with the power to vote, or holds proxies to vote 10% or more of the voting
securities of another person. [Refer-alsotoaffitiatein-thissection:]

[€17)] (20) (@) "Corporation" means insurance corporation, except [where] when referring
to:

(i) acorporation doing business as an insurance broker, consultant, or adjuster under:

(A) Chapter 23, Insurance Marketing - Licensing Agents, Brokers [and], Consultants, and

Reinsurance Intermediarieq;]; and

Holding Companieq

(b) "Stock corporation” means stock insurance corporation.

(c) "Mutua" or "mutual corporation” means a mutual insurance corporation.

[(18)] (21) "Credit disability insurance" means insurance on a debtor to provide indemnity
for payments coming due on a specific loan or other credit transaction while the debtor is disabled.
[Refer-alsoto-Subsection-31A=22-802(1) ]

[(19)] (22) "Credit insurance" means surety insurance under which mortgagees and other
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creditors are indemnified against losses caused by the default of debtors.

[(20)] (23) "Credit life insurance" means insurance on the life of a debtor in connection
with aloan or other credit transaction. [Refer-alsoto-Subsection-31A=-22-802(2)]

[(21)] (24) "Creditor" means a person, including an insured, having any claim, whether:

(a) matured[;];

(b) unmatured[;];

(©) liquidated[;];

(d) unliquidated[;]:

(€) secured[;];

(f) unsecured[;]:

(q) absolutef;]:

(h) fixed[;]; or

(i) contingent.

(25) (a) "Customer service representative" means a person that provides insurance services

and insurance product information:

(i) for its agent, broker, or consultant employer; and

(ii) toits employer's customer, client, or organization.

(b) A customer service representative may only operate within the scope of authority of

its agent, broker, or consultant employer.

[€22)] (26) "Deemer clause" means a provision under this title under which upon the
occurrence of a condition precedent, the commissioner is deemed to have taken a specific action.
If the statute so provides, the condition precedent may be the commissioner's failure to take a
specific action. [Refer-alsoto-Section31A-2-302/]

[(23)] (27) "Degree of relationship” means the number of steps between two persons
determined by counting the generations separating one person from a common ancestor and then
counting the generations to the other person.

[€24)] (28) "Department” means the Insurance Department.

[€25)] (29) "Director" means a member of the board of directors of a corporation.

[€26)] (30) "Disability insurance" means insurance written to:

(@) indemnify for losses and expenses resulting from accident or sicknesg[;t6];

(b) provide payments to replace income lost from accident or sickness[;]: and [to]
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(c) pay for services resulting directly from accident or sickness, including medical,
surgical, hospital, and other ancillary expenses.

[(27)] (31) "Domestic insurer" means an insurer organized under the laws of this state.

[€28)] (32) "Domiciliary state" means the state in which an insurer;

(a) isincorporated [of];

(b) isorganized; or[;]

(c) inthe case of an alien insurer, [the state of entry] entersinto the United States.

[€29)] (33) "Employee benefits’ means one or more benefits or services provided
employees or their dependents.

[€30)] (34) (a) "Employee welfare fund" means afund:

(i) established or maintained, whether directly or through trustees, by:

(A) one or more employerd[;]:

(B) one or more labor organizationg];]; or
(C) acombination of employers and labor organizationg[; whether-directty-or-through
trustees—hisfundistoprovide]; and

(i) that provides employee benefits paid or contracted to be paid, other than income from

investments of the fund, by or on behalf of an employer doing businessin this state or for the
benefit of any person employed in this state. [H]
(b) "Employee welfare fund” includes [ptans] a plan funded or subsidized by user fees or

tax revenues.

[€31)] (35) "Excludes' isnot exhaustive and does not mean that other things are not also
excluded. Theitemslisted are representative examples for use in interpretation of thistitle.

[(31:5)] (36) "Fidelity insurance” means insurance guaranteeing the fidelity of persons
holding positions of public or private trust.

[(3L7)] (37) "First party insurance" means an insurance policy or contract in which the
insurer agrees to pay claims submitted to it by the insured for the insured's losses.

[(32)] (38) "Foreign insurer" means an insurer domiciled outside of this state, including
an alien insurer.

[€33)] (39) (a) "Form™" means apolicy, certificate, or application prepared for general use.
[t]

(b) "Form" does not include [ene] a document specially prepared for use in an individual
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case. [Referdasoto"poticy"inthissection:]

[€34)] (40) "Franchiseinsurance' meansindividua insurance policies provided through
amass marketing arrangement involving a defined class of persons related in some way other than
through the purchase of insurance.

[€35)] (41) (a) "Hedth careinsurance’ or "health insurance” means disability insurance
providing benefits solely of medical, surgical, hospital, or other ancillary services or payment of
medical, surgical, hospital, or other ancillary expenses incurred.

(b) "Hedlth careinsurance” or "health insurance” does not include disability insurance
providing benefits for:

[(&)] (i) replacement of income;

[(b)] (ii) short-term accident;

[c)] (iii) fixed indemnity;

[€eh] (iv) credit disability;

[(e)] (v) supplementsto liability;

[€F)] (vi) workers compensation;

[(g)] (vi) automobile medical payment;

[(h)] (viii) no-fault automobile;

[(D] (ix) equivalent self-insurance; or

[()] (xX) any type of disability insurance coverage that is a part of or attached to another
type of policy.

[(35:5)] (42) "Indemnity" means the payment of an amount to offset all or part of an
insured loss.

[€36)] (43) "Independent adjuster” means an insurance adjuster required to be licensed
under Section 31A-26-201 who engages in insurance adjusting as a representative of insurers.
[Refer-alsoto-Section-31A-26-102']

[(37)] (44) "Independently procured insurance' means insurance procured under Section
31A-15-104.

[€375)] (45) "Individual" means a natural person.

[€38)] (46) "Inland marine insurance” includes insurance covering:

(@) property intransit on or over land;

(b) property in transit over water by means other than boat or ship;
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(c) baileeliability;

(d) fixed transportation property such as bridges, electric transmission systems, radio and
television transmission towers and tunnels; and

(e) personal and commercia property floaters.

[(39)] (47) "Insolvency" means that:

(8 aninsurer is unable to pay its debts or meet its obligations as they mature;

(b) aninsurer'stotal adjusted capita isless than the insurer's mandatory control level RBC
under Subsection 31A-17-601(7)(c); or

(c) aninsurer is determined to be hazardous under thistitle.

[(40)] (48) (a) "Insurance" means [any]:

(i) an arrangement, contract, or plan for the transfer of arisk or risks from one or more
persons to one or more other persong[;]; or [any]

(ii) an arrangement, contract, or plan for the distribution of arisk or risks among a group
of persons that includes the person seeking to distribute [hig] that person's risk.

(b) "Insurance" includes:

[(a)] (i) risk distributing arrangements providing for compensation or replacement for
damages or loss through the provision of services or benefitsin kind;

[(b)] (ii) contracts of guaranty or suretyship entered into by the guarantor or surety as a
business and not as merely incidental to a business transaction; and

[(e)] (iii) plansin which the risk does not rest upon the person who makes the
arrangements, but with a class of persons who have agreed to share it.

[(41)] (49) "Insurance adjuster" means a person who directs the investigation, negotiation,
or settlement of a claim under an insurance policy other than life insurance or an annuity, on behalf
of an insurer, policyholder, or aclaimant under an insurance policy. [Refer-atsoto-Section
31A=-26-102]

[(41:5)] (50) "Interinsurance exchange' is defined in Subsection [(69)] (81).

[(42)] (51) Except as provided in Subsection 31A-23-102(2), "insurance agent” or
"agent" means a person who represents insurers in soliciting, negotiating, or placing insurance.

Otions to definition:]
[(43)] (52) Except as provided in Subsection 31A-23-102(2), "insurance broker" or
"broker" means a person who acts in procuring insurance on behalf of an applicant for insurance
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or an insured[;]: and

(b) does not act on behalf of the insurer except by collecting premiums or performing other
ministerial acts. [Referto-Subsection-31A=23-10 or-exceptions to-this definition:]

[(44)] (53) "Insurance business' or "business of insurance” includes:

() providing health care insurance, as defined in Subsection [(35)] (41), by organizations
that are or should be licensed under thistitle;

(b) providing benefits to employees in the event of contingencies not within the control
of the employees, in which the employees are entitled to the benefits as aright, which benefits may
be provided either:

(i) by single employers or by multiple employer groups; or

(ii) through trusts, associations, or other entities;

(c) providing annuities, including those issued in return for gifts, except those provided
by persons specified in Subsections 31A-22-1305(2) and (3);

(d) providing the characteristic services of motor clubs as outlined in Subsection [(56)]
(65);

(e) providing other persons with insurance as defined in Subsection [(40)] (48);

(f) making as insurer, guarantor, or surety, or proposing to make as insurer, guarantor, or
surety, any contract or policy of title insurance;

(g) transacting or proposing to transact any phase of title insurance, including solicitation,
negotiation preliminary to execution, execution of a contract of title insurance, insuring, and
transacting matters subsequent to the execution of the contract and arising out of it, including
reinsurance; and

(h) doing, or proposing to do, any business in substance equivalent to Subsections [(44)]
(53)(a) through (g) in amanner designed to evade the provisions of thistitle.

[(45)] (54) Except as provided in Subsection 31A-23-102(2), "insurance consultant” or
"consultant” means a person who:

(a) advises other persons about insurance needs and coverages[;].

(b) iscompensated by the person advised on a basis not directly related to the insurance
placed[;]; and

(c) isnot compensated directly or indirectly by an insurer, agent, or broker for advice

given. [Referto-Subsection31A-23-10 or-exceptions to-thisdefinition:]
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[(46)] (55) "Insurance holding company system” means a group of two or more affiliated
persons, at least one of whom is an insurer.

[(47)] (56) (&) "Insured" means a person to whom or for whose benefit an insurer makes
apromisein an insurance policy[-—Theterm] and includes:

(i) policyholderd;];

(ii) subscriberd;];

iii) memberg;]; and

(iv) beneficiaries. [This]

(b) The definition in Subsection (56)(a) applies only to [the provisionsof] thistitle and
does not define the meaning of this word as used in insurance policies or certificates.

[(48)] (57) (&) (i) "Insurer" means any person doing an insurance business as a principal;]
including:

(A) fraterna benefit societied[;]:

(B) issuersof gift annuities other than those specified in Subsections 31A-22-1305(2) and
Q)L

(C) motor clubg[;]:

(D) employee welfare plang;]: and

(E) any person purporting or intending to do an insurance business as a principal on [hig]
that person’'s own account. [H]

(i) "Insurer" does not include a governmental entity, as defined in Section 63-30-2, to the
extent it is engaged in the activities described in Section 31A-12-107.

(b) "Admitted insurer” is defined in Subsection [(80)] (94)(b).

(o) "Alieninsurer" is defined in Subsection [(3)] (4).

(d) "Authorized insurer” is defined in Subsection [(80)] (94)(b).

(e) "Domestic insurer” is defined in Subsection [(27)] (31).

(f) "Foreigninsurer" is defined in Subsection [(32)] (38).

(9) "Nonadmitted insurer” is defined in Subsection [(86)] (94)(a).

(h) "Unauthorized insurer” is defined in Subsection [(80)] (94)(a).

[(49)] (58) (a) Except as provided in Section 31A-1-103, "legal expense insurance’ means
insurance written to indemnify or pay for specified legal expenses. [H]

(b) "Legal expenseinsurance” includes arrangements that create reasonabl e expectations
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of enforceable rights, but it does not include the provision of, or reimbursement for, legal services
incidental to other insurance coverages. [Referto-Section-31A-1-103for-atist of exemptions]

[(50)] (59) (@) "Liability insurance" meansinsurance against liability:

(i) for death, injury, or disability of any human being, or for damage to property, exclusive
of the coverages under:

(A) Subsection [{53)] (62) for medical malpractice insurance[;];

(B) Subsection [(66)] (77) for professional liability insurancel;]; and

(C) Subsection [(83)] (97) for workers compensation insurance;

(i) for medical, hospital, surgical, and funeral benefits to persons other than the insured
who are injured, irrespective of lega liability of the insured, when issued with or supplemental to
insurance against lega liability for the death, injury, or disability of human beings, exclusive of
the coverages under:

(A) Subsection [{53)] (62) for medical malpractice insurance[;];

(B) Subsection [(66)] (77) for professional liability insurancel;]; and

(C) Subsection [(83)] (97) for workers compensation insurance;

(i) for loss or damage to property resulting from accidents to or explosions of boilers,
pipes, pressure containers, machinery, or apparatus,

(iv) for lossor damage to any property caused by the breakage or leakage of sprinklers,
water pipes and containers, or by water entering through leaks or openings in buildings; or

(v) for other loss or damage properly the subject of insurance not within any other kind
or kinds of insurance as defined in this chapter, if such insurance is not contrary to law or public
policy.

(b) "Liability insurance" includes.

(i) vehicle liability insurance as defined in Subsection [(81);] (95);

(ii) resdential dwelling liability insurance as defined in Subsection [(70:3);] (83); and [also
nctudes]

(iii) making inspection of, and issuing certificates of ingpection upon, elevators, boilers,
machinery, and apparatus of any kind when done in connection with insurance on them.

[(51)] (60) "License" means the authorization issued by the insurance commissioner under
thistitle to engage in some activity that is part of or related to the insurance business. It includes
certificates of authority issued to insurers.



400
401
402
403
404
405
406
407
408
409
410
411
412
413
414
415
416
417
418
419
420
421
422
423
424
425
426
427
428
429
430

H.B. 270 02-02-99 9:10 AM

[€(52)] (61) (@) "Lifeinsurance’ meansinsurance on human lives and insurances pertaining
to or connected with human life.

(b) The business of life insurance includes:

(i) granting annuity benefitd[;];

(ii) granting endowment benefitg;]:

(iii) granting additional benefitsin the event of death by accident or accidental meand[;];

(iv) granting additional benefits in the event of the total and permanent disability of the
insured[;]: and

(v) providing optional methods of settlement of proceeds.

[(53)] (62) "Medicad malpractice insurance’ means insurance againgt legal liability
incident to the practice and provision of medical services other than the practice and provision of
dental services.

[(54)] (63) "Member" means a person having membership rights in an insurance
corporation. [Refer-asoto"insured"in Subsection(47)]

[(55)] (64) "Minimum capital” or "minimum required capital" means the capital that must

[€56)] (65) "Motor club" means a person.

(a) licensed under:

(i) Chapter 5, Domestic Stock and Mutual Insurance Corporationd;];
(ii) Chapter 11, Motor Clubg[;]; or

(iii) Chapter 14, Foreign Insurerg[;]; and

(b) that promisesfor an advance consideration to provide for a stated period of time:
(i) legal services under Subsection 31A-11-102(1)(b)[5]:

(ii) bail services under Subsection 31A-11-102(1)(c)[;]._or

(iii) trip reimbursement, towing services, emergency road services, stolen automobile

services, a combination of these services, or any other services given in Subsections
31A-11-102(1)(b) through (f) [for-astatedperiod-of time].

[(57)] (66) "Mutua" means mutual insurance corporation.

[(57:5)] (67) "Nonparticipating" means a plan of insurance under which the insured is not
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entitled to receive dividends representing shares of the surplus of the insurer.

[{58)] (68) "Ocean marine insurance" means insurance against loss of or damage to:

(@ shipsor hulls of ships;

(b) goods, freight, cargoes, merchandise, effects, disbursements, profits, moneys,
securities, choses in action, evidences of debt, valuable papers, bottomry, respondentia interests,
or other cargoes in or awaiting transit over the oceans or inland waterways,

(c) earnings such as freight, passage money, commissions, or profits derived from
transporting goods or people upon or across the oceans or inland waterways; or

(d) avessdl owner or operator as aresult of liability to employees, passengers, bailors,
owners of other vessels, owners of fixed objects, customs or other authorities, or other personsin
connection with maritime activity.

[€59)] (69) "Order" means an order of the commissioner.

[(59:5)] (70) "Participating”" means a plan of insurance under which the insured is entitled
to receive dividends representing shares of the surplus of the insurer.

[(60)] (71) "Person" includes an individual, partnership, corporation, incorporated or
unincorporated association, joint stock company, trust, reciprocal, syndicate, or any similar entity
or combination of entities acting in concert.

[(61)] (72) (a) (i) "Policy” means any document, including attached endorsements and
riders, purporting to be an enforceable contract, which memorializesin writing some or al of the
terms of an insurance contract. [Servicecontracts)

(i1) "Policy" includes a service contract issued by [motor-ctubs]:

(A) amotor club under Chapter 11, Motor Clubg[;]; and [bycorporations]

(B) acorporation licensed under:

(1) Chapter 7, Nonprofit Health Service Insurance Corporationg[;]; or

(11) Chapter 8, Hedlth Maintenance Organizations and Limited Health Plang[;-arepeticies-
Al.

(iii) "Policy" does not include:

(A) acertificate under a group insurance contract [ishet-apeticy.—A]; or

(B) adocument [whieh] that does not purport to have legal effect [isnhot-apeticy].

(b) "Group insurance policy” means a policy covering a group of personsthat isissued to

apolicyholder on behalf of the group, for the benefit of group members who are selected under
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procedures defined in the policy or in agreements which are collateral to the policy. This type of
policy may[; butisnetregquired-to;] include members of the policyholder's family or dependents.

(c) "Blanket insurance policy” means a group policy covering classes of persons without
individual underwriting, where the persons insured are determined by definition of the class with
or without designating the persons covered.

[(62)] (73) "Policyholder" means the person who controls a policy, binder, or oral contract
by ownership, premium payment, or otherwise. [Refer-atsoto"insured"th-Subsection{47)-]

[€63)] (74) (&) "Premium" means the monetary consideration for an insurance policy, and
includes assessments, membership fees, required contributions, or monetary consideration,
however designated.

(b) Consideration paid to third party administrators for their servicesis not "premium,”
though amounts paid by third party administrators to insurers for insurance on the risks
administered by the third party administrators are "premium."

[(64)] (75) "Principal officers’ of acorporation means the officers designated under
Subsection 31A-5-203(3).

[(65)] (76) "Proceedings' includes actions and special statutory proceedings.

[(66)] (77) "Professional liability insurance" means insurance against lega liability
incident to the practice of a profession and provision of any professional services.

[(67)] (78) "Property insurance" means insurance against loss or damage to real or persona
property of every kind and any interest in that property, from all hazards or causes, and against loss
consequentia upon the loss or damage including vehicle comprehensive and vehicle physica
damage coverages, but excluding inland marine insurance and ocean marine insurance as defined
under Subsections [(38)] (46) and [{58)] (68).

[(67-5)] (79) (@) "Public agency insurance mutual" means any entity formed by joint
venture or interlocal cooperation agreement by two or more political subdivisions or public
agencies of the state for the purpose of providing insurance coverage for the political subdivisions
or public agencies.

(b) Any public agency insurance mutual created under thistitle and Title 11, Chapter 13,
Interlocal Cooperation Act, is considered to be a governmental entity and political subdivision of
the state with al of the rights, privileges, and immunities of a governmental entity or political
subdivision of the state.
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493 [€68)] (80) (&) Except as provided in Subsection [(68)] (80)(b), "rate service organization”
494  means any person who assists insurers in rate making or filing by:

495 (i) collecting, compiling, and furnishing loss or expense statistics;

496 (i) recommending, making, or filing rates or supplementary rate information; or

497 (iii) advising about rate questions, except as an attorney giving lega advice. [Referaso
498  to-Subsection-31A=19-102(2)]

499 (b) "Rate service organization™ does not mean:

500 (i) an employee of aninsurer[;]:

501 (ii) asingleinsurer or group of insurers under common control[;]:

502 (iii) ajoint underwriting group[;]; or

503 (iv) anatural person serving as an actuarial or legal consultant.

504 [(69)] (81) "Reciprocal" or "interinsurance exchange" means any unincorporated

505 association of persons:

506 (@) operating through an attorney-in-fact common to al of them; and

507 (b) exchanging insurance contracts with one another that provide insurance coverage on
508 each other.

509 [(70)] (82) "Reinsurance" means an insurance transaction where an insurer, for

510 consideration, transfers any portion of the risk it has assumed to another insurer. Inreferring to
511 reinsurance transactions, this title sometimes refersto:

512 (a) theinsurer transferring the risk as the "ceding insurer[;]"; and [to]

513 (b) theinsurer assuming therisk asthe:

514 (i) "assuming insurer”; or [the]

515 (ii) "assuming reinsurer."

516 [(70:3)] (83) "Residentia dwelling liability insurance" means insurance against liability

517  resulting from or incident to the ownership, maintenance, or use of aresidential dwelling that is
518 adetached single family residence or multifamily residence up to four units.

519 [(71)] (84) "Retrocession” means reinsurance with another insurer of aliability assumed
520 under areinsurance contract. A reinsurer "retrocedes’ when it reinsures with another insurer part
521  of aliability assumed under a reinsurance contract.

522 [(72)] (85) (@) "Security" meansany:

523 (i) note;
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524 (i) stock;

525 (iii) bond;

526 (iv) debenture;

527 (v) evidence of indebtedness;

528 (vi) certificate of interest or participation in any profit-sharing agreement;
529 (vii) collateral-trust certificate;

530 (viii) preorganization certificate or subscription;

531 (ix) transferable share;

532 (x) investment contract;

533 (xi) voting trust certificate;

534 (xii) certificate of deposit for a security;

535 (xiii) certificate of interest of participation in an oil, gas, or mining title or lease or in

536 payments out of production under such atitle or lease;

537 (xiv) commaodity contract or commodity option;

538 (xv) any certificate of interest or participation in, temporary or interim certificate for,
539 receipt for, guarantee of, or warrant or right to subscribe to or purchase any of the items|listed in
540  Subsections [(72)] (85)()(i) through (xiv); or

541 (xvi) any other interest or instrument commonly known as a security.
542 (b) "Security" does not include:
543 (i) any insurance or endowment policy or annuity contract under which an insurance

544  company promises to pay money in a specific lump sum or periodically for life or some other
545  gspecified period; or

546 (it) aburia certificate or buria contract.
547 [73)] (86) "Sdf-insurance" means any arrangement under which a person provides for

548  spreading its own risks by a systematic plan.
549 () Except as provided in this [subsection] Subsection (86), self-insurance does not include
550 anarrangement under which a number of persons spread their risks among themselves.

551 (b) Self-insurance does include an arrangement by which a governmental entity, as defined
552  in Section 63-30-2, undertakes to indemnify its employees for liability arising out of the

553  employees employment.

554 (c) Sdf-insurance does include an arrangement by which a person with a managed
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program of self-insurance and risk management undertakes to indemnify its affiliates, subsidiaries,
directors, officers, or employees for liability or risk which is related to the relationship or
employment.

(d) Sdf-insurance does not include any arrangement with independent contractors.

[(74)] (87) (&) "Subsidiary" of a person means an affiliate controlled by that person either
directly or indirectly through one or more affiliates or intermediaries.

(b) "Wholly owned subsidiary” of aperson isasubsidiary of which al of the voting shares
are owned by that person either alone or with its affiliates, except for the minimum number of
shares the law of the subsidiary's domicile requires to be owned by directors or others.

[(75)] (88) Subject to Subsection [(40)] (48)(b), "surety insurance" includes:

() aguarantee against loss or damage resulting from failure of principals to pay or
perform their obligations to a creditor or other obligee;

(b) bail bond insurance; and

(c) fiddity insurance.

[76)] (89) (@) "Surplus' means the excess of assets over the sum of paid-in capital and
liabilities.

(b) (1) "Permanent surplus’ means the surplus of a mutual insurer that has been designated
by the insurer as permanent.

(ii) Sections 31A-5-211, 31A-7-201, 31A-8-209, 31A-9-209, and 31A-14-209 require that
mutuals doing business in this state maintain specified minimum levels of permanent surplus.

(iii) Except for assessable mutuals, the minimum permanent surplus requirement is
essentially the same as the minimum required capital requirement that applies to stock insurers.
[Refer-alsoto-Subse i itah"]

(c) "Excesssurplus’ means.

(i) for lifeor disability insurers, as defined in Subsection 31A-17-601(3), and property and
casualty insurers, as defined in Subsection 31A-17-601(4), the lesser of:

(A) that amount of an insurer's total adjusted capital, as defined in Subsection [(78:5)]
(92), that exceeds the product of 2.5 and the sum of the insurer's minimum capital or permanent
surplus required under Section 31A-5-211, 31A-9-209, or 31A-14-205; or

(B) that amount of an insurer's total adjusted capital, as defined in Subsection [{78:5)] (92),
that exceeds the product of 3.0 and the authorized control level RBC as defined in Subsection
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31A-17-601(7)(a); and

(i) for monoline mortgage guaranty insurers, financial guaranty insurers, and title insurers,
that amount of an insurer's paid-in-capital and surplus that exceeds the product of 1.5 and the
insurer's total adjusted capital required by Subsection 31A-17-609(1).

[(77)] (90) "Third party administrator" or "administrator" means any person who collects
charges or premiums from, or who, for consideration, adjusts or settles claims of residents of the
state in connection with [tife-or-disabitity] insurance coverage, annuities, or service insurance
coverage, except:

(& aunion on behalf of its members;

(b) aperson exempt as atrust under Section 514 of the federal Employee Retirement
Income Security Act of 1974;

() anemployer on behalf of [his] the employer's employees or the employees of one or
more of the subsidiary or affiliated corporations of the employer;

(d) aninsurer licensed under Chapter 5, 7, 8, 9, or 14, but only with respect to insurance
issued by the insurer; or

(e) aperson licensed or exempt from licensing under Chapter 23 or 26 whose activities are
limited to those authorized under the license the person holds or for which the person is exempt.
[Refer-alsoto-Section-31A-25-101]

[(78)] (91) "Title insurance" means the insuring, guaranteeing, or indemnifying of owners
of real or personal property or the holders of liens or encumbrances on that property, or others
interested in the property against loss or damage suffered by reason of liens or encumbrances upon,
defectsin, or the unmarketability of the title to the property, or invalidity or unenforceability of any
liens or encumbrances on the property.

[(78:5)] (92) "Tota adjusted capital" means the sum of an insurer's statutory capital and
surplus as determined in accordance with:

(a) the statutory accounting applicable to the annual financia statements required to be
filed under Section 31A-4-113; and

(b) any other items provided by the RBC instructions, as RBC instructions is defined in
Subsection 31A-17-601(6).

[(79)] (93) (&) "Trustee" means "director" when referring to the board of directors of a
corporation.
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(b) "Trustee," when used in reference to an employee welfare fund, means an individual,
firm, association, organization, joint stock company, or corporation, whether acting individually
or jointly and whether designated by that name or any other, that is charged with or has the overall
management of an employee welfare fund.

[(80)] (94) (a) "Unauthorized insurer,” "unadmitted insurer," or "nonadmitted insurer”
means an insurer;

(i) not holding avalid certificate of authority to do an insurance businessin this statef;];
or [aninsdrer]

(ii) transacting business not authorized by avalid certificate.

(b) "Admitted insurer” or "authorized insurer" means an insurer:

(i) holding avalid certificate of authority to do an insurance businessin this state; and

(i) transacting business as authorized by avalid certificate.

[(81)] (95) "Vehicleliability insurance" means insurance against liability resulting from
or incident to ownership, maintenance, or use of any land vehicle or aircraft, exclusive of vehicle
comprehensive and vehicle physical damage coverages under Subsection [(67)] (78).

[(82)] (96) "Voting security" means a security with voting rights, and includes any security
convertible into a security with a voting right associated with it.

[(83)] (97) "Workers compensation insurance" means:

(& insurance for indemnification of employers against liability for compensation based

() [basedupon] compensable accidental injuries; and

(i) [based-en] occupationa disease disability;

(b) employer's liability insurance incidental to workers compensation insurance and
written in connection with it; and

(c) insurance assuring to the persons entitled to workers compensation benefits the
compensation provided by law.

Section 4. Section 31A-2-308 is amended to read:

31A-2-308. Enforcement penalties and procedures.

(2) (& A person who violates any insurance statute or rule or any order issued under
Subsection 31A-2-201(4) shall forfeit to the state twice the amount of any profit gained from the
violation, in addition to any other forfeiture or penalty imposed.
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(b) (i) The commissioner may order an individual agent, broker, adjuster, or insurance
consultant who violates an insurance statute or rule to forfeit to the state not more than $2,500 for
each violation.

(i) The commissioner may order any other person who violates an insurance statute or rule
to forfeit to the state not more than $5,000 for each violation.

(c) (i) Thecommissioner may order an individua agent, broker, adjuster, or insurance
consultant who violates an order issued under Subsection 31A-2-201(4) to forfeit to the state not
more than $2,500 for each violation. Each day the violation continues is a separate violation.

(i) The commissioner may order any other person who violates an order issued under
Subsection 31A-2-201(4) to forfeit to the state not more than $5,000 for each violation. Each day
the violation continues is a separate violation.

(d) The commissioner may accept or compromise any forfeiture under this [subsection]
Subsection (1) until after acomplaint is filed under Subsection (2). After the filing of the
complaint, only the attorney general may compromise the forfeiture.

(2) [Whenever] When a person failsto comply with an order issued under Subsection
31A-2-201(4), including a forfeiture order, the commissioner may file an action in any court of
competent jurisdiction or obtain a court order or judgment:

() enforcing the commissioner's order;

(b) (1) directing compliance with the commissioner's order and restraining further violation
of the order[;]; and

(ii) subjecting the person ordered to the procedures and sanctions available to the court for
punishing contempt if the failure to comply continues; or

(c) imposing aforfeiture in an amount the court considers just, up to $10,000 for each day
the failure to comply continues after the filing of the complaint until judgment is rendered.

(3) The Utah Rules of Civil Procedure govern actions brought under Subsection (2), except
that the commissioner may file a complaint seeking a court-ordered forfeiture under Subsection
(2)(c) no sooner than two weeks after giving written notice of [his] the commissioner's intention

to proceed under Subsection (2)(c). The commissioner's order issued under Subsection
31A-2-201(4) may contain a notice of intention to seek a court-ordered forfeiture if the
commissioner's order is disobeyed.

(4) If, after acourt order isissued under Subsection (2), the person fails to comply with
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the commissioner's order or judgment[;]:

(a) the commissioner may certify the fact of the failure to the court by affidavit[;]; and

(b) the court may, after a hearing following at least five days written notice to the parties
subject to the order or judgment, amend the order or judgment to add the forfeiture or forfeitures,
as prescribed in Subsection (2)(c), until the person complies.

(5) (@) The proceeds of dl forfeitures under this section, including collection expenses,
shall be paid into the Genera Fund.

(b) The expenses of collection shall be credited to the Insurance Department's budget.

(c) Theattorney genera's budget shall be credited to the extent the Insurance Department
reimburses the attorney general's office for its collection expenses under this section.

(6) (@) Forfeitures and judgments under this section bear interest at the rate [then] charged
by the United States Internal Revenue Service for past due taxeq[tnterest-acerues from-the tater
of the] on the:

(i) date of entry of the commissioner's order under Subsection (1); or [the]

(ii) date of jJudgment under Subsection (2).

(b) Interest accrues from the later of the dates described in Subsection (6)(a) until the
forfeiture and accrued interest are fully paid.

(7) [No] A forfeiture may not be imposed under Subsection (2)(c) if[;]:

(a) at the time the forfeiture action is commenced, the person was in compliance with the

commissioner's order[;]; or [if]

(b) theviolation of the order occurred during the order's suspension.

(8) The commissioner may seek an injunction as an aternative to issuing an order under
Subsection 31A-2-201(4).

(9) (@) A person [who] isguilty of aclass B misdemeanor if that person:

(i) intentionaly violateg[;]:

(A) an insurance statute or rule of this state; or

(B) an order issued under Subsection 31A-2-201(4);

(ii) intentionally permits [any] a person over whom [he] that person has authority to
violatel;]:

(A) an insurance statute or rule of this state; or

(B) an order issued under Subsection 31A-2-201(4); or
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(iii) intentionally aids any person in violating [any]:

(A) aninsurance statute or rule of this state; or [any effective]

(B) an order issued under Subsection 31A-2-201(4) [tsguitty of actassB-misdemeancor].

(b) Unless a specific criminal penalty is provided elsawhere in thistitle, the person may
be fined not more than:

(i) $10,000 if acorporation; or [net-more than]

(ii) $5,000 if a person other than a corporation.

(c) If the personisan individual, the person may, in addition, be imprisoned for up to one
year.

(d) Asused in this[subsectton] Subsection (9), "intentionally" has the same meaning as
under Subsection 76-2-103(1).

(10) [When] (a) After a hearing, the commissioner may, in whole or in part, revoke,

suspend, place on probation, limit, or refuse to renew the licensee's license or certificate of

authority:

(1) when alicensee of the [tnsdurance Department] department, other than a domestic
insurer[;]:

(A) persistently or substantialy violates the insurance law; or

(B) violates an order of the commissioner under Subsection 31A-2-201(4)[5].;

(ii) if there are grounds for delinquency proceedings against the licensee under Section
31A-27-301 or Section 31A-27-307[;]; or

(iii) if the licensee's methods and practices in the conduct of [his] the licensee's business
endanger, or [hig] the licensee's financial resources are inadequate to safeguard, the legitimate

interests of [hig] the licensee's customers and the public[;the- commissioner-may,-after-a-hearing;

: " - authority].

(b) Additional license termination or probation provisions for licensees other than insurers
are set forth in Sections 31A-19-303, 31A-19-304, 31A-23-216, 31A-23-217, 31A-25-208,
31A-25-209, 31A-26-213, 31A-26-214, 31A-35-501, and 31A-35-503.

(11) The enforcement penalties and procedures set forth in this section are not exclusive,
but are cumulative of other rights and remedies the commissioner has pursuant to applicable law.

Section 5. Section 31A-3-401 is amended to read:
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741 31A-3-401. Retaliation against insurersof foreign state or country.

742 (1) Except as provided in Section 31A-3-402, when, under the laws of another state or
743  foreign country any taxes, licenses, other fees, deposit requirements, or other material obligations,
744 prohibitions, or restrictions are or would be imposed on Utah insurers, or on the agents or

745  representatives of Utah insurers, which are in excess of the taxes, licenses, other fees, deposit

746  requirements, or other obligations, prohibitions, or restrictions directly imposed upon similar

747  insurers, or upon the agents or representatives of those insurers, of that other state or country under
748  the statutes of this state, aslong as the laws of that other state or country continue in force or are
749  so applied, the same taxes, licenses, other fees, deposit requirements, or other material obligations,
750  prohibitions, or restrictions of any kind shall be imposed, collected, and enforced by the State Tax
751 Commission, with the assistance of the commissioner, upon the insurers, or upon the agents or

752  representatives of those insurers, of that other state or country doing business or seeking to do
753  businessin this state.

754 (2) Any tax, license, or other obligation imposed by any city, county, or other political

755  subdivision or agency of another state or country on Utah insurers, their agents, or representatives,
756 isconsidered as being imposed by that state or country within the meaning of this section.

757 (3) The commissioner may by rule waive the retaliatory requirements for an individual or

758  agency licensee.

759 Section 6. Section 31A-4-106 is amended to read:

760 31A-4-106. Provision of health care.

761 (1) Asused in thissection, "health care provider" has the same definition asin Section

762  78-14-3.

763 (2) Except under Subsection (3) or (4), [ro] a person may not directly or indirectly provide

764  hedth care, or arrange for, manage, or administer the provision or arrangement of, collect advance
765 paymentsfor, or compensate providers of health care unless authorized to do so or employed by
766  someone authorized to do so under Chapter 5, 7, 8, 9, or 14.

767 (3) Subsection (2) does not apply to:
768 (@) anatural person or professional corporation that alone or with others professionally

769  associated with [himerit] the natural person or professional corporation, and without receiving

770  consideration for servicesin advance of the need for a particular service, provides the service
771  personally with the aid of nonprofessional assistants;
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(b) ahedth carefacility as defined in Section 26-21-2 which:

(i) islicensed or exempt from licensing under Title 26, Chapter 21[;]; and [whieh]

(ii) does not engage in health care insurance as defined under [Subsection] Section
31A-1-301[(35)];

(c) aperson who files with the commissioner under Section 31A-1-105 a certificate from
the United States Department of Labor, or other evidence satisfactory to the commissioner,
showing that the laws of Utah are preempted under Section 514 of the Employee Retirement
Income Security Act of 1974 or other federa law;

(d) aperson licensed under Chapter 23 who:

(i) hasarranged for the insurance of all services under:

(A) Subsection (2) by an insurer authorized to do business in Utah[;-or-under];

(B) Section 31A-15-103[;]; or [who]

(C) worksfor an uninsured employer that complies with Chapter 13; or

(e) an employer that self-funds its obligations to provide health care services or indemnity
for its employeeq[; provided] if the employer complies with Chapter 13.

(4) A person may not provide administrative or management services for any other person
subject to Subsection (2) and not exempt under Subsection (3) unless the person is an authorized
insurer under Chapter 5, 7, 8, 9, or 14, or complies with Chapter 25.

(5) Itisunlawful for any insurer or person providing, administering, or managing health
care insurance under Chapter 5, 7, 8, 9, or 14 to enter into a contract that limits a health care
provider's ability to advise the health care provider's patients or clients fully about treatment
options or other issues that affect the health care of the health care provider's patients or clients.

Section 7. Section 31A-5-102 is amended to read:

31A-5-102. Scope and purposes.

(1) (@) Except as expressly provided otherwise in thistitle, this chapter appliesto all
corporations organized under Utah law and doing an insurance business as defined under
[Subsection] Section 31A-1-301 [(44)], except those expressly governed by other chapters of this
title. This chapter applies to corporations doing a reinsurance business, whether or not they do
other insurance business [or not].

(b) Except as expressy provided otherwise, this chapter does not apply to nondomestic
insurers.
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(c) Except as provided otherwise in thistitle, Title 16, Chapter 6, Utah Nonprofit
Corporation and Co-operative Association Act, and Title 16, Chapter 10a, Utah Revised Business
Corporation Act, apply to corporations under this chapter.

(d) If [thereareconflictingprovistons, Titte 31A] Title 16, Chapter 6, or Title 16, Chapter
10a, conflict with thistitle, thistitle governs.

(2) The purposes of this chapter include:

(a) to provide a procedure for the formation of insurance corporations;

(b) to assure the solidity of insurance corporations by providing an organizational
framework to facilitate sound management, sound operation, and sound regulation;

(c) to provide fair means of corporate transformation; and

(d) wherefeasible, to strengthen internal corporate democracy through enhancing
shareholder and policyholder participation.

Section 8. Section 31A-5-218 is amended to read:

31A-5-218. Subsidiaries.

(1) Subject to the limitations under Subsection 31A-18-106(1)(k), an insurance corporation
may form or acquire subsidiaries to do any lawful insurance business.

(2) Aninsurance corporation may form or acquire subsidiaries to hold or manage any
assets that it might hold or manage directly.

(3 (& Aninsurance corporation may form or acquire subsidiaries to perform functions or
provide services that are ancillary to its insurance operations.

(b) A subsidiary isan ancillary subsidiary if it is engaged principally in one or more of the
following:

(i) acting as an insurance agent or broker;

(i) investing, reinvesting, or trading in securities, or acting as a securities broker, dealer,
or marketing representative,

(i) managing investment companies registered under the federa Investment Company
Act of 1940, as amended, including related sales and services,

(iv) providing investment advice and services,

(v) acting as administrative agent for a government instrumentality performing an
insurance, public assistance, or related function;

(vi) providing services related to insurance operations, including accounting, actuarial,
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pension administration, appraisal, auditing, claims adjusting, collection, data processing,
communications, loss prevention, premium financing, safety engineering, and underwriting
services,

(vii) holding or managing property used by the corporation, aone or with its affiliates for
the convenient transaction of its business;

(viii) engaging in the motor club business under Chapter 11, Motor Clubs;

(ix) engaging in the business of any institution subject to the jurisdiction of the Department
of Financial Ingtitutions under [ i i ttuti

Title 7, Financia Institutions;

(x) providing smilar services or performing similar activities which the commissioner
declares ancillary by rule; and

(xi) owning corporations that would be authorized as subsidiaries under Subsections
(3)(b)(i) through (3)(b)(ix) and under Subsections (1) and (2).

(4) Aninsurance corporation may form or acquire subsidiaries other than those under
Subsections (1) through (3), but only to the extent the insurer has excess surplus as defined under
[Subsection] Section 31A-1-301[(76)(¢)].

(5) (& An insurance corporation shall notify the commissioner immediately following the
formation or acquisition of a subsidiary under this section.

(b) Chapter 16 provides additiona requirements [which] that are applicable to the
acquisition of certain subsidiaries.

Section 9. Section 31A-16-103 is amended to read:

31A-16-103. Acquisition of control of or merger with domestic insurer -- Required
filings -- Content of statement -- Alternative filing materials -- Approval by commissioner
-- Violations -- Jurisdiction, consent to service of process.

(1) (8) [Unless] A person may not take the actions described in Subsections (1)(b) or (c)
unless, at the time any offer, request, or invitation is made or any such agreement is entered into,

or prior to the acquisition of securitiesif no offer or agreement isinvolved[;]:

(i) the person [hasfiled] files with the commissioner[;-and-also-provided-copiesof the
statement to-theinsurer;] a statement containing the information required by this section;

(ii) the person provides a copy of the statement described in Subsection (1)(a)(i) to the

insurer; and
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(iii) the commissioner [hasapproved] approves the offer, request, invitation, agreement
or acquisition[:].
[{)—A] (b) Unless the person complies with Subsection (1)(a), a person other than the

issuer may not make atender offer for, arequest or invitation for tenders of, or enter into any
agreement to exchange securities, or seek to acquire or acquire in the open market or otherwise,
any voting security of adomestic insurer if after the acquisition, the person would directly,
indirectly, by conversion, or by exercise of any right to acquire be in control of the insurer.

[(it)—A] (c) Unless the person complies with Subsection (1)(a), a person may not enter into

an agreement to merge with or otherwise to acquire control of a domestic insurer or any person
controlling a domestic insurer.

[{b)] (d) (i) For purposes of this section a domestic insurer includes any person controlling
adomestic insurer unless the person as determined by the commissioner is either directly or
through its affiliates primarily engaged in business other than the business of insurance.

(i) The controlling person described in Subsection (1)(d)(i) shal file with the
commissioner a preacquisition notification containing the information required in Subsection (2)
30 calendar days [prier-to] before the proposed effective date of the acquisition.

(i) For the purposes of this section, "person” does not include any securities broker
holding less than 20% of the voting securities of an insurance company or of any person [whieh]
that controls an insurance company in the usual and customary brokers function.

(iv) Thissection appliesto al domestic insurers and other entities licensed under Chapters
5,7,8,9, and 11.

[(e)No] (e) (i) An agreement for acquisition of control or merger as contemplated by this
[subsection] Subsection (1) is not valid or enforceable unless the agreement;

(A) isinwriting; and

(B) includes a provision that the agreement is subject to the approval of the commissioner
upon the filing of any applicable statement required under this chapter.

(i) A written agreement for acquisition or control [which] that includes [sueh-d] the
provision described in Subsection (1)(e)(i) satisfies the requirements of this Subsection (1).

(2) The statement to be filed with the commissioner under Subsection (1) shall be made
under oath or affirmation and shall contain the following information:

() the name and address of the "acquiring party,” which means each person by whom or
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on whose behalf the merger or other acquisition of control referred to in Subsection (1) isto be
effected; and

(1) if the personisan individual[;hig]:

(A) the person's principal occupation [and];

(B) alisting of all offices and positions held by the person during the past five years; and
(C) any conviction of crimes other than minor traffic violations during the past ten years;

(i) [(A)] if the personisnot an individual[;]:

(A) areport of the nature of its business operations during the past five years or for any
lesser period as the person and any of its predecessors has been in existence;

(B) aninformative description of the business intended to be done by the person and the
person's subsidiaries,

(C) alist of al individuals who are or who have been selected to become directors or
executive officers of the person, or individuals who perform, or who will perform functions
appropriate to such positions; and

(D) for each individual described in Subsection (2)(a)(ii)(C) the [tistshatinctudefor-each
suchindividual-the] information required by Subsection [(a):] (2)(a)(ii)(A) for each individual;

(b) (i) the source, nature, and amount of the consideration used or to be used in effecting

the merger or acquisition of control[;];
(ii) adescription of any transaction in which funds were or are to be obtained for that
purpose of effecting the merger or acquisition of control, including any pledge of the insurer's

stock[;] or the stock of any of its subsidiaries or controlling affiliated[;]; and
(ii) theidentity of persons furnishing the consideration[:];

[ he-source of the-considerationunder-Subse

(c) fully audited financia information, or other financial information considered

acceptable by the commissioner, of the earnings and financial condition of each acquiring party

for the preceding five fiscal years of each acquiring party, or for any lesser period the acquiring

party and any of its predecessors shall have been in existence, and smilar unaudited information
prepared within the 90 days prior to the filing of the statement][:];
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(d) any plansor proposals which each acquiring party may haveto:

(1) liquidate the insurer[;to];

(ii) sell its assety;];

(iii) merge or consolidate the insurer with any person([;]; or [to]

(iv) make any other material change in the insurer's business, corporate structure, or
management[-];

(e) () the number of shares of any security referred to in Subsection (1) [whieh] that each
acquiring party proposes to acquirel;];

(ii) theterms of the offer, request, invitation, agreement, or acquisition referred to in
Subsection (1)[5]; and

(iii) astatement as to the method by which the fairness of the proposal was arrived at[-

(f) the amount of each class of any security referred to in Subsection (1) [which] that:

(i) isbeneficiadly owned; or

(ii) concerning which there is aright to acquire beneficial ownership by each acquiring
party[:];

(g) afull description of any contract, arrangement, or understanding with respect to any
security referred to in Subsection (1) in which any acquiring party isinvolved, including:

(i) thetransfer of any of the securitieq[;]:

(ii) joint ventured[;];

(iii) loan or option arrangementsq;].;

(iv) putsor calg;];

(v) guarantees of loand;];

(vi) guarantees against loss or guarantees of profitg[;];

(vii) division of losses or profitg;]; or

hed et dertif-t "
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958 (h) adescription of the purchase by any acquiring party of any security referred to in
959  Subsection (1) during the 12 calendar months preceding the filing of the statement including:
960 (i) the dates of purchasel[;]:

961 (ii) the names of the purchaserd[;]; and

962 (iii) the consideration paid or agreed to be paid for the purchase[-];

963 (1) adescription of any recommendations to purchase by any acquiring party any security

964 referred to in Subsection (1) made during the 12 calendar months preceding the filing of the

965 statement or any recommendations made by anyone based upon interviews or at the suggestion of
966 theacquiring party[:];

967 () (i) copiesof al tender offersfor, requests for, or invitations for tenders of, exchange
968 offersfor, and agreements to acquire or exchange any securities referred to in Subsection (1)[5];
969 and[;]

970 (ii) if distributed, copies of additional soliciting materia relating to the [same]
971  transactions described in Subsection (2)(j)(i);
972 (k) (i) theterm of any agreement, contract, or understanding made with, or proposed to be

973  made with, any broker-dealer as to solicitation of securities referred to in Subsection (1) for

974  tender[;]; and

975 (ii) the amount of any fees, commissions, or other compensation to be paid to

976  broker-dealers with regard to any agreement, contract, or understanding[-] described in Subsection

977  (2)(k)(i); and

978 () any additional information the commissioner requires by rule, which [he] the

979 commissioner determinesto be:

980 (i) necessary or appropriate for the protection of policyholders of the insurer[;]; or [tobe]
981 (ii) inthe public interest.

982 (3) The department may request:

983 (&) (i) criminal background information maintained pursuant to Title 53, Chapter 10, Part
984 2, from the Bureau of Criminal Identification; and

985 (i1) complete Federal Bureau of Investigation criminal background checks through the

986 nationa crimina history system.

987 (b) Information obtained by the department from the review of crimina history records
988 received under Subsection (4)(a)(i) shall be used by the department for the purpose of:
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(i) verifying the information in Subsection 31A-16-103(2)(a)(i);
(ii) determining the integrity of persons who would control the operation of an insurer; and

(iii) preventing persons who violate 18 U.S.C. Sections 1033 and 1034 from engaging in

the business of insurance in the state.

(c) If the department requests the criminal background information, the department shall:

(i) pay to the Department of Public Safety the costs incurred by the Department of Public

Safety in providing the department crimina background information under Subsection(3)(a)(i);

(ii) pay to the Federal Bureau of Investigation the costs incurred by the Federal Bureau of

Investigation in providing the department criminal background information under
Subsection(3)(a)(ii); and
(iii) charge the person required to file the statement referred to in Subsection (1) afee

equal to the aggregate of Subsections (3)(c)(i) and (ii).
(4) (a) If the source of the consideration under Subsection (2)(b)(i) is aloan made in the
lender's ordinary course of business, the identity of the lender shall remain confidentia, if the

person filing the statement so reguests.

(b) Under Subsection (2)(e), the commissioner may require a statement of the adjusted

book value assigned by the acquiring party to each security in arriving at the terms of the offer,

with "adjusted book value" meaning each security's proportional interest in the capital and surplus

of the insurer with adjustments that:

(i) reflect market conditions;

(ii) businessin force; and

(iii) other intangible assets or liabilities of the insurer.

(c) The description required by Subsection (2)(g) shall identify the persons with whom the
contracts, arrangements, or understandings have been entered into.

[€3)] (5) (@) If the person required to file the statement referred to in Subsection (1) isa
partnership, limited partnership, syndicate, or other group, the commissioner may require that all
the information called for by [Subsection] Subsections (2), (3), or (4) shall be given with respect
to each:

(i) partner of the partnership or limited partnership[;each];
(i) member of the syndicate or group[;]; and [eaeh]
(iii) person who controls the partner or member.
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(b) If any partner, member, or person referred to in Subsection (5)(@) is a corporation, or
if the person required to file the statement referred to in Subsection (1) is a corporation, the
commissioner may require that the information called for by Subsection (2) shall be given with
respect to:

(i) the corporation[;];

(ii) each officer and director of the corporation[;]; and

(iii) each person who isdirectly or indirectly the beneficial owner of more than 10% of the
outstanding voting securities of the corporation.

[(4)] (6) If any materia change occursin the facts set forth in the statement filed with the
commissioner and sent to the insurer pursuant to Subsection (2), an amendment setting forth the
change, together with copies of all documents and other material relevant to the change, shall be
filed with the commissioner and sent to the insurer within two business days after the filing person
learns of such change.

[(5)] (7) If any offer, request, invitation, agreement, or acquisition referred to in Subsection
(2) is proposed to be made by means of aregistration statement under the Securities Act of 1933,
or under circumstances requiring the disclosure of similar information under the Securities
Exchange Act of 1934, or under a state law requiring similar registration or disclosure, a person
required to file the statement referred to in Subsection (1) may [utitize] use copies of any
registration or disclosure documents in furnishing the information called for by the statement.

[€6)] (8) (&) The commissioner shall approve any merger or other acquisition of control
referred to in Subsection (1) unless, after a public hearing on the merger or acquisition, [he] the
commissioner finds that:

[(a)] (i) after the change of control, the domestic insurer referred to in Subsection (1)
would not be able to satisfy the requirements for the issuance of alicense to write the line or lines
of insurance for which it is presently licensed;

[(b)] (i) the effect of the merger or other acquisition of control would substantially lessen
competition in insurance in this state or tend to create a monopoly in insurance,

[(e)] (iii) thefinancial condition of any acquiring party might:

(A) jeopardize the financia stability of the insurer[;]; or

(B) prejudice the interest of:

() itspolicyholderd[;]; or [thetnterest-of]
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(11) any remaining securityholders who are unaffiliated with the acquiring party;
[(d)] (iv) theterms of the offer, request, invitation, agreement, or acquisition referred to

in Subsection (1) are unfair and unreasonable to the securityholders of the insurer[;but this

[(e)] (v) the plansor proposals which the acquiring party has to liquidate the insurer, sell
its assets, or consolidate or merge it with any person, or to make any other material changein its
business or corporate structure or management, are:

(A) unfair and unreasonable to policyholders of the insurer; and [ar€]

(B) not in the public interest; or

[(F)] (vi) the competence, experience, and integrity of those persons who would control
the operation of the insurer are such that it would not be in the interest of the policyholders of the
insurer and the public to permit the merger or other acquisition of control.

(b) For purposes of Subsection (8)(a)(iv), the offering price for each security may not be
considered unfair if the adjusted book values under Subsection (2)(€):

() aredisclosed to the securityholders; and

(i) determined by the commissioner to be reasonable.

[7)] (9) (&) The public hearing referred to in Subsection [(6)] (8) shall be held within 30
days after the statement required by Subsection (1) isfiled.

(b) (i) At least 20 days notice of the hearing shall be given by the commissioner to the
person filing the statement.

(ii) Affected parties may waive the notice required by this [subsection] Subsection (9)(a).

(iii) Not less than seven days notice of the public hearing shall be given by the person

filing the statement to:

(A) theinsurer; and [to]

(B) any [ether-persons] person designated by the commissioner.

(¢) The commissioner shall make a determination within 30 days after the conclusion of
the hearing.

(d) At the hearing, the person filing the statement, the insurer, any person to whom notice
of hearing was sent, and any other person whose interest may be affected by the hearing [shalt-have
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theright-toe] may:

(i) present evidencel;]:

(ii) examine and cross-examine witnesse[;]; and

(iii) offer oral and written argumentq[; they-may-aso|.
(e) (i) A person or insurer described in Subsection (9)(d) may conduct discovery

proceedings in the same manner asis presently allowed in the district courts of this state.

(ii) All discovery proceedings shall be concluded not later than three days [prier-te] before
the commencement of the public hearing.

[(8)] (10) At the acquiring person's expense and consent, the commissioner may retain any
attorneys, actuaries, accountants, and other experts not otherwise a part of the commissioner's staff,
which are reasonably necessary to assist the commissioner in reviewing the proposed acquisition
of control.

[(9)] (11) (a) (i) If adomestic insurer proposes to merge into another insurer, any
securityholder electing to exercise aright of dissent may file with the insurer a written request for
payment of the adjusted book value given in the statement required by Subsection (1) and
approved under Subsection [(6)] (8), in return for the surrender of [his] the security holder's

securities.
(ii) The request described in Subsection (11)(a)(i) shall be filed not later than ten days after
the [securityholder's] day of the securityholders meeting where the corporate action is approved.
(b) The dissenting securityholder is entitled to and the insurer is required to pay to the

dissenting securityholder the specified value within 60 days of receipt of the dissenting security

holder's security.

(c) Persons electing under this [subsectton] Subsection (11) to receive cash for their
securities waive the dissenting shareholder and appraisal rights otherwise applicable under Title
16, Chapter 10a, Part 13, Dissenters Rights.

[{b)] (d) (i) This Subsection [(9)(a)](11) provides an elective procedure for dissenting
securityholders to resolve their objections to the plan of merger.

(ii) This section does not restrict the rights of dissenting securityholders under Title 16,
Chapter 10a, Utah Revised Business Corporation Act, unless this election is made under this

Subsection [(9)(a)] (11).
[(10)] (12) (a) All statements, anendments, or other material filed under Subsection (1),
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and all notices of public hearings held under Subsection [(6)] (8), shall be mailed by the insurer
to its securityholders within five business days after the insurer has recelved the statements,
amendments, other material, or notices.

(b) Mailing expenses shall be paid by the person making the filing. As security for the
payment of these expenses, that person shall file with the commissioner an acceptable bond or
other deposit in an amount determined by the commissioner.

[€21)] (13) This section does not apply to any offer, request, invitation, agreement, or
acquisition [whieh] that the commissioner by order exempts from the requirements of this section
as.

(&) not having been made or entered into for the purpose of, and not having the effect of,
changing or influencing the control of a domestic insurer; or

(b) as otherwise not comprehended within the purposes of this section.

[(12)] (14) Thefollowing are violations of this section:

(@) thefailureto file any statement, amendment, or other material required to be filed
pursuant to Subsections (1) [threugh<(3)],(2), and (5); or

(b) the effectuation, or any attempt to effectuate, an acquisition of control of or merger
with adomestic insurer unless the commissioner has given [his] the commissioner's approval to

the acquisition or merger.

[13)] (15) (&) The courts of this state are vested with jurisdiction over:

(i) [every] aperson who;

(A) files astatement with the commissioner under this section[;]; and [who]

(B) isnot resident, domiciled, or authorized to do businessin this state; and

(i1) overal actionsinvolving persons described in Subsection (15)()(i) arising out of
[viotations] aviolation of this section.

(b) [Each] A person described in Subsection (15)(a) is considered to have performed acts
equivalent to and constituting an appointment of the commissioner by that person, to be [his] that
person's lawful attorney upon whom may be served all lawful process in any action, suit, or
proceeding arising out of [violations] a violation of this section.

(c) [Coptes] A copy of [at] alawful process described in Subsection (13)(b) shall be:

(i) served on the commissioner; and

(ii) transmitted by registered or certified mail by the commissioner to the person at [his]
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that person's last-known address.

Section 10. Section 31A-16-111 is amended to read:

31A-16-111. Required sale of improperly acquired stock -- Penalties.

(1) If the commissioner finds that the acquiring person has not substantially complied with
the requirements of this chapter in acquiring control of a domestic insurer, [he] the commissioner

may require the acquiring person to sell [his] the acquiring person's stock of the domestic insurer
in the manner specified in Subsection (2).

(2) (@) The commissioner shall effect the sale required by Subsection (1) in the manner
which, under the particular circumstances, appears most likely to result in the payment of the full

market value for the stock by persons who have the collective competence, experience, financia
resources, and integrity to obtain approval under Subsection 31A-16-103[(6)](8).

(b) Sales made under this section are subject to approval by the Third Judicia District
Court for Salt Lake County, which court has the authority to effect the terms of the sale.

(3) The proceeds from sales made under this section shall be distributed first to the person
required by this section to sell the stock, but only up to the amount originally paid by the person
for the securities. Additiona sale proceeds shall be paid to the Genera Fund.

(4) The person required to sell and persons related to or affiliated with the seller may not
purchase the stock at the sale conducted under this section.

(5) (&) Every director or officer of an insurance holding company system who knowingly
violates, participatesin, or assents to, or who knowingly permits any of the officers or agents of
the insurer to engage in transactions or make investments [which] that have not been properly
reported or submitted pursuant to Subsections 31A-16-105 (1) and (2), or 31A-16-106 (1)(b), or
which otherwise violate this chapter, shall pay, in their individua capacity, a civil penaty of not
more than $20,000 per violation, upon a finding by the commissioner of a violation, after notice
and hearing before the commissioner.

(b) In determining the amount of the civil penalty under Subsection (5)(a), the
commissioner shall take into account;

(i) the appropriateness of the penalty with respect to the gravity of the violation[;];

(ii) the history of previous violationd[;]; and

(iii) any other matters [whieh] that justice requires.

(6) (&) [Whenever] When it appears to the commissioner that any insurer or any director,
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1175  officer, employee, or agent of the insurer, has committed awillful violation of this chapter, the
1176  commissioner may cause criminal proceedings to be instituted in the district court for the county
1177 inthisstate in which the principal office of the insurer islocated, or if the insurer has no principa
1178  officein this state, then in the Third District Court for Salt Lake County against the insurer or the
1179  responsible director, officer, employee, or agent of the insurer. [Any]

1180 (b) Aninsurer [which] that willfully violates this chapter may be fined not more than
1181  $20,000. Any individua who willfully violates this chapter is guilty of athird degree felony, and
1182  upon conviction may be:

1183 (i) finedin[his] that person'sindividual capacity not more than $5,000 [orbe];

1184 (ii) imprisoned[;]; or [may be]

1185 (iii) both fined and imprisoned.

1186 (7) Thissection does not limit the other sanctions applicable to violations of this title under
1187  Section 31A-2-308.

1188 Section 11. Section 31A-17-201 is amended to read:

1189 31A-17-201. Qualified assets.

1190 (1) Except as provided under Subsections (3) and (4), only the qualified assetslisted in

1191  Subsection (2) may be used in determining the financial condition of an insurer, except to the
1192  extent an insurer has shown to the commissioner that the insurer has excess surplus, as defined in
1193  [Subsection] Section 31A-1-301[(76)(c)].

1194 (2) For purposes of Subsection (1), "qualified assets' means:

1195 () investments, securities, properties, and loans acquired or held in accordance with
1196  Sections 31A-18-105 and 31A-18-106, and the income due and accrued on these;

1197 (b) the net amount of uncollected and deferred premiums for a life insurer [whieh| that

1198 carriesthe full annual mean tabular reserve liability;

1199 (c) premiumsin the course of collection, other than for life insurance, not more than 90
1200 days past due, less commissions payable on the premiums, with the 90-day limitation being

1201  inapplicable to premiums payable directly or indirectly by the United States government or any of
1202  itsinstrumentalities;

1203 (d) installment premiums, other than life insurance premiums, in accordance with;

1204 (i) therules adopted by the commissioner[;]: or[;]

1205 (ii) in the absence of [these] rules adopted by the commissioner, [in-accordance with]
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practices formulated or adopted by the National Association of Insurance Commissioners,

(e) notes and similar written obligations that are:

(i) not past duef:];

(ii) taken for premiums other than life insurance premiumg[;];

(iii) on policies permitted to be issued on that basig[;]; and

(iv) to the extent of the unearned premium reserves carried on the policies;

(f) amounts recoverable or receivable from reinsurers under a reinsurance contract that
qualifies for reserve credit under Section 31A-17-404,

(g) electronic and mechanical machines constituting a data processing and accounting
system, the cost of which is depreciated in full over aperiod of five years or less;

(h) tangible components of the health care delivery systems of insurers licensed under
Chapter 7, with the cost of these assets having a finite useful life being depreciated in full over
periods provided by rule;

(i) cash or currency; and

() other assets authorized by rule.

(3) (&) Subject to Subsection (5) and even if they could not otherwise be counted under this
chapter, assets acquired in the bona fide enforcement of creditors rights may be counted for the
purposes of Subsection (1) and Sections 31A-18-105 and 31A-18-106[5]:

(i) for five years after their acquisition if they are real property[;]; and

(ii) for oneyear if they are not real property[
under-thischapter].

(b) () The commissioner may allow reasonable extensions of [these] the periods described

in Subsection (3)(a), if disposal of the assets within the periods given is not possible without
substantial loss. [Theseextensions)
(ii) Extensions under Subsection (3)(b)(i) may not, as to any particular asset, exceed atotal

of five years.
(4) Subject to Subsection (5), and even though under this chapter the assets could not
otherwise be counted, assets acquired in connection with mergers, consolidations, or bulk

reinsurance, or as adividend or distribution of assets, may be counted for the same purposes, in
the same manner, and for the same periods as assets acquired under Subsection (3)[, eventhough
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(5) Assets described under Subsection (3) or (4) may not be counted for the purposes of
Subsection (1), except to the extent they are counted as assets in determining insurer solvency
under the laws of the state of domicile of the creditor or acquired insurer.

Section 12. Section 31A-17-202 is amended to read:

31A-17-202. Status of assetsthat are not " qualified assets."

(1) (a) Except as provided in Subsection (1)(b), if an insurer owns assets that are not
qualified assets under Section 31A-17-201, the assets shall be disregarded in determining and
reporting the financial condition of the insurer.

(b) Aninsurer may invest its funds in investments that are permitted under Section
31A-18-105 but in excess of the limits under Sections 31A-18-103 and 31A-18-106 or other assets
approved by the commissioner and these assets may be recognized and reported in the financia
condition of the insurer to the extent the insurer has excess surplus, as defined under [Subsection]
Section 31A-1-301[(76)(c)].

(2) Insurers bear the burden of establishing the extent to which they have excess surplus.

Section 13. Section 31A-17-609 is amended to read:

31A-17-609. Alternate adjusted capital.

(1) Except as provided in Section 31A-17-602, insurers licensed under Chapters 5, 7, 9,
and 14 shall maintain total adjusted capital as defined in [Subsection] Section 31A-1-301[(78:5)]
in an amount equal to the greater of:

(8 175% of the minimum required capital, or of the minimum permanent surplusin the
case of nonassessable mutuals, required by Section 31A-5-211, 31A-7-201, 31A-9-209, or
31A-14-205; or

(b) the net total of:

(1) 10% of net insurance premiums earned during the year; plus

(i) 5% of the admitted value of common stocks and real estate; plus

(ii1) 2% of the admitted value of al other invested assets, exclusive of cash deposits,
short-term investments, policy loans, and premium notes; less

(iv) the amount of any asset valuation reserve being maintained by the insurer, but not to
exceed the sum of Subsections (1)(b)(ii) and (iii).

(2) Asused in Subsection (1)(b), "premiums earned" means premiums and other
consideration earned for insurance in the 12-month period ending on the date the calculation is
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made.

(3) The commissioner may consider an insurer to be financialy hazardous under
Subsection 31A-27-307(3), if the insurer does not have qualified assets in an aggregate value
exceeding the sum of theinsurer's liabilities and the total adjusted capital required by Subsection
Q).

(4) The commissioner shall consider an insurer to be financially hazardous under
Subsection 31A-27-307(3) if the insurer does not have qualified assets in an aggregate value
exceeding the sum of the insurer'sliabilities and 70% of the total adjusted capital required by
Subsection (1).

Section 14. Section 31A-18-106 is amended to read:

31A-18-106. Investment limitations generally applicable.

(1) The [feltowing] investment limitations listed in Subsections (1)(a) through (1) apply
to each insurer[:].

(@) [Fer] (i) Except as provided in Subsection (1)()(ii), for investments authorized under
Subsection 31A-18-105(1) that are not amortizable under applicable valuation rules, the limitation
is 5% of assetq[;except-that this).

(ii) The limitation of Subsection (1)(a)(i) and the limitation of Subsection (2) do not apply
to demand deposits and certificates of deposit in solvent banks and savings and loan institutions

to the extent they are insured by afedera deposit insurance agency.

(b) For investments authorized under Subsection 31A-18-105(2), the limitation is 10% of
assets.

(c) For investments authorized under Subsection 31A-18-105(3), the limitation is 50% of
assets.

(d) For investments authorized under Subsection 31A-18-105(4), that are considered to
be investments in kinds of securities or evidences of debt pledged, those investments are subject
to the class limitations applicable to the pledged securities or evidences of debt.

(e) For investments authorized under Subsection 31A-18-105(5), the limitation is 35% of
assets.

(f) For investments authorized under Subsection 31A-18-105(6), the limitation is.

(i) 20% of assetsfor lifeinsurers; and

(ii) 50% of assets for nonlife insurers.



1299
1300
1301
1302
1303
1304
1305
1306
1307
1308
1309
1310
1311
1312
1313
1314
1315
1316
1317
1318
1319
1320
1321
1322
1323
1324
1325
1326
1327
1328
1329

02-02-99 9:10 AM H.B. 270

(g) For investments authorized under Subsection 31A-18-105(7), the limitation is 5% of
assets, except as to insurers organized and operating under Chapter 7, in which case the limitation
IS 25% of assets.

(h) For investments authorized under Subsection 31A-18-105(8), the limitation is 20% of
assets inclusive of home office and branch office properties, except as to insurers organized and
operating under Chapter 7, in which case the limitation is 35% of assets, inclusive of home office
and branch office properties.

(i) For investments authorized under Subsection 31A-18-105(10), the limitation is 1% of
assets.

() For investments authorized under Subsection 31A-18-105(11), the limitation is the
greater of that permitted or required for compliance with Section 31A-18-103[;-whicheveris
greater].

(k) [Forinvestments] Except as provided in Subsection (1)(1), an insurer's investmentsin
subsidiariesis limited to 50% of the insurer's total adjusted capitol. Investments by an insurer in

its subsidiaried[;] includes.
(i) theinsurer'sloans, advances, and contributions to its subsidiaried[;]; and

(ii) theinsurer's holding of bonds, notes, and stocks of its subsidiaries are included.

(1) Under aplan of merger approved by the commissioner, the commissioner may allow
an insurer [ i i

] any portion of its
assets invested in an insurance subsidiary. The approved plan of merger shall require the acquiring
insurer to conform its accounting for investments in subsidiaries to Subsection (1)(k) within a
specified period[-—Thisperiod] that may not exceed five years.

(2) [For-purposesofChapte Part-6, Risk-Based

limits on investments listed in Subsections (2)(a) through (€) apply to each insurer[:].

(@ For al investmentsin asingle entity, its affiliates, and subsidiaries, the limitation is
10% of assety-—The], except that the limit imposed by this [subsection] Subsection (2)(a) does not

apply to:
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(1) investmentsin the government of the United States or its agencies;

(i) investments guaranteed by the government of the United States; or

(i) investments in the insurer's insurance subsidiaries.

(b) [Theinvestments] Investments authorized by Subsection 31A-18-105(3) shall comply
with the [foltowing] requirementd[:] listed in this Subsection (2)(b).

(1) (A) [The] Except as provided in Subsections (2)(b)(i), the amount of any loan secured
by a mortgage or deed of trust may not exceed 80% of the value of the real estate interest
mortgaged, unless the excess over 80%:

(1) isinsured or guaranteed by the United States, any state of the United States, [oer] any
instrumentality, agency, or political subdivision of the United States, any of its states, or a
combination of any of these[;]; or [the-exeessover80%is]|

(11) insured by an insurer approved by the commissioner and qualified to insure that type
of risk in this state.

(B) Mortgage loans representing purchase money mortgages acquired from the sale of real
estate are not subject to [this] the limitation of Subsection (2)(b)(I))(A).

(if) Subject to Subsection (2)(b)(Vv), loans or evidences of debt secured by real estate may
only be secured by unencumbered real property, or an unencumbered interest in real property that
islocated in the United States.

(ii1) Evidence of debt secured by first mortgages or deeds of trust upon leasehold estates
shall require that:

(A) theleasehold estate exceed the maturity of the loan by not less than 10% of the lease
term[; that];

(B) thereal estate not be otherwise encumbered[;]; and [that]

(C) the mortgagee is entitled to be subrogated to all rights under the leasehold.

(iv) Subject to Subsection (2)(b)(V)[;]:

(A) participation in any mortgage loan must:

(1) be senior to other participants; and

(11) give the holder substantially the rights of afirst mortgagee[;]; or

(B) theinterest of theinsurer in the evidence of indebtedness must be of equal priority, to
the extent of the interest, with other interestsin the real property.

(v) A feesmpleor leasehold real estate or any interest in either of them is not considered
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to be encumbered within the meaning of this chapter by reason of any prior mortgage or trust deed
held or assumed by the insurer as alien on the property, if:

(A) thetotal of the mortgages or trust deeds held does not exceed 70% of the value of the
property; and [if]

(B) the security created by the prior mortgage or trust deed isafirst lien.

(c) Loans permitted under Subsection 31A-18-105(4) may not exceed 75% of the market
value of the collateral pledged, except that loans upon the pledge of United States government
bonds may be equal to the market values of the pledge.

(d) For an equity interest in asingle real estate property authorized under Subsection
31A-18-105(8), the limitation is 5% of assets.

(e) Investments authorized under Subsection 31A-18-105(10) shall be in connection with
potential changesin the value of specificaly identified:

(i) assets which the insurer owns; or [in-specifically identified]

(ii) liabilities which the insurer has incurred.

N
restrictions on investments listed in Subsections (3)(a) and (b) apply[:] to each insurer.

() Except for financial futures contracts and real property acquired and occupied by the
insurer for home and branch office purposes, [no-sectrities] a security or other [investments-are]
investment is not eligible for purchase or acquisition under this chapter unless [theyare] it is:

(i) interest bearing or income paying[;]; and [ar€]

(ii) not then in default.

(b) A security isnot eligible for purchase at a price above its market value.

(4) Computation of percentage limitations under this section:

(a) isbased only upon the insurer's total qualified invested assets described in Section
31A-18-105 and this section, as these assets are valued under Section 31A-17-401[;]: and
[exclude]

(b) excludes investments permitted under Section 31A-18-108 and Subsections
31A-17-203(2) and (3).

(5 Aninsurer may not make an investment that, because the investment does not conform
to Section 31A-18-105 and this section, has the result of rendering the insurer, under Chapter 17,
Part [6] VI, Risk-Based Capital, subject to proceedings under Chapter 27.
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(6) A pattern of persistent deviation from the investment diversification standards set forth
in Section 31A-18-105 and this section may be grounds for a finding that the person or persons
with authority to make the insurer's investment decisions are "incompetent” as used in Subsection
31A-5-410(3).

(7) Section 77r-1 of the Secondary Mortgage Market Enhancement Act of 1984 does not
apply to the purchase, holding, investment, or valuation limitations of assets of insurance
companies subject to this chapter.

Section 15. Section 31A-18-108 is amended to read:

31A-18-108. Investment of excess surplus.

(1) If aninsurer has excess surplus, as defined under [Subsection] Section
31A-1-301[(76)(€)], then to the extent of its excess surplus, the insurer may invest in a manner
inconsistent with the limitations of Section 31A-18-106 or in other assets approved by the
COmmissioner.

(2) This section does not empower any insurer to make investments that are:

(a) illegd; or [that-are]

(b) prohibited under Section 31A-4-107.

(3) Each insurer has the burden of establishing the extent of its excess surplus.

Section 16. Section 31A-23-102 is amended to read:

31A-23-102. Definitions.

As used in this chapter:

(1) Except as provided in Subsection (2):

(@) "Escrow" isalicense category that allows a person to conduct escrows, settlements,
or closings on behalf of atitle insurance agency or atitle insurer.

(b) "Limited license" means alicense that isissued for a specific product of insurance and
limits an individual or agency to transact only for those products.

(c) "Search" isalicense category that allows a person to issue title insurance commitments
or policies on behalf of atitle insurer.

(d) "Title marketing representative”’ means a person who:

() representsatitle insurer in soliciting, requesting, or negotiating the placing of:

(A) titleinsurance; or

(B) escrow, settlement, or closing services; and
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(if) does not have a search or escrow license.

(2) Thefollowing persons are not acting as agents, brokers, title marketing representatives,
or consultants when acting in the following capacities:

(a) any regular salaried officer, employee, or other representative of an insurer or licensee
under this chapter who devotes substantially all of the officer's, employee's, or representative's
working time to activities other than those described in Subsection (1) and Subsections
31A-1-301[(42)] (51), [(43)] (52), and [(45)] (54) including the clerical employees of persons
required to be licensed under this chapter;

(b) aregular salaried officer or employee of a person seeking to purchase insurance, who
receives no compensation that is directly dependent upon the amount of insurance coverage
purchased;

(c) aperson who givesincidental advice in the normal course of a business or professiona
activity, other than insurance consulting, if neither that person nor that person's employer receives
direct or indirect compensation on account of any insurance transaction that results from that
advice;

(d) aperson who, without special compensation, performs incidental services for another
at the other's request, without providing advice or technical or professional services of akind
normally provided by an agent, broker, or consultant;

(e) (i) aholder of agroup insurance policy, or any other person involved in mass
marketing, but only:

(A) with respect to administrative activities in connection with that type of policy,
including the collection of premiums; and

(B) if the person receives no compensation for the activities described in Subsection
(2)(e)(i) beyond reasonable expenses including a fair payment for the use of capital; and

(f) aperson who gives advice or assistance without direct or indirect compensation or any
expectation of direct or indirect compensation.

(3 "Actuary" means a person who is amember in good standing of the American
Academy of Actuaries.

(4) "Agency" means a person other than an individual, and includes a sole proprietorship
by which a natural person does business under an assumed name.

(5 "Broker" means an insurance broker or any other person, firm, association, or



1454
1455
1456
1457
1458
1459
1460
1461
1462
1463
1464
1465
1466
1467
1468
1469
1470
1471
1472
1473
1474
1475
1476
1477
1478
1479
1480
1481
1482
1483
1484

H.B. 270 02-02-99 9:10 AM

corporation that for any compensation, commission, or other thing of value acts or aids in any
manner in soliciting, negotiating, or procuring the making of any insurance contract on behalf of
an insured other than itself.

(6) "Bail bond agent” means any individual:

() appointed by an authorized bail bond surety insurer or appointed by alicensed bail
bond surety company to execute or countersign undertakings of bail in connection with judicia
proceedings; and

(b) who receives or is promised money or other things of value for this service.

(7) "Captive insurer" means.

(8 aninsurance company owned by another organization whose exclusive purpose isto
insure risks of the parent organization and affiliated companies; or

(b) inthe case of groups and associations, an insurance organization owned by the insureds
whose exclusive purpose is to insure risks of member organizations, group members, and their
affiliates.

(8) "Controlled insurer" means alicensed insurer that is either directly or indirectly
controlled by a broker.

(9 "Controlling broker" means a broker who either directly or indirectly controls an
insurer.

(10) "Controlling person” means any person, firm, association, or corporation that directly
or indirectly has the power to direct or cause to be directed, the management, control, or activities
of areinsurance intermediary.

(11) "Insurer" is as defined in Subsection 31A-1-301(48), except the following persons or
similar persons are not insurers for purposes of Part 6 of this chapter:

(@) al risk retention groups as defined in:

(i) the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499;

(i) the Risk Retention Act, 15 U.S.C. Sec. 3901 et seq.; and

(i) Title 31A, Chapter 15, Part [2] 11, Risk Retention Groups Act;

(b) all residual market pools and joint underwriting authorities or associations; and

(c) dl captiveinsurers.

(12) (&) "Managing genera agent” means any person, firm, association, or corporation that:

(i) managesall or part of the insurance business of an insurer, including the management
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of a separate division, department, or underwriting office;

(i) actsasan agent for the insurer whether it is known as a managing general agent,
manager, or other smilar term;

(i) with or without the authority, either separately or together with affiliates, directly or
indirectly produces and underwrites an amount of gross direct written premium equal to, or more
than 5% of, the policyholder surplus as reported in the last annual statement of the insurer in any
one quarter or year; and

(iv) ether adjusts or pays claimsin excess of an amount determined by the commissioner,
or that negotiates reinsurance on behalf of the insurer.

(b) Notwithstanding Subsection (12)(a), the following persons may not be considered as
managing general agent for the purposes of this chapter:

(i) an employee of the insurer;

(i) aU.S. manager of the United States branch of an aien insurer;

(iif) an underwriting manager that, pursuant to contract:

(A) manages al the insurance operations of the insurer;

(B) isunder common control with the insurer;

(C) issubject to Title 31A, Chapter 16, Insurance Holding Companies; and

(D) is not compensated based on the volume of premiums written; and

(iv) the attorney-in-fact authorized by and acting for the subscribers of areciprocal insurer
or inter-insurance exchange under powers of attorney.

(13) "Producer" is a person who arranges for insurance coverages between insureds and
insurers.

(14) "Quadlified U.S. financial institution™ means an ingtitution that:

(a) isorganized or, in the case of aU.S. office of aforeign banking organization licensed,
under the laws of the United States or any state;

(b) isregulated, supervised, and examined by U.S. federal or state authorities having
regulatory authority over banks and trust companies; and

(c) has been determined by either the commissioner, or the Securities Vauation Office of
the National Association of Insurance Commissioners, to meet the standards of financia condition
and standing that are considered necessary and appropriate to regulate the quality of financial
institutions whose letters of credit will be acceptable to the commissioner.
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(15) "Reinsurance intermediary” means a reinsurance intermediary-broker or a reinsurance
intermediary-manager as these terms are defined in Subsections (16) and (17).

(16) "Reinsurance intermediary-broker" means a person other than an officer or employee
of the ceding insurer, firm, association, or corporation who solicits, negotiates, or places
reinsurance cessions or retrocessions on behalf of a ceding insurer without the authority or power
to bind reinsurance on behalf of the insurer.

(17) (8) "Reinsurance intermediary-manager" means a person, firm, association, or
corporation who:

(1) hasauthority to bind or who manages all or part of the assumed reinsurance business
of areinsurer, including the management of a separate division, department, or underwriting
office; and

(i) actsas an agent for the reinsurer whether the person, firm, association, or corporation
is known as a reinsurance intermediary-manager, manager, or other similar term.

(b) Notwithstanding Subsection (17)(a), the following persons may not be considered
reinsurance intermediary-managers for the purpose of this chapter with respect to the reinsurer:

(i) an employee of the reinsurer;

(i) aU.S. manager of the United States branch of an alien reinsurer;

(iif) an underwriting manager that, pursuant to contract:

(A) manages all the reinsurance operations of the reinsurer;

(B) isunder common control with the reinsurer;

(C) issubject to Title 31A, Chapter 16, Insurance Holding Companies; and

(D) isnot compensated based on the volume of premiums written; and

(iv) the manager of a group, association, pool, or organization of insurers that:

(A) engagein joint underwriting or joint reinsurance; and

(B) are subject to examination by the insurance commissioner of the state in which the
manager's principal business office is located.

(18) "Reinsurer" means any person, firm, association, or corporation duly licensed in this
state as an insurer with the authority to assume reinsurance.

(29) "Surplus lines broker" means a person licensed under Subsection 31A-23-204(5) to
place insurance with unauthorized insurers in accordance with Section 31A-15-103.

(20) "Underwrite" means the authority to accept or reject risk on behalf of the insurer.
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Section 17. Section 31A-23-203 is amended to read:

31A-23-203. General requirementsfor licenseissuance and renewal.

(1) The commissioner shall issue or renew alicense to act as an agent, broker, or
consultant to any person who, as to the license classification applied for under Section
31A-23-204[; has):

[(1)] (a) has satisfied the character requirements under Section 31A-23-205;

[€2)] (b) has satisfied any applicable continuing education requirements under Section
31A-23-206;

[€3)] (c) has satisfied any applicable examination requirements under Section 31A-23-207,

[(4)] (d) has satisfied any applicable training period requirements under Section
31A-23-208;

[€5)] (e) if anonresident[;]:

(i) has complied with Section 31A-23-209; and

(ii) holds an active similar license in that person's state of residence;

[(6)] (f) asto applicantsfor licensesto act as title insurance agents, has satisfied the
requirements of Section 31A-23-211; and

[(7)] (g) has paid the applicable fees under Section 31A-3-103.

(2) (a) The department may request:

(i) crimina background information maintained pursuant to Title 53, Chapter 10, Part 2,

from the Bureau of Criminal Identification; and

(ii) complete Federal Bureau of Investigation crimina background checks through the

national criminal history system.

(b) Information obtained by the department from the review of crimina history records
recelved under Subsection (2)(a) shall be used by the department for the purposes of:
(i) determining if a person satisfies the character requirements under Section 31A-23-205

for issuance or renewal of alicense;

(i) determining if a person has failed to maintain the character requirements under Section
31A-23-205; and

(iii) preventing persons who violate the federal Violent Crime Control and Law
Enforcement Act of 1994, 18 U.S.C. Sections 1033 and 1034 from engaging in the business of
insurance in the state.
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(c) If the department requests the criminal background information, the department shall:

(i) pay to the Department of Public Safety the costs incurred by the Department of Public

Safety in providing the department criminal background information under Subsection (2)(a)(i);

(ii) pay to the Federal Bureau of Investigation the costs incurred by the Federal Bureau of

Investigation in providing the department criminal background information under
Subsection(2)(a)(ii); and
(iii) charge the person applying for alicense or for renewal of alicense afee equal to the

aggregate of Subsections (2)(c)(i) and (ii).
Section 18. Section 31A-23-204 is amended to read:
31A-23-204. License classifications.

Licensesissued under this chapter shall be issued under the classifications described under
Subsections (1) through (6). These classifications are intended to describe the matters to be
considered under any education, examination, and training required of license applicants under
Sections 31A-23-206 through 31A-23-208.

(1) Agent and broker license classifications include:

(@ lifeinsurance, including nonvariable annuities,

(b) variable annuities;

(c) disability insurance, including contracts issued to policyholders under Chapter 7 or 8;

(d) property/liability insurance, which includes:

(i) property insurance;

(ii) liability insurance;

(i) surety and other bonds; and

(iv) policies containing any combination of these coverages; [and]

(e) titleinsurance under one of the following categories:

() search, including authority to act as atitle marketing representative;

(i) escrow, including authority to act as atitle marketing representative;

(i) search and escrow, including authority to act as a title marketing representative; and

(iv) title marketing representative only; and

(f) workers compensation insurance.

(2) Limited license product classification includes:
(a) credit life and credit disability insurance;
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(b) travel;

(c) motor club;

(d) car rental related;

(e) credit involuntary unemployment insurance and credit property insurance; [and]
(f) bail bond agent; and

(0) customer service representative.

(3) Consultant license classification includes:

(@ lifeinsurance, including nonvariable annuities,

(b) variable annuities,

(c) disability insurance, including contracts issued to policyholders under Chapter 7 or 8;
[and]

(d) property/liability insurance, which includes:

(i) property insurance;

(ii) liability insurance;

(i) surety and other bonds; and

(iv) policies containing any combination of these coverages; and

(e) workers compensation insurance.

(4) A holder of licenses under Subsections (1)(a) and (1)(c) has all qualifications necessary
to act as a holder of alicense under Subsection (2)(a).

(5) (& Upon satisfying the additional applicable requirements, a holder of a brokers license
may obtain alicense to act as a surplus lines broker. [Thistypeof license]

(b) A licenseto act as asurplus lines broker gives the holder the authority to arrange

insurance contracts with unauthorized insurers under Section 31A-15-103, but only as to the types
of insurance under Subsection (1) for which [he] the broker holds a brokers license.

(6) The commissioner may by rule recognize other agent, broker, limited license, or
consultant license classifications as to kinds of insurance not listed under Subsections (1), (2), and
3).

Section 19. Section 31A-23-206 is amended to read:

31A-23-206. Continuing education requirements-- Regulatory authority.

(1) The commissioner shall by rule prescribe the continuing education requirements for
each class of agent's license under Subsection 31A-23-204(1), except that [Ae6] the commissioner
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may not impose a continuing education requirement [

on a holder of alicense under;

(a) Subsection 31A-23-204(2); or [ether]

(b) alicense [elassifications] classification other than under Subsection 31A-23-204(2) that
isrecognized by the commissioner by rule as provided in Subsection 31A-23-204(6).

(2) (a) [Educationalrequirementsmay not be stated] The commissioner may not state a
continuing education requirement in terms of formal education. [Theserequirements]
(b) The commissioner may [bestated] state a continuing education requirement in terms

of classroom hours, or their equivalent, of insurance-related instruction received[;for-which

(c) Insurance-related formal education may be a substitute, in whole or in part, for

may-beticensed.—Licenseeswho;] The commissioner shall impose continuing education

requirements in accordance with a two-year licensing period in which the licensee meets the
requirements of this Subsection (3).
(b) Except as provided in Subsection (3)(c), for atwo-year licensing period described in

Subsection (3)(a) the commissioner shall require that the licensee for each line of authority held

by the licensee:

(i) receive six hours of continuing education; or

(ii) pass aline of authority continuing education examination.
() Notwithstanding Subsection (3)(b):
(i) the commissioner may not require continuing education for more than four lines of

authority held by the licensee;

(ii) the commissioner shall require:

(A) aminimum of:

(1) 12 hours of continuing education;

(11) passage of two line of authority continuing education examinations; or
(111) acombination of Subsections (3)(c)(ii)(A)(1) and (11);
(B) that the minimum continuing education reguirement of Subsection (3)(c)(ii)(A)
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include:
(1) _at least six hours or one line of authority continuing education examination for each line

of authority held by the licensee not to exceed four lines of authority held by the licensee; and

(11) three hours of ethics training, which may be taken in place of three hours of the hours

required for aline of authority.

(d) (i) If alicensee completes the licensee's continuing education reguirement without

taking aline of authority continuing education exam, the licensee shall complete at least 1/2 of the

required hours through classroom hours of insurance-related instruction.

(if) The hours not completed through classroom hours in accordance with Subsection
(3)(d)(i) may be obtained through:

(A) home study:;

(B) video tape;

(C) experience credit; or
(D) other method provided by rule.
(e) (i) A licensee may obtain continuing education hours at anytime during the two-year

licensing period.

(i) Thelicensee may not take aline of authority continuing education examination more

than 90 calendar days before the date on which the licensee's license is renewed.

(f) The commissioner shall make rules for the content and procedures for line of authority

continuing education examinations.

(g) (i) Beginning May 3, 1999, alicensee is exempt from continuing education

requirements under this section if:
(A) asof April 1, 1990, [have] the licensee has completed 20 years of licensure in good

standing [shalt-beexempt from the requirement of continting-education:] ;

(B) the licensee requests an exemption from the department; and

(C) the department approves the exemption.

(i) If the department approves the exemption under Subsection (3)(0)(i), the licensee is

not required to apply again for the exemption.
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(h) A licensee with a variable annuity line of authority is exempt from the requirement for

continuing education for that line of authority so long as the:

(i) Securities and Exchange Commission requires continuing education for licensees

having a securities license; and

(ii) the licensee complies with the Securities and Exchange Commission's continuing

education reguirements for securities licensees.

(i) _The commissioner shall, by rule:

(i) publish alist of insurance professional designations whose continuing education

requirements can be used to meet the requirements for continuing education under Subsection
(3)(c); and

[(e)—Therutesshal] (ii) authorize professional agent associations to:

(A) offer qudified programs for al classes of licenses on a geographically accessible basis;
and [to]

(B) collect reasonable fees for funding and administration of the continuing education

program, subject to the review and approval of the commissioner.
(1) () The fees permitted under Subsection (3)(i)(ii) that are charged to fund and administer
the program shall reasonably relate to the costs of administering the program.

(ii) Nothing in this section prohibits a provider of continuing education programs or
courses from charging fees for attendance at courses offered for continuing education credit.

[(d)] (iii) The fees permitted under Subsection (3)(i)(ii) that are charged for attendance at
a professional agent association program may be less for an association member, based on the

member's affiliation expense, but shall preserve the right of a nonmember to attend without
affiliation.

(4) The commissioner shall designate courses, including those presented by insurers,
which satisfy the requirements of this section.

(5 The requirements of this section apply only to applicants who are natural persons.

(6) The commissioner may waive the requirements of this section as to any person who
has been an active insurance agent or broker in another state for two years immediately prior to
applying for alicensein this state, but only if the applicant's state of residence has imposed upon
the applicant education requirements which are substantially as rigorous as those of this state.

Section 20. Section 31A-23-211.7 is enacted to read:
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31A-23-211.7. Special requirementsfor variable annuity line of authority.
(1) Before applying for a variable annuity line of authority, an agent, broker, or consultant
shall be licensed under Section 61-1-3asa
(a) broker-dealer; or
b) agent.

(2) An agent's, broker's, or consultant's variable annuity line of authority is revoked on the

day on which an agent's, broker's or consultant's license under Section 61-1-3 is no longer valid.
Section 21. Section 31A-23-212 is amended to read:
31A-23-212. Form and contents of license.

(1) Licensesissued under this chapter shall be in the form the commissioner prescribes and
shall set forth:

() the name, address, and telephone number of the licensee;

(b) thelicense classifications under Section 31A-23-204;,

(c) thedate of license issuance; and

(d) any other information the commissioner considers necessary.

] shall be
licensed as an agency[;-anctthe] if the agency acts as:

i) an agent;
(ii) abroker;

(iii) asurplus lines broker:

(iv) amanaging general agent; or

(v) aconsultant.
(b) The agency license required under Subsections (2) shall set forth the names of all
natural persons licensed under this chapter who are authorized to act in those capacities for the

agency in this state.

(3) Sofar asis practicable, the commissioner shall issue a single license to each agent,
broker, or consultant for asingle fee. [The feefor theless expensive ticense is subsumed withi
themost-expensive ticense!]

Section 22. Section 31A-23-215 is amended to read:

31A-23-215. Agency licensees -- Reports -- Suspension, revocation, or limitation of

license.
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(1) (@) Every two years each agency licensed as an agent, managing general agent, broker,
or consultant shall report to the commissioner all natural [person-agents, brokers, or-constltants]
persons acting in [those] the following capacities for the [organization] agency:

[ ent;

(i) broker;

(iii) surplus lines broker:

(iv) managing general agent; or

(v) consultant.

(b) The report required by Subsection (1)(a) shall be made:
(i) on adate specified by rule; and

(i) inaform the commissioner establishes by rule.
(2) An agency licensed under this chapter shall report to the commissioner promptly, in the
detail and form prescribed by rule, every change in the list of natural [person-agents,-managing

e aragen PIrOKEYS, O ConStitan atitino e to aCt i thoSe CapacitteS 10 ‘*:i*"v er'sons

required under Subsection (1).

(3) (& An agency licensed under this chapter shall report to the commissioner the cause
of termination of a designated licensee's appointment.
(b) Theinformation provided the commissioner under Subsections (3)(a) shal remain

confidential.

[(b)] () Anagency isimmune from civil action, civil penaty, or damagesif the agency
compliesin good faith with Subsection (3)(a) in reporting to the commissioner the cause of
termination of licensees appointments.

[(€)] (d) Notwithstanding any other provision in this section, an agency is not immune
from any action or resulting penalty imposed on the reporting agency as a result of proceedings
brought by or on behalf of the department if the action is based on evidence other than the report
submitted in compliance with this Subsection (3).

(4) An agency licensed under this chapter may act in the capacities for which it is licensed
only through natural persons who are licensed under this chapter to act in the same manner.

(5) An agency licensed under this chapter shall designate and report promptly to the
commissioner the name of at least one natural person who has authority to act on behalf of the
agency in all matters pertaining to compliance with thistitle and orders of the commissioner.
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1795 (6) For purposes of this section, if alicenseis held by an agency, both the agency itself and
1796  any natura person named on the license are considered to be the holders of the license.

1797 (7) If anatura person named on the agency license commits any act or fails to perform any
1798  duty that isaground for suspending, revoking, or limiting the natural person's license, the

1799  commissioner may suspend, revoke, or limit the license of:

1800 (@) that natural person;

1801 (b) the agency, if the agency:

1802 () isrecklessor negligent in its supervision of the natural person; or

1803 (if) knowingly participated in the act or failure to act that is the ground for suspending,
1804  revoking, or limiting the license; or

1805 (c) (i) [beth] the natural person; and

1806 (ii) the agency if the agency meets the requirements of Subsection (7)(b).

1807 Section 23. Section 31A-23-405 is amended to read:

1808 31A-23-405. Services performed for unauthorized insurers.

1809 [No] (1) A person licensed under Chapter 23 may not perform any act that assists any

1810 person not authorized as an insurer to act as an insurer.

1811 (2) Itisaviolation of this section to assist any person purporting to be exempt from state
1812  insurance regulation under Section 514 of the Employee Retirement Income Security Act of 1974,
1813  unlessthat person has rebutted the presumption of jurisdiction under Section 31A-1-105.

1814 (3) Itisnot aviolation of this section:

1815 (a) to assist persons engaged in self insurance as defined under [Subsection] Section
1816  31A-1-301 [(73);]; or

1817 (b) for asurpluslines broker to engage in the placement of insurance under Section

1818 31A-15-103.

1819 Section 24. Section 31A-26-204 is amended to read:

1820 31A-26-204. License classifications.

1821 Licensesissued under this chapter shall be issued under the classifications described under

1822  Subsections (1), (2), and (3). These classifications are intended to describe the matters to be
1823  considered under any prerequisite education and examination required of license applicants under
1824  Sections 31A-26-206 and 31A-26-207.

1825 (1) Independent adjuster license classifications include:
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(a) disahility insurance, including related service insurance under Chapter 7 or 8;
(b) property and liability insurance, which includes:

(i) property insurance;

(ii) liability insurance;

(iii) surety bonds; and

(iv) policies containing combinations or variations of these coverages;

(c) serviceinsurance,

(d) title insurance; [and]

(e) credit insurance;_and

(f) workers compensation insurance.

(2) Public adjuster license classifications include:

(a) disahility insurance, including related service insurance under Chapter 7 or 8;
(b) property and liability insurance, which includes:

(i) property insurance;

(ii) liability insurance;

(iii) surety bonds; and

(iv) policies containing combinations or variations of these coverages,
(c) serviceinsurance,

(d) title insurance; [and]

(e) credit insurance;_and

(f) workers compensation insurance.

(3 The commissioner may by rule recognize other independent adjuster or public adjuster
license classifications as to other kinds of insurance not listed under Subsection (1). The
commissioner may also by rule create license classifications which grant only part of the authority
arising under another license class.

Section 25. Section 31A-26-206 is amended to read:

31A-26-206. Continuing education requirements.

(1) The commissioner shall by rule prescribe continuing education requirements for each
class of license under Section 31A-26-204.
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(2) () The commissioner shall impose continuing education requirements in accordance

with atwo-year licensing period in which the licensee meets the requirements of this Subsection

2.

(b) Except as provided in Subsection (2)(c), for atwo-year licensing period described in

Subsection (2)(a) the commissioner shall require that the licensee for each line of authority held

by the licensee:

(i) receive six hours of continuing education; or

(ii) pass aline of authority continuing education examination.
(c) Notwithstanding Subsection (2)(b):
(i) the commissioner may not require continuing education for more than four lines of

authority held by the licensee;

(ii) the commissioner shall require:

(A) aminimum of:

(1) 12 hours of continuing education;

(11) passage of two line of authority continuing education examinations; or
(111) acombination of Subsection (2)(c)(ii)(A)(1) and (11);
(B) that the minimum continuing education reguirement of Subsection (2)(c)(ii)(A)

include:
(1) _at least six hours or one line of authority continuing education examination for each line

of authority held by the licensee not to exceed four lines of authority held by the licensee; and

(11) three hours of ethics training, which may be taken in place of three hours of the hours

required for aline of authority.

(d) (i) If alicensee completes the licensee's continuing education reguirement without

taking aline of authority continuing education exam, the licensee shall complete at least 1/2 of the

required hours through classroom hours of insurance-related instruction.

(ii) The hours not completed through classroom hours in accordance with Subsection
(2)(d)(i) may be obtained through:
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(A) home study;
(B) video tape;

(C) experience credit; or
(D) other method provided by rule.
(e) (i) A licensee may obtain continuing education hours at anytime during the two-year

licensing period.

(i) The licensee may not take aline of authority continuing education examination more

than 90 calendar days before the date on which the licensee's license is renewed.

(f) The commissioner shall make rules for the content and procedures for line of authority

continuing education examinations.

() () Beginning May 3, 1999, alicensee is exempt from the continuing education

requirements of this section if:

(A) asof April 1, 1990, the licensee has completed 20 vears of licensure in good standing;

(B) the licensee requests an exemption from the department; and

(C) the department approves the exemption.

(ii) If the department approves the exemption under Subsection (2)(0)(i), the licenseeis

not required to apply again for the exemption.

(h) A licensee with a variable annuity line of authority is exempt from the requirement for

continuing education for that line of authority so long as:

(i) the Securities and Exchange Commission requires continuing education for licensees

having a securities license; and

(ii) the licensee complies with the Securities and Exchange Commission's continuing

education reguirements for securities licensees.

(i)_The commissioner shall by rule:

(i) publish alist of insurance professional designations whose continuing education

requirements can be used to meet the requirements for continuing education under Subsection

(2)(c); and

(ii) authorize professiona adjuster associations to:

(A) offer qudified programs for al classes of licenses on a geographically accessible basis;
and [to]
(B) collect reasonable fees for funding and administration of the continuing education
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programs, subject to the review and approval of the commissioner.

[(i)] () (1) The fees permitted under Subsection (2)(i) that are charged to fund and
administer a program shall reasonably relate to the costs of administering the program.

[(iit)] (ii) Nothing in this section shall prohibit a provider of continuing education
programs or courses from charging fees for attendance at courses offered for continuing education
credit.

[(iv)] (iii) The fees permitted under Subsection (2)(i)(ii) that are charged for attendance
at an association program may be less for an association member, based on the member's affiliation

expense, but shall preserve the right of a nonmember to attend without affiliation.
(3 The requirements of this section apply only to licensees who are natural persons.
(4) The requirements of this section do not apply to members of the Utah State Bar.
(5) The commissioner shall designate courses that satisfy the requirements of this section,

including those presented by insurers.

Section 26. Section 31A-27-102 is amended to read:

31A-27-102. Definitions.

(1) Asused in thischapter:

(& "Alieninsurer domiciled in Utah" means an insurer domiciled outside the United States
whose entry into the United States is through Utah.

(b) "Ancillary state" means any state other than an insurer's state of domicile.

(c) "Contingent claims’ means a claim or demand upon which;

(i) aright of action has accrued at the date of the order of liquidation; and [apen-whieh]

(ii) liability has not been determined.

(d) "Date of liquidation” means the date of the filing of a petition for liquidation that
resultsin an order for liquidation.

(e) "Delinquency proceeding” means any:

(i) proceeding commenced against an insurer for the purpose of liquidating, rehabilitating,
reorganizing, or conserving the insurer[;]; and [any]

(ii) summary proceeding under Sections 31A-27-201 through 31A-27-203.

(f) "Domestic insurer” includes, for purposes of this chapter, foreign insurers commercially
domiciled in this state under Section 31A-14-206.

(9) (i) "Estate" or "property of the estate” means:
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(A) al legal or equitable interests of an insurer that are the subject of a rehabilitation,
liquidation, conservation, or other proceeding under this chapter in property as of the date of filing
of the petition for rehabilitation, liquidation, or conservation;

(B) any interest in property recoverable by the receiver under the provisions of thistitle;

(C) any interest in property acquired after the date of filing of the petition; and

(D) all proceeds, products, rents, and profits from this property.

(i) [H] "Estate" or "property of the estate” includes property in which the insurer holds

only legal title, but no equitable interest, only to the extent of the insolvent insurer's interest.

(h) "Fair consideration” is given for property or an obligation:

(1) when in exchange for the property or obligation, as afair equivaent for it, and in good
faith[;]:

(A) property isconveyed[;]:

(B) services arerendered[;];

(C) anobligation isincurred[;]; or

(D) an antecedent debt is satisfied; or

(i) when the property or obligation is received in good faith to secure a present advance
or an antecedent debt in amount not disproportionately small compared to the value of the property
or obligation obtained.

() () "Generd assets’ means al property not encumbered by a security agreement for the
security or benefit of specified persons or classes of persons. [t]

(ii) "General assets' does not include separate account assets under Section 31A-5-217.

(iii) For encumbered property "general assets' includes all that property or its proceeds

which isin excess of the amount necessary to discharge the sums secured by the property.

(iv) Assets held in trust or on deposit for the security or benefit of all policyholders, or al
policyholders and creditors, in more than a single state, are general assets.

() "Guaranty association" means:

(i) the applicable association under Chapter 28; or

(ii) the similar association under the laws of another state.

(K) "Immature clam" means a claim or demand upon which payment is due, except for the

passage of time.
() "Insolvency" has the same meaning as in [Subsection] Section 31A-1-301[(39)].
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(m) "Insurer" means any person who is doing, has done, purports to do, or islicensed to
do an insurance business on its own account and is or has been subject to the authority of, or to
liquidation, rehabilitation, reorganization, or supervision by, acommissioner. A separate account
created under Section 31A-5-217 isan "insurer" for purposes of Chapter 27.

(n) "Preferred clam™ means any claim [which] that the law gives priority of payment from
the general assets of the insurer.

(0) "Receiver" means receiver, liquidator, rehabilitator, or conservator, as the context
requires.

(p) "Reciprocal state" means any state other than this state:

(i) inwhich in substance Subsection 31A-27-310(1), Subsections 31A-27-403(1) and (3),
Sections 31A-27-404 and 31A-27-406 through 31A-27-409 are in force[;and];

(ii) which has laws requiring the commissioner to be the receiver of a delinquent insurer[;]:
and

(iii) which has laws for the avoidance of fraudulent conveyances and preferentia transfers
by the receiver of a delinquent insurer.

(@) "Secured claim" means any claim secured by mortgage, trust deed, security agreement,
pledge, deposit as security, escrow or otherwise, but not including special deposit clams. The
term a so includes claims that have become liens upon specific assets through judicia processes.

(r) "Separate account assets' means those assets allocated to separate accounts under
Section 31A-5-217.

(s) "Specia deposit clam™ means any claim secured by a deposit in trust made pursuant
to thistitle for the security or benefit of one or more limited classes of persons.

(t) "Transfer" means every mode, direct or indirect, absolute or conditional, voluntarily
or involuntarily, by or without judicial proceedings, of disposing of or parting with property or
with an interest in property. The retention of a security interest in or title to property delivered to
adebtor is considered a transfer by the debtor.

(u) "Unliquidated clam" means a claim or demand upon which:

(i) aright of action has accrued at the date of the order of liquidation; and

(i) liability has been established but the amount of which has not been determined.

(2) If the subject of arehabilitation or liquidation proceeding under this chapter isan
insurer engaged in a surety business, then as used in this chapter:
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2012 (@ "Policy" includes abond issued by a surety.

2013 (b) "Policyholder" includes a principal on a bond.

2014 (o) "Beneficiary” includes an obligee of a bond.

2015 (d) "Insured" includes both the principa and obligee of a bond.

2016 Section 27. Section 31A-27-104 is amended to read:

2017 31A-27-104. Injunctionsand orders.

2018 (1) Any receiver appointed in a proceeding under this chapter may, at any time, apply for

2019 and any court of general jurisdiction in this state may grant, under the relevant provisions of the
2020 Utah Rulesof Civil Procedure, any restraining orders, temporary and permanent injunctions, and
2021  other orders as are necessary and proper to prevent:

2022 (a) thetransaction of further business,

2023 (b) thetransfer of property;

2024 (c) interference with the receiver or with the proceedings, including those against:
2025 (i) theinsurer; and [these-against]

2026 (ii) insuredsthe insurer is obligated to defend,;

2027 (d) waste of the insurer's assets;

2028 (e) dissipation and transfer of bank accounts,

2029 (f) theingtitution or further prosecution of any actions or proceedings, including those
2030 against:

2031 (i) theinsurer; and [these-against]

2032 (ii) insuredsthe insurer is obligated to defend,;

2033 (g) theobtaining of preferences, judgments, attachments, garnishments, or liens against
2034  theinsurer or its assets,

2035 (h) thelevying of execution against the insurer or its assets;

2036 (i) the making of any sale or deed for nonpayment of taxes or assessments that would
2037  lessen the value of the assets of the insurer;

2038 () thewithholding from the receiver of books, accounts, documents, or other records

2039 relating to the business of the insurer; [of]

2040 (k) any other threatened or contemplated action that might:

2041 (i) lessen the value of the insurer's assets; or

2042 (ii) prejudice the rights of policyholders, creditors or shareholders, or the administration
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of the proceeding; or

() indtitution of a proceeding against the receiver as defined in and subject to Section
31A-27-110.

(2) Therecelver may apply to any court outside of this state for the relief described in
Subsection (1).

Section 28. Section 31A-27-110 is enacted to read:

31A-27-110. Immunity and indemnification of the receiver.

(1) For the purposes of this section:

(a) "Lega action subject to this section” means a suit or liability:

(i) againdt the receiver either:

(A) personally; or

(B) inthereceiver's official capacity; and

(ii) alleging aclaim for damage to or loss of property or personal injury or other civil

liability caused by or resulting from any alleged act, error, or omission of the receiver arising out

of or by reason of the receiver's duties or employment.

(b) "Person retained to assist” means:

(i) apresent or former special deputy or assistant special deputy appointed by areceiver:

and
(ii) aperson that the receiver, special deputy, or assistant special deputy employs or retains

to assist in adelinguency proceeding under this chapter.

(c) "Receiver" means a person responsible for the conduct of a delinguency proceeding

under this chapter including:

(i) aformer or present receiver;

(i) asupervisor;

(iii) arehabilitator;

(iv) adeputy rehabilitator;
(v) aliquidator;

(vi) adeputy liguidator; or

(vii) aperson retained to assist a person described in Subsection (1)(c)(i) through (vi) in

the performance of that person's duties.

(2) (a) Except as provided in Subsection (2)(b), areceiver has judicial immunity and is
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immune from alegal action subject to this section.

(b) A receiver is not immune from suit or liability for any damage, loss, injury, or liahility

caused by the intentional or willful and wanton misconduct of the receiver.

(3) (a) Except as provided in Subsection (3)(b), if alegal action subject to this section is
commenced against the receiver, the receiver shall be indemnified from the assets of the insurer
for any:

(i) expense;

(i) attorneys fees;

(iii) judgment;

(iv) settlement;

(v) decree; or

(vi) amount due and owing or paid in satisfaction of or incurred in the defense of the legal

action.
(b) Notwithstanding Subsection (3)(a), areceiver is not indemnified from the assets of the

insurer if a court determines on afinal adjudication on the merits that the alleged act, error, or

omission of the recelver giving rise to the claim:

(i) did not arise out of or by reason of the receiver's duties or employment; or

(ii) was caused by the intentiona or willful and wanton misconduct of the receiver.

(4) (a) Attorneys fees and any expenses incurred in defending a legal action for which

immunity or indemnity is available under this section shall be paid from the assets of the insurer

as they are incurred in advance of the final disposition of the legal action once the receiver of the

insurer's estate receives an undertaking by or on behalf of the receiver to repay the attorneys fees

and expenses if a court determines on afina adjudication on the merits that the recaiver is not

entitled to immunity or indemnity under this section.

(b) Any indemnification paid or to be paid from the insurer's assets pursuant to this section

shall be an administrative expense of the insurer.

(c) (i) If thereis actual or threatened legal action against areceiver for which immunity

or indemnity may be available under this section, the receiver may take the actions described in

Subsection (4)(c)(ii) as security for the payment of indemnity until such time as all:

(A) applicable statutes of limitation have run;

(B) actual or threatened actions against the receiver have been completely and finally
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resolved; and

(C) obligations of the insurer and the receiver under this section shall have been satisfied.

(ii) In accordance with Subsection (4)(c)(i), the receiver may at the receiver's discretion:

(A) segregate and reserve from the assets of the insurer a reasonable amount of funds that

in the judgment of the receiver is needed to provide immunity or indemnity; or

(B) obtain a surety bond or make other arrangements that enable the receiver to fully

secure the payment of all obligations under this section.

(5) () Except as provided in Subsection (5)(b), if alegal action against a receiver for
which indemnity may be available under this section is settled prior to final adjudication on the
merits, the estate shall:

() pay the settlement amount on behalf of the receiver; or

(ii) indemnify the receiver for the settlement amount.

(b) An estate is not required to pay the amounts under Subsection (5)(a) if the receiver

determines that the claim:

(i) did not arise out of or by reason of the receiver's duties or employment; or

(ii) was caused by the intentiona or willful and wanton misconduct of the receiver.

(6) (&) In alegal action in which the receiver is a defendant, the portion of a settlement

relating to the alleged act, error, or omission of the receiver is subject to the approval of the court

before which the delinguency proceeding is pending.

(b) The court shall not approve that portion of the settlement if it determines:

(i) that the claim did not arise out of or by reason of the receiver's duties or employment;

(ii) that the claim was caused by the intentional or willful and wanton misconduct of the

receive.
(7) (a) Subsection (2) applies to any suit based in whole or in part on any alleged act, error,

or omission that takes place on or after May 3, 1999.

(b) A legal action may not be filed or maintained against the receiver based in whole or

in part on any alleged act, error, or omission which took place prior to May 3, 1999, unless on or
before November 3, 1999:

(i) suitisfiled; and

(i) valid service of processis obtained.
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(c) Subsections (3) through (6) apply to any suit that is pending on or filed after May 3,

1999, without regard to when the alleged act, error, or omission took place.
(8) This section:
(a) does not apply to an action brought by or on behalf of the receiver; and

(b) may not be interpreted or applied to deprive the receiver of any immunity, indemnity,

benefits of law, rights, or any defense otherwise available to the receiver.
Section 29. Section 31A-27-307 is amended to read:
31A-27-307. Groundsfor liquidation.
The commissioner may apply by verified petition to the Third District Court for Salt Lake

County or to the district court of the county in which the principal office of the insurer is located,
for an order directing the commissioner to liquidate a domestic insurer or an alien insurer
domiciled in this state on any of the following grounds:

(1) any ground on which the commissioner may apply for an order of rehabilitation under
Section 31A-27-301, whenever the commissioner believes that attempts to rehabilitate the insurer
would:

(@) substantially increase the risk of lossto:

(i) itscreditorg[;];

(ii) its policyholderd[;]; or

(i) the publicf;]; or [would]

(b) befutile, or that rehabilitation would serve no useful purpose;

(2) that theinsurer isinsolvent or is about to become insolvent as defined in [Subsection]
Section 31A-1-301[(39)];

(3) that the insurer isin the condition that the further transaction of business would be
hazardous, financially or otherwise, to its policyholders, its creditors, or the public, including the
occurrence of an authorized control level event as defined in Section 31A-17-605;

(4) that theinsurer:

(a) during the previous 12 months:

(i) has not transacted the business of insurance [during the previous-12-monthsor];

(ii) hastransacted only atoken insurance business [duringthat pertod;] athough
authorized to do so throughout that period(;]; or [that]

(b) more than 12 months after incorporation [it], has failed to become authorized to do an
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insurance business,

(5) that during the previous 12 months, the insurer has systematically attempted to
compromise with its creditors or renegotiate previously agreed settlements on the ground that it
isfinancialy unable to pay itsclamsin full;

(6) that the insurer has commenced, or within the previous year has attempted to
commence, voluntary liquidation otherwise than under thistitle;

(7) that the insurer has concealed records or assets from the commissioner or improperly
removed them from the jurisdiction;

(8) that the insurer does not satisfy the requirements that would be applicable if it were
seeking initial authorization to do an insurance business in this state, except for:

(a) requirements that are intended to apply only at the time the initial authorization to do
businessis obtained and not after that time; and

(b) requirements that are expressly made inapplicable by the laws establishing the
requirements;

(9) that the holders of 2/3 of the shares entitled to vote, or 2/3 of the members or
policyholders entitled to vote in an insurer controlled by its members or policyholders, have
consented to the petition; or

(20) the conditions of Subsection 31A-1-106(7) are present.

Section 30. Section 31A-27-310 is amended to read:

31A-27-310. Liquidation orders.

(1) (& An order to liquidate the business of a domestic insurer shall:

(i) appoint the commissioner and each of [his] the commissioner's successors in office as
liquidator; and [shat]

(ii) direct the liquidator to immediately take possession of the assets of the insurer and to

administer them under the orders of the court.

(b) Except as qualified by Section 31A-27-309, the liquidator is vested by operation of law
with the title to all of the property, contracts, and rights of action and al of the books and records
of the insurer ordered liquidated, wherever located, as of the date of the filing of the petition for
liquidation.

() Theliquidator may recover and reduce them to possession, except that ancillary
receiversin reciprocal states have, as to assets located in their respective states, the rights and
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powers prescribed in Subsection 31A-27-404(3) for ancillary receivers appointed in Utah asto
assets located in Utah.

(d) Thefiling or recording of the order of liquidation with [any] a county recorder in Utah
or equivalent agency outside of Utah imparts the same notice as a deed, bill of sale, or other

evidence of title properly filed or recorded with that county recorder in Utah or equivalent agency
outside of Utah.
(2) Upon issuance of the order of liquidation, the rights and liabilities of the named insurer

and of its creditors, policyholders, shareholders, members, and all other persons interested in its
estate are fixed as of the date of filing the petition for liquidation, except as provided in Sections
31A-27-311 and 31A-27-330.

(3) An order to liquidate the business of an alien insurer domiciled in Utah shall be in the
same terms and has the same legal effect as an order to liquidate a domestic insurer, except that
the assets and the business in the United States shall be the only assets and business included under
the order.

(4) (&) Atthetime of petitioning for an order of liquidation, or at any time [thereafter;]
after the petition the commissioner may petition the court to declare the insurer insolvent[;-and
after].

(b) After the notice and hearing on a petition under Subsection (4)(a) that the court
considers proper, the court may make the declaration.

Section 31. Section 31A-27-323 is amended to read:

31A-27-323. Setoffs.

(1) Mutual debts or mutual credits between the insurer and another person in connection

with any action or proceeding under this chapter shall be set off and only the balance shall be
allowed or paid, except as provided in Subsection (2).

(2) A setoff may not be allowed in favor of any person under any of the following
conditions if:

() [H] the obligation of the insurer to the person:

(i) isillusory; or

(ii) would not at the date of the filing of a petition for liquidation entitle the person to share
as aclaimant in the assets of the insurer;

(b) [#] the obligation of the insurer was purchased by or transferred to the person asserting
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it within 120 days prior to the petition for liquidation or with a view to its being used as a set off;
or

(c) [H] the obligation of the person is.

(i) to pay an assessment levied against the members or subscribers of the insurer[;-oris|;

(ii) to pay abaance upon a subscription to the capital stock of the insurer[;]; or [ig]

iif) in any other way in the nature of a capital contribution.

(3) [Subsections] Subsection (2)[{b)y-and<(2){€)] may not be construed to deny areinsurer
itsright to set off amounts due from the direct insurer against reinsurance proceeds to be paid to
the direct insurer or its rehabilitator or liquidator.

Section 32. Section 31A-27-328 is amended to read:

31A-27-328. Filing of claims.

(1) Proof of all claims shall be filed with the liquidator in the form required by Section
31A-27-329 on or before the last day for filing specified in the notice required under Section
31A-27-315, except that:

(@) proof of claims under Subsections 31A-27-335(2)(a) and (2)(g) through (2)(i) need not
befiled at dl; and

(b) proof of claims for unearned premiums and claims for cash surrender values or other
investment valuesin life insurance and annuities need not be filed unless the liquidator expressy
requires it.

(2) (& Theliquidator may permit a claimant making alate filing to share in distributions,
whether past or future, asif the claim were not late, to the extent that the payment will not
prejudice the orderly administration of the liquidation, if one of the following exists:

[(a)—The] (i) (A) the existence of a claim was not known to the claimant [who]; and
(B) the claim was filed as promptly as reasonably possible after learning of it; [or-the

[{b)—The] (ii) the claim was.

(A) for unearned premiums or for cash surrender values or other investment valuesin life

insurance or annuities which was not required to be filed[;-was];
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(B) omitted from the liquidator's recommendations to the court under Section
31A-27-336[;]; and [was]

(C) filed as promptly as reasonably possible after the claimant learned of the omission[:];

[(€)—A] (iii) atransfer to a creditor was.

(A) avoided under Section 31A-27-319, Section 31A-27-320, or Section 31A-27-321; or
[was]

(B) voluntarily surrendered under Subsection (5)[-].

[(d)—Valuation] (iv) valuation under Section 31A-27-334 of security held by a secured
creditor shows a deficiency, which is filed within 30 days after the valuation[:];

[(e)—The] (v) the clam was:

(A) contingent and became absolutel;]; and [was]

(B) filed within 30 days after it became absolute[:]; or

[(f)—The] (vi) the claim was late for some other good cause.

(b) Until the late claim has been paid in full, a claimant described in Subsection (2)(a)(i)
shall receive at each distribution:

(i) the same percentage of the amount allowed on the late claim as is then being paid to

other claimants of the same priority; plus

(ii) the same percentage of the amount allowed on the late claim as is then being paid to

clamants of any lower priority.
(3) (@) Theliquidator shall consider any claim filed late [whieh] that is not covered by
Subsection (2), and permit it to receive distributions, other than the first distribution, which are

subsequently declared on any claims of the same or lower priority, if the payment does not
prejudice the orderly administration of the liquidation. [The]

(b) Until the late claim has been paid in full, a late-filing claimant permitted to receive
distributions under Subsection (3)(a) shall receive;] at each distribution[;]:

(i) the same percentage of the amount allowed on the late claim asis then being paid to

other claimants of the same priority; plus
(ii) the same percentage of the amount allowed on the late claim asis then being paid to
clamants of any lower priority. [Thi i i - Tid - reHn-futh]

(4) Claims by guaranty associations under Chapter 28 shall be filed periodically by the
associations pursuant to rules adopted by the commissioner. These claims shall sharein all
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subsequently declared distributions as if they were not late.

(5) (@) [Noeetams] A cam of acreditor who has received or acquired a preference, lien,
conveyance, transfer, assignment, or encumbrance, which is voidable under this chapter, may not
be allowed unless the creditor surrenders the preference, lien, conveyance, transfer, assignment,
or encumbrance.

(b) If the avoidance is effected by a proceeding in which afinal judgment has been entered,
the claim may not be allowed unless the money is paid or the property is delivered to the liquidator
within 30 days from the date of the entering of the final judgment, except that the court having
jurisdiction over the liquidation may allow further time if there is an appeal or other continuation
of the proceeding.

(6) A claim alowable under Subsection (5) by reason of the avoidance, whether voluntary
or involuntary, of a preference, lien, conveyance, transfer, assignment, or encumbrance may be
filed as an excused late filing under Subsection (2) if it isfiled within:

(a) 30 daysfrom the date of the avoidance; or [within]

(b) the further time allowed by the court under Subsection (5).

Section 33. Section 31A-27-332 is amended to read:

31A-27-332. Disputed claims.

(1) (8 When aclaimisdisallowed in whole or in part by the liquidator, written notice of
the determination and of the right to object shall be given promptly to the claimant or the
claimant's attorney of record, if any, by first-class mail at the addresses shown in the proof of
clam.

(b) (1) Within 60 days from the mailing of the notice required by Subsection (1)(a), the
clamant may file objections with the court.

(ii) If objections are not filed within [that] the period provided in Subsection (1)(b)(i), the
claimant may not further object to the determination.

(2) (8 Whenever objections are filed with the court and the liquidator does not ater [his]
the liquidator's ruling, the liquidator shall ask the court for a hearing as soon as practicable.

(b) The court shall issue an order setting a date as early as possible[;-but-no-sooner-than
20-days-after the order].

(c) At the request of the liquidator, the court may establish procedures for the objections

hearing.
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(d) Theliquidator shall give notice of the hearing by first-class mail to:

(i) the claimant or [hig] the claimant's attorney; and [to]

(ii) any other persons directly affected]
dateof the hearing].

(e) A hearing shall be heard without ajury.

(f) The matter may be heard by:

(i) the court; or [by]

(ii) acourt-appointed referee [whe).

(q) _If arefereeis appointed under Subsection (2)(f), the referee shal:

(1) review and be limited to the evidence upon which the liquidator made the determination

of the claims; and

(ii) submit to the court findings of fact together with [his] recommendations.
(h) Consistent with Subsection 31A-27-336(2), the court may approve, disapprove, or

modify the liquidator's determination of or referee's recommendations on a claim.

(3) A court order issued after a hearing and pursuant to this section may be appedled asa
final order for purposes of Rule 54 of the Utah Rules of Civil Procedure.

Section 34. Section 31A-27-335 is amended to read:

31A-27-335. Priority of distribution.

(1) (&) Every claim in each class of claims from the insurer's estate shall be paid in full or
adequate funds retained for the payment before the members of the next class receive any payment.

(b) Oncethe funds are retained by the liquidator and approved by the court, the insurer's
estate shall have no further liability to members of that class except to the extent of the retained
funds and any other undistributed funds.

[{b)] (c) Subclasses may not be established within any class.

[feyNo] (d) A claim by a shareholder, policyholder, or other creditor [shalt] may not be
permitted to circumvent the priority classes through the use of equitable remedies.

(2) The classes and order of distribution are as [foltows:] described in Subsections (2)(a)

through (i).
(a) Classoneisthe costs and expenses of administration expressly approved by the

liquidator, including:
(i) the actual and necessary costs of preserving or recovering the assets of the insurer;
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(i) compensation for all authorized services rendered in the supervision, rehabilitation,
or liquidation;

(iii) any necessary filing fees;

(iv) the fees and mileage payable to witnesses; and

(v) reasonable attorney's fees and other professional services rendered in the supervision,
rehabilitation, or liquidation.

(b) (i) Classtwo isthe administrative expenses of guaranty associations.

(i) For purposes of this section, "administrative expenses of a guaranty association” means
the reasonabl e expenses incurred by a guaranty association:

(A) when the expenses are not payments or expenses that are required to be incurred as
direct policy benefitsin fulfillment of the terms of the insurance contract or policy[;]: and

(B) that are of the type and nature that, but for the activities of the guaranty association,
otherwise would have been incurred by the liquidator, including:

[(A)] (1) evaluations of policy coverage;

[(B)] (11) activitiesinvolved in the adjustment and settlement of claims under policies,
including those of in-house or outside adjusters; and

[(C)] (111) the reasonable expenses incurred in connection with the arrangements for
ongoing coverage through transfer to other insurers, policy exchanges, or maintaining policiesin
force.

(i) Theliquidator may in the liquidator's sole discretion approve as an administrative
expense of a guaranty association any other reasonable expenses of the guaranty association if the
liquidator finds:

(A) the expenses are not expenses required to be paid or incurred as direct policy benefits
by the terms of the policy; and

(B) the expenses were incurred in furtherance of activities that provided material economic
benefit to the estate as awhole, irrespective of whether the activities resulted in additional benefits
to covered claimants.

(iv) The court shall approve the expenses approved by the liquidator under Subsection
(2)(b)[(iv)] (i) unless the court finds the liquidator abused the liquidator's discretion in approving
the expenses.

(o) (i) Classthreeisall claimsunder policies for losses incurred including:
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(A) clamsof the federal, state, or local government;

(B) third party claims;

(C) clamsfor unearned premiums; and

(D) claimsof a guaranty association, other than those included in class two, including
claims for payment of covered claims or covered obligations of the insurer.

(if) All claims under life and health insurance and annuity policies shall be treated as loss
claims.

(iif) That portion of any loss for which indemnification is provided by other benefits or
advantages recovered or recoverable by the claimant are not included in this class, other than
benefits or advantages recovered or recoverable in discharge of familial obligations of support, by
way of succession at death, as proceeds of life insurance, or as gratuities. [Noe] A payment made
by an employer to the employer's employee may not be treated as a gratuity.

(iv) Notwithstanding Subsections (2)(c)(i), (ii), and (iii), the following claims shall be
excluded from class three priority:

(A) obligations of the insolvent insurer arising out of reinsurance contracts,

(B) obligationsincurred after:

(I) the expiration date of the insurance policy;

(I1) the policy has been replaced by the insured [or];

(111 the policy has been canceled at the insured's request; or

[(HH)] (IV) the policy has been canceled as provided in the chapter;

(C) obligationsto insurers, insurance pools, or underwriting associations and their clams

for contribution, indemnity, or subrogation, equitable or otherwise;

(D) any clam that isin excess of any applicable limits provided in the insurance policy
issued by the insolvent insurer;

(E) any amount accrued as punitive or exemplary damages unless expressly covered under
the terms of the policy; and

(F) tort clams of any kind against the insurer, and claims against the insurer for bad faith
or wrongful settlement practices.

(v) Notwithstanding Subsection (2)(c)(iv)(B), unearned premium claims on policies, other
than relnsurance agreements, may not be excluded.

(d) Classfour isclaims of the federal government other than those claims included under
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2415  classthree.

2416 (e) (i) Classfiveisdebts due employees for services, benefits, contractual or otherwise
2417  due, arising out of reasonable compensation to employees for services performed:

2418 (A) to the extent that they:

2419 (1) do not exceed two months of monetary compensation; and

2420 (11) represent payment for services performed within six months before the filing of the
2421  petition for liquidation; or[;]

2422 (B) if rehabilitation preceded liquidation, within one year before the filing of the petition
2423  for rehabilitation.

2424 (i) Principal officers and directors are not entitled to the benefit of class five priority

2425  except as otherwise approved by the liquidator and the court.

2426 (iii) Classfive priority shall bein lieu of any other smilar priority that may be authorized
2427 by law asto wages or compensation of employees.

2428 (f) (i) Classsixisclamsof:

2429 (A) any person, including claims of state or local governments, except those specifically
2430 classified esewherein this section[;]; or [etaimsof]

2431 (B) attorneys for fees and expenses owed them by a person for services rendered in

2432  opposing aforma delinquency proceeding.

2433 (if) To provethe clam for attorneys fees and expenses, the claimant shall show that:
2434 (A) theinsurer that isthe subject of the delinquency proceeding incurred the fees and
2435  expenses based on its best knowledge, information, and belief, formed after reasonable inquiry
2436  indicating opposition was.

2437 (1) inthe best interests of the person[;-was];

2438 (1) well grounded in fact[;]; and [was]

2439 (1) warranted by existing law or a good faith argument for the extension, modification,
2440  or reversa of existing law[;]; and [that]

2441 (B) opposition was not pursued for any improper purpose, such asto:

2442 (1) harass[orto];

2443 (1) cause unnecessary delay; or

2444 (1) cause needlessincrease in the cost of litigation.

2445 (g9) (i) Classsevenisclamsof any state or local government for a penalty or forfeiture,
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but only to the extent of the pecuniary loss sustained from the act, transaction, or proceeding out
of which the penalty or forfeiture arose, including the reasonable and actual costs incurred from
the act, transaction, or proceeding.

(i) Theremainder of the claims shall be postponed to class eight claims.

(h) Classeightis:

(i) surplus or contribution notes or similar obligations,

(i) premium refunds on assessable policies;

(iii) interest on claims of classes one through seven; and

(iv) any other claims specifically subordinated to this class.

(i) Classnineisclams of shareholders or other owners, including policyholders of a
mutual insurance corporation within the limits of Subsection 31A-27-337(4)(b) except as they may
be qualified in class three or four.

(3) (@ If the liquidator determines that the assets of the estate will be sufficient to pay all
classone claimsin full, class two claims shall be paid currently, only after the liquidator secures
from each of the guaranty associations receiving disbursements under this section an agreement
to return to the liquidator the disbursements, together with investment income actually earned on
the disbursements, as may be required to pay class one clams.

(b) A guaranty association entering into an agreement under Subsection (3)(a) may not be
required to post a bond.

(4) Asto anonprofit corporation organized and operating under Chapter 7 with assets not
fully liquidated under Subsections (1) and (2), the remaining assets shall be distributed under
Subsections 16-6-70(2), (3), (4), and (5).

(5) (@) If any claimant of this state, another state, or foreign country [shaltbe] is entitled
to or [shaltrecetve] receives adistribution upon the claimant's claim out of a statutory deposit or
the proceeds of any bond or other asset |ocated in another state or foreign country, unless the
deposit or proceeds shall have been delivered to the domiciliary liquidator, the claimant is not
entitled to any further distribution from the liquidator until and unless al other claimants of the
same class, irrespective of residence or place of the acts or contracts upon which their claims are
based, shall have received an equal distribution upon their claims.

(b) After the equalization under Subsection (5)(a), the claimants of the same class are
entitled to share in the further distributions by the liquidator, along with and like all other creditors
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of the same class, wherever the claimants reside.

(6) Upon the declaration of adistribution, the liquidator shall apply the amount of the
distribution against any indebtedness owed to the insurer by the person entitled to the distribution.
There shall be no claim allowed for and deductible charged by a guaranty association or entity
performing asimilar function.

(7) This section applies retrospectively to any proceeding under this chapter initiated after
January 1, 1992.

Section 35. Section 31A-30-104 is amended to read:

31A-30-104. Applicability and scope.

(1) Thischapter appliesto any:

(@) health benefit plan that provides coverage to:

(i) individuald;];

(i) small employer groupg;]: or

(iii) both Subsections (1)(a)(i) and (ii); or

(b) conversion policy for purposes of Section 31A-30-106.5.

(2) (a) Except as provided in Subsection (2)(b), for the purposes of this chapter, carriers
that are affiliated companies or that are eligible to file a consolidated tax return shall be treated as
one carrier and any restrictions or limitations imposed by this chapter shall apply asif al hedth
benefit plans delivered or issued for delivery to covered insureds in this state by [sueh] the
affiliated carriers were issued by one carrier.

(b) An affiliated carrier that is a health maintenance organization having a certificate of
authority under thistitle may be considered to be a separate carrier for the purposes of this chapter.

(c) Unless otherwise authorized by the commissioner, a covered carrier may not enter into
one or more ceding arrangements with respect to health benefit plans delivered or issued for
delivery to covered insureds in this state if such arrangements would result in less than 50% of the
insurance obligation or risk for such health benefit plans being retained by the ceding carrier.

(d) The provisions of Section 31A-22-1201 apply if a covered carrier cedes or assumes al
of the insurance obligation or risk with respect to one or more health benefit plans delivered or
issued for delivery to covered insureds in this state.

(3) (&) A Taft Hartley trust created in accordance with Section 302(c)(5) of the Federdl
Labor Management Relations Act, or a carrier with the written authorization of such atrust, may
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make a written request to the commissioner for awaiver from the application of any of the
provisions of Subsection 31A-30-106(1) with respect to a health benefit plan provided to the trust.

(b) The commissioner may grant such awaiver if the commissioner finds that application
with respect to the trust would:

() have asubstantial adverse effect on the participants and beneficiaries of the trust; and

(i) require significant modifications to one or more collective bargaining arrangements
under which the trust is established or maintained.

(c) A waiver granted under this [subsection] Subsection (3) may not apply to an individual
if the person participates in such atrust as an associate member of any employee organization.

(4) A carrier who offersindividua and small employer health benefit plans may use the
small employer index rates to establish the rate limitations for individua policies, even if some
individual policies are rated below the small employer base rate.

(5) Sections 31A-30-106, 31A-30-106.5, 31A-30-106.7, 31A-30-107, 31A-30-108, and
31A-30-111 apply to:

(&) any insurer engaging in the business of insurance related to the risk of a small employer

for medical, surgical, hospital, or ancillary health care expenses of its employees provided as an

employee benefit; and

(b) any contract of an insurer, other than a workers compensation policy, related to the risk

of asmall employer for medical, surgical, hospital, or ancillary health care expenses of its

employees provided as an employee benefit.

(6) The commissioner may make rules requiring that the marketing practices be consistent

with this chapter for:

(a) aninsurer and its agent;

(b) aninsurance broker; and

(c) an insurance consultant.
Section 36. Section 31A-32a-101 is enacted to read:
CHAPTER 32a. MEDICAL CARE SAVINGSACCOUNT ACT
31A-32a-101. Titleand scope.
(1) This chapter is known as the "Medical Care Savings Account Act.”
(2) (&) This chapter applies only to medical care savings accounts established for the
purpose of seeking atax deduction under Section 59-10-114.
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(b) This chapter does not apply to medical care savings accounts that will not be subject
to tax deductions under Section 59-10-114.

Section 37. Section 31A-32a-102 is enacted to read:

31A-32a-102. Definitions.

As used in this chapter:

(1) "Account administrator" means any of the following:

(a) adepository institution as defined in Section 7-1-103;

(b) atrust company as defined in Section 7-1-103;

(c) an insurance company authorized to do businessin this state under this title;

(d) athird party administrator licensed under Section 31A-25-203; and

(e) an employer if the employer has a self-insured health plan under ERISA.

(2) "Account holder" means the resident individual who establishes a medical care savings

account or for whose benefit a medical care savings account is established.

(3) "Deductible' means the total deductible for an employee and all the dependents of that

employee for a calendar vear.

(4) "Dependent” means the same as "dependent” under Section 31A-30-103.

(5) "Eligible medical expense" means an expense paid by the taxpayer for:

(a) medical care described in Section 213(d), Internal Revenue Code;

(b) the purchase of ahealth coverage policy, certificate, or contract, including a qualified
higher deductible health plan; or

(c) premiums on long-term care insurance policies as defined in Section 31A-22-1402.

(6) "Employee" means the individual for whose benefit or for the benefit of whose

dependents a medica care savings account is established. Employee includes a self-employed

individual.

(7) "ERISA" means the Employee Retirement Income Security Act of 1974, Public Law
93-406, 88 Stat. 829.

(8) "Higher deductible" means a deductible of not less than $1,000.

(9) "Medical care savings account” or "account” means a trust account established at a

depository institution in this state pursuant to a medical care savings account program to pay the

gligible medical expenses of:

(a) an employee or account holder; and
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(b) the dependents of the employee or account holder.

(10) "Medical care savings account program' or "program” means one of the following

programs:
() _aprogram established by an employer in which the employer:

(i) purchases a qualified higher deductible health plan for the benefit of an employee and

the employee's dependents; and

(ii) contributes on behalf of an employee into a medical care savings account; or

(b) aprogram established by an account holder in which the account holder:

(i) purchases a qualified higher deductible health plan for the benefit of the account holder

and the account holder's dependents; and

(ii) contributes an amount to the medical care savings account.
(11) "Quadlified higher deductible heath plan" means a health coverage policy, certificate,
or contract that:

(a) providesfor payments for covered benefits that exceed the higher deductible; and
(b) is purchased by:
(i) an employer for the benefit of an employee for whom the employer makes deposits into

amedical care savings account; or

(if) an account holder.

Section 38. Section 31A-32a-103 is enacted to read:
31A-32a-103. Establishing medical care savings accounts.
(1) For tax years beginning 1995, both of the following apply:

(a) _an employer, except as otherwise provided by contract or a collective bargaining

agreement, may offer a medical care savings account program to the employer's employees; and

(b) aresident individual may establish a medical care savings account program for the

individual or for the individual's dependents.

(2) A contribution into an account made by an employer on behalf of an employee, or

made by an individua account holder may not exceed the greater of:

(a) (i) $2,000in any tax year; or

(ii) an amount of money equal to the sum of all digible medical expenses paid by the

employee or account holder in that tax year on behaf of the employee, account holder, or the

employee's or account holder's dependents.
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(b) For purposes of Subsection (2)(a)(ii), eligible medical expenses as defined in
Subsection 31A-32a-102(5)(a), are limited to expenses in that tax year which an insurance carrier

has applied to the employee's or account holder's deductible.

(3) An employer that offers a medical care savings account program shall, before making

any contributions:

(a) inform all employees in writing of the fact that these contributions may not be
deductible under the federa tax laws; and
(b) obtain from the employee awritten election to participate in the medical care savings

account program.
(4) Except as provided in Sections 31A-32a-105 and 59-10-114, principa contributed to
and interest earned on a medical care savings account and money reimbursed to an employee or

account holder for eligible medical expenses are exempt from taxation.

(5) (&) An employer may select a single account administrator for al of the employer's

employee's medical care savings accounts.

(b) If asingle account administrator is not selected, an employer may contribute directly

to the account holder's individual medical care savings account.
Section 39. Section 31A-32a-104 is enacted to read:
31A-32a-104. Administration of medical care savings account.

(1) An account administrator shall administer the medical care savings account from which

the payment of claims is made and has afiduciary duty to the person for whose benefit the account

administrator administers an account.
(2) (a) Except as provided in Subsection 31A-32a-105(1), the account administrator shall
use the funds held in amedica care savings account solely for the purpose of paying or

reimbursing the employee or account holder for eligible medical expenses of the employee or

account holder or of the employe€e's or account holder's dependents.

(b) The commissioner shall adopt rules concerning the coordination of benefits between

amedica care savings account and medical expenses payable from automobile insurance policies,

workers compensation insurance policies, or other health care insurance policies or contracts.

(3) The employee or account holder may submit documentation of eligible medical

expenses paid by the employee or account holder in the tax year to the account administrator, and

the account administrator shall reimburse the employee or account holder from the employee's or
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account holder's account for eigible medical expenses.

(4) 1If an employer makes contributions to a medical care savings account program on a

periodic installment basis, the employer may advance to an employee an amount necessary to

cover eligible medica expenses incurred that exceed the amount in the employee's medical care

savings account at the time the expense is incurred if the employee agrees to repay the advance.
Section 40. Section 31A-32a-105 is enacted to read:
31A-32a-105. Withdrawals-- Termination -- Transfers.
(1) Subject to Subsection (3), if the employee or account holder withdraws money for any

purpose other than a medical expense at any time in which the balance in the account is below
$4.,000 all of the following apply:
(a) the amount of the withdrawal isincome for the purposes of Title 59, Chapter 10,

Individual Income Tax Act; and
(b) the administrator shall withhold from the amount of the withdrawal, and on behalf of
the employee or account holder shall pay a penalty to the State Tax Commission equal to 10% of

the amount of the withdrawal.

(2) If an employee or account holder withdraws money from the employee's or account

holder's medical care savings account for any purpose other than a medical expense, but the

withdrawal occurs when the balance in the medical care savings account is over $4,000, and the

withdrawal will not result in the account balance dropping below $4.000, the withdrawal:
(a) is not subject to the penalties described in Subsection (1)(b); and
(b) issubject to taxation as provided in Subsection (1)(a).

(3) _The amount of a disbursement of any assets of a medical care savings account pursuant
to afiling for protection under Title 11 of the United States Code, 11 U.S.C. 101 to 1330 by an
employee, account holder, or person for whose benefit the account was established:

() isnot considered awithdrawal for purposes of this section; and

(b) issubject to taxation under Title 59, Chapter 10, Individual Income Tax Act.

(4) (a) Upon the death of the employee or account holder, the account administrator shall

distribute the principal and accumulated interest of the medica care savings account to the estate

of the employee or account holder.
(b) A distribution under this Subsection (4) is not subject to the penalties described in
Subsection (1)(b).
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(5) (a) If an employeeisno longer employed by an employer that participates in amedical

care savings account program, and if the employee's account is administered by the employer's

account administrator, the money in the medical care savings account may be used for the benefit

of the employee or the employee's dependents in accordance with this chapter, and remains exempt

from taxation if:

(i) the employee, not more than 60 days after the employeesfina day of employment:

(A) transfers the account to a new account administrator; or

(B) reguestsin writing to the former employer's account administrator that the account

remain with that administrator; and

(ii) the account administrator agrees to retain the account.

(b) Not more than 30 days after the expiration of the 60 days, if an account administrator

has not accepted the former employee's account, the employer shall mail a check to the former

employee at the employee's last-known address equal to the amount in the account on that day.

(c) The amount mailed to the employee is subject to taxation pursuant to Subsection (1)(a),

but is not subject to the penalties under Subsection (1)(b).
(d) If an employee becomes employed with a different employer that participatesin a

medical care savings account program, the employee may transfer the employee's medical care

savings account to that new employer's account administrator.

(e) If an account holder becomes an employee of an employer that participates in a medical

care savings account program, the account holder may transfer the account holder's account to the

employer's account administrator.
Section 41. Section 31A-32a-106 is enacted to read:
31A-32a-106. Regulation of account administrators-- Administration of tax

deductions.
(1) The department shall regulate account administrators and may adopt rules necessary

to administer this chapter.

(2) Before adopting rules to administer this chapter, the department shall report the
proposed rules to the Utah Health Policy Commission.

(3) The tax commission may adopt rules necessary to monitor and implement the tax
deductions established by this chapter and Section 59-10-114.

Section 42. Section 31A-32a-107 is enacted to read:
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31A-32a-107. Penaltiesfor noncompliance with tax requirements.

An account administrator who fails to comply with the statutes and rules governing the tax
deduction established by this chapter and Section 59-10-114 is subject to:

(1) the civil penalties provided in Section 59-1-401; and

(2) interest at the rate and in the manner provided in Section 59-1-402.

Section 43. Section 31A-35-201 is amended to read:

31A-35-201. Bail Bond Surety Oversight Board creation -- Member ship.

(1) Thereiscreated aBail Bond Surety Oversight Board within the [insurance]
department, consisting of:

(a) thefollowing seven voting members [and-one nonvoting-member;] to be appointed by
the [insurance] commissioner:

[(a)] (i) one representative each from four licensed bail bond surety companies;

[(b)] (ii) two members of the genera public who do not have any financia interest in or
professiona affiliation with any bail bond surety company; and

[(e)] (iii) one attorney in good standing licensed to practice law in Utah; and

[(e)y—one] (b) anonvoting member who isa staff member of the insurance department

appointed by the commissioner.

(2) (@) The appointments are for terms of four years. A board member may not serve more
than two consecutive terms.

(b) Except as required by Subsection (2)(c), the [eurrent] members as of May 5, 1998, of
the Bail Bond Surety Licensing Board created under Section 77-20-11 shall serve the remainder
of their terms as members of the board. Upon expiration of their terms they are eligible for

appointment to another term.

() Theinsurance commissioner shall, at the time of initial appointments, adjust the length
of terms to ensure that the terms of board members are staggered so approximately half of the
board is appointed every two years.

(3) [Boardmembersserve] A board member serves until:

(&) removed by the insurance commissioner;

(b) [thett] the member's resignation; or
(c) theexpiration of [thetf] the member's term and the appointment of a successor.
(4) When avacancy occursin the membership for any reason, the replacement shall be
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appointed for the remainder of the unexpired term.

(5) The board shall annually elect one of its members as chair.

(6) Four members constitute a quorum for the transaction of business.

(7) (8 Members do not receive compensation or benefits for their services, but may
receive per diem and expenses incurred in the performance of official duties at the rates established
by the Division of Finance under Sections 63A-3-106 and 63A-3-107.

(b) Members may decline to receive per diem and expenses for their services.

(8) The commissioner, after a board hearing and recommendation, may remove any

member of the board for misconduct, incompetency, or neglect of duty.

(9) Members of the board are immune from suit with respect to all acts done and actions

taken in good faith in carrying out the purposes of this chapter.
Section 44. Section 31A-35-202 is amended to read:
31A-35-202. Board responsibilities.
The board shall:
(1) meet;
(a) a least quarterly[;]; and [also]
(b) at thecall of the chair;
(2) make written recommendations to the [insurance] commissioner for rules governing

the following aspects of the bail bond surety insurance business:

(a) certification qualifications, applications, and fees;

(b) bonding limits;

(c) unprofessiona conduct;

(d) procedures for hearing and resolving allegations of unprofessional conduct; and

(e) sanctions for unprofessional conduct;

(3) screen bail bond surety company certificate applicants and applications;

(4) recommend to the insurance commissioner action regarding the granting, renewing,
suspending, revoking, and reinstating of bail bond surety company certificates; and

(5 (& conduct investigations of allegations of unprofessional conduct on the part of
persons or sureties involved in the business of bail bond surety insurance; and

(b) provide the results of the investigations to the insurance commissioner with
recommendations for action and any appropriate sanctiong];-and].
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2756

2757 Section 45. Section 31A-35-301 is amended to read:

2758 31A-35-301. Theinsurance commissioner'sauthority.

2759 (1) The [insurance] commissioner shall:

2760 (8 make rules as necessary for the administration of this chapter;

2761 (b) with information as provided by the board, issue or deny certification under this
2762  chapter; [and]

2763 (c) take action regarding a certificate, including suspension or revocation; and

2764 (d) maintain and publish a current list of licensed bail bond surety companies and agents.
2765 (2) The [insdrance] commissioner may establish fees for the issuance, renewal, and

2766 reinstatement of bail bond surety company certificates of authority under Section 63-38-3.2.

2767 Section 46. Section 31A-35-701 is amended to read:

2768 31A-35-701. Prohibited acts.

2769 (1) A bail bond agent or bail bond surety may not:

2770 (a) solicit businessin or about any place where persons in the custody of the state or any

2771 local law enforcement or correctional agency are confined, or in or about any court;

2772 (b) pay afeeor rebate or give or promise anything of value to any person in order to secure
2773 asettlement, compromise, remission, or reduction of the amount of any undertaking or bail bond,;
2774 (c) pay afee or rebate or give anything of value to an attorney in regard to any bail bond
2775  matter, except payment for legal services actually rendered for the bail bond agent or bail bond
2776  surety; [of]

2777 (d) pay afeeor rebate or give or promise anything of value to the principal or anyonein
2778  hisbehdf;_or

2779 (e) engagein any other act prohibited by the commissioner by rule.

2780 (2) Thefollowing persons may not act as bail bond agents and may not, directly or

2781 indirectly, receive any benefits from the execution of any bail bond:

2782 (a) [any] aperson employed at any jail, correctional facility, or other facility used for the
2783  incarceration of persons;

2784 (b) alaw enforcement [offtecers] officer;

2785 (c) [judges] ajudge;

2786 (d) [sheriffs] asheriff, deputy [sheriffs] sheriff, [ane-constables] or constable; and
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(e) [trusteesorprisoners| atrustee or prisoner incarcerated in any jail, correctional facility,
or other facility used for the incarceration of persons.

(3) A bail bond agent may not sign or countersign in blank any bail bond, or give the
power of attorney to, or otherwise authorize, anyone to countersign [his] in the bail bond agent's

name to bonds.

(4) A bail bond agent may not advertise or hold himself out to be abail bond surety.

(5) The following persons or members of their immediate families may not solicit business
on behalf of abail bond surety or bail bond agent:

(a) aperson employed at any jail, correctional facility, or other facility used for the

incarceration of persons;

(b) alaw enforcement officer;

(c) ajudge

(d) asheriff, deputy sheriff, or constable; and

(e) atrustee or prisoner incarcerated in any jail, correctional facility, or other facility used

for the incarceration of persons.
Section 47. Section 49-5-301 is amended to read:
49-5-301. Contributions of members.

(1) The system shal be maintained on afinancially and actuarialy sound basis by means
of contributions made by the state, the employing units, and the active members of the system. For
purposes of determining contribution rates and benefits, the system is divided into two divisions
according to socia security coverage. Firefighters with on-the-job social security coverage are
Division A, and firefighters without on-the-job socia security coverage are Division B.

(2) Any city, town, special district, or county may elect to pay al or part of its members
required contributions, in addition to the required employer contributions. Any amount contributed
by acity, town, or county under this subsection shall vest to the member's credit as though the
member had made the contribution. The member's required contribution shall be reduced by the
amount that is paid by the employer.

(3 All contributions are credited to the account of the individual and held in trust for the
payment of benefits to the member or the member's beneficiaries. All member contributions are
100% vested and nonforfeitable.

(4) Each member is deemed to consent to monthly deductions. The payment of
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2818 compensation less retirement payroll deductionsis considered to be full payment of the salary of
2819  the employee.

2820 (5) The board shall report to the governor, the Legidature, and each employing unit under
2821 Division A or B the contribution rates and any adjustments necessary to maintain the system on
2822 afinanciadly and actuarialy sound basis, and the employer and employee shall pay the certified
2823  contribution rates.

2824 (6) Inaddition, there shall be paid to the Firefighters Retirement Trust Fund:

2825 (8) 50% of the annual tax for each year that is levied, assessed, and collected under Title
2826 59, Chapter 9, Taxation of Admitted Insurers, upon property insurance premiums, as defined by
2827  [Subsection] Section 31A-1-301 [(67)], and as applied to fire and alied lines insurance collected
2828 by insurance companies within the state; and

2829 (b) 10% of all money assessed and collected under Title 59, Chapter 9, Taxation of
2830  Admitted Insurers, upon life insurance premiums within the state. Payments to the fund shall be
2831 made annually until the prior service liability is liquidated, after which the tax revenue provided
2832  inthissubsection for the Firefighters Retirement Trust Fund ceases.

2833 Section 48. Section 59-9-105 is amended to read:
2834 59-9-105. Tax on certain insurersto pay for relative value study.
2835 (1) Eachinsurer providing coverage for motor vehicle liability, uninsured motorist, and

2836  persond injury protection shall pay to the State Tax Commission on or before March 31 of each
2837  year, atax of .01% on the total premiums received for these coverages during the preceding
2838 cadendar year from policies covering motor vehicle risksin this state.

2839 (2) The taxable premium under this section shall be reduced by al premiums returned or
2840 credited to policyholders on direct business subject to tax in this state.
2841 (3) All money received by the state under this section shall be deposited in the Genera

2842  Fund as adedicated credit for the purpose of providing funds to pay for any costs and expenses
2843  incurred by the Insurance Department:

2844 (&) in conducting, maintaining, and administering the relative value study referred to in
2845  Section 31A-22-307; and
2846 (b) to prepare, publish, and distribute publications relating to insurance and consumers of

2847 insurance as provided in Section 31A-2-208.
2848 Section 49. Section 59-10-114 is amended to read:
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59-10-114. Additionsto and subtractions from federal taxable income of an
individual.

(1) There shall be added to federal taxable income of aresident or nonresident individua:

() the amount of any income tax imposed by this or any predecessor Utah individual
income tax law and the amount of any income tax imposed by the laws of another state, the District
of Columbia, or a possession of the United States, to the extent deducted from federal adjusted
gross income, as defined by Section 62, Internal Revenue Code, in determining federal taxable
income,

(b) alump sum distribution allowable as a deduction under Section 402(e)(3), Internal
Revenue Code, to the extent deductible under Section 62(a)(8), Internal Revenue Code, in
determining federal adjusted gross income;

(c) 25% of the personal exemptions, as defined and calculated in the Internal Revenue
Code;

(d) awithdrawal from amedical care savings account and any penalty imposed in the
taxable year if:

(i) thetaxpayer did not deduct or include the amounts on his federal tax return pursuant
to Section 220, Internal Revenue Code; and

(if) the withdrawal is subject to Subsections [31A=32-105] 31A-32a-105(1) and (2); and

(e) the amount refunded to a participant under Title 53B, Chapter 8a, Higher Education
Savings Incentive Program, in the year in which the amount is refunded.

(2) There shall be subtracted from federal taxable income of aresident or nonresident
individua:

() theinterest or dividends on obligations or securities of the United States and its
possessions or of any authority, commission, or instrumentality of the United States, to the extent
includable in gross income for federal income tax purposes but exempt from state income taxes
under the laws of the United States, but the amount subtracted under this subsection shall be
reduced by any interest on indebtedness incurred or continued to purchase or carry the obligations
or securities described in this subsection, and by any expenses incurred in the production of
interest or dividend income described in this subsection to the extent that such expenses, including
amortizable bond premiums, are deductible in determining federal taxable income;

(b) 1/2 of the net amount of any income tax paid or payable to the United States after all



2880
2881
2882
2883
2884
2885
2886
2887
2888
2889
2890
2891
2892
2893
2894
2895
2896
2897
2898
2899
2900
2901
2902
2903
2904
2905
2906
2907
2908
2909
2910

H.B. 270 02-02-99 9:10 AM

allowable credits, as reported on the United States individual income tax return of the taxpayer for
the same taxable year;

(c) the amount of adoption expenses which, for purposes of this subsection, means any
actual medical and hospital expenses of the mother of the adopted child which are incident to the
child's birth and any welfare agency, child placement service, legal, and other fees or costs relating
to the adoption;

(d) amounts received by taxpayers under age 65 as retirement income which, for purposes
of this section, means pensions and annuities, paid from an annuity contract purchased by an
employer under a plan which meets the requirements of Section 404 (a)(2), Internal Revenue Code,
or purchased by an employee under a plan which meets the requirements of Section 408, Internal
Revenue Code, or paid by the United States, a state, or political subdivision thereof, or the District
of Columbia, to the employee involved or the surviving spouse;

(e) for each taxpayer age 65 or over before the close of the taxable year, a $7,500 personal
retirement exemption;

(f) 75% of the amount of the personal exemption, as defined and calculated in the Interna
Revenue Code, for each dependent child with a disability and adult with a disability who is
claimed as a dependent on a taxpayer's return;

(g) any amount included in federal taxable income that was received pursuant to any
federal law enacted in 1988 to provide reparation payments, as damages for human suffering, to
United States citizens and resident aliens of Japanese ancestry who were interned during World
War Il

(h) subject to the limitations of Subsection (3)(e), 60% of the amounts paid by the taxpayer
during the taxable year for health care insurance, as defined in Title 31A, Chapter 1, Insurance
Code, for the taxpayer, the taxpayer's spouse, and the taxpayer's dependents to the extent the
amounts paid for health insurance were not deductible under Sections 125, 162, or 213, Internal
Revenue Code, in determining federal taxable income;

(i) except as otherwise provided in this subsection, the amount of a contribution madein
the tax year on behalf of the taxpayer to amedical care savings account and interest earned on a
contribution to amedical care savings account established pursuant to Title 31A, Chapter [32] 323,
Medical Care Savings Account Act, to the extent the contribution is accepted by the account
administrator as provided in the Medical Care Savings Account Act, and if the taxpayer did not
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deduct or include amounts on his federal tax return pursuant to Section 220, Internal Revenue
Code. A contribution deductible under this subsection may not exceed either of the following:

(1) the maximum contribution allowed under the Medical Care Savings Account Act for
the tax year multiplied by two for taxpayers who file ajoint return, if neither spouse is covered by
health care insurance as defined in Section 31A-1-301 or self-funded plan that covers the other
spouse, and each spouse has a medical care savings account; or

(i) the maximum contribution allowed under the Medical Care Savings Account Act for
the tax year for taxpayers:

(A) who do not file ajoint return; or

(B) who fileajoint return, but do not qualify under Subsection (2)(i)(i); and

() the amount included in federal taxable income that was derived from money paid by
the taxpayer to the program fund and investment income earned on those payments under Title
53B, Chapter 8a, Higher Education Savings Incentive Program.

(3) (&) For purposes of Subsection (2)(d), the amount of retirement income subtracted for
taxpayers under 65 shall be the lesser of the amount included in federa taxable income, or $4,800,
except that:

(i) for married taxpayers filing joint returns, for each $1 of adjusted gross income earned
over $32,000, the amount of the retirement income exemption that may be subtracted shall be
reduced by 50 cents;

(i) for married taxpayers filing separate returns, for each $1 of adjusted gross income
earned over $16,000, the amount of the retirement income exemption that may be subtracted shall
be reduced by 50 cents; and

(iii) for individua taxpayers, for each $1 of adjusted gross income earned over $25,000,
the amount of the retirement income exemption that may be subtracted shall be reduced by 50
cents.

(b) For purposes of Subsection (2)(e), the amount of the personal retirement exemption
shall be further reduced according to the following schedule:

(i) for married taxpayers filing joint returns, for each $1 of adjusted gross income earned
over $32,000, the amount of the personal retirement exemption shall be reduced by 50 cents;

(i) for married taxpayers filing separate returns, for each $1 of adjusted gross income
earned over $16,000, the amount of the personal retirement exemption shall be reduced by 50
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cents; and

(iii) for individua taxpayers, for each $1 of adjusted gross income earned over $25,000,
the amount of the personal retirement exemption shall be reduced by 50 cents.

(c) For purposes of Subsections (3)(a) and (b), adjusted gross income shall be calculated
by adding to federal adjusted gross income any interest income not otherwise included in federa
adjusted gross income.

(d) For purposes of determining ownership of items of retirement income common law
doctrine will be applied in al cases even though some items may have originated from service or
investments in a community property state. Amounts received by the spouse of aliving retiree
because of the retiree's having been employed in a community property state are not deductible as
retirement income of such spouse.

(e) For purposes of Subsection (2)(h), a subtraction for an amount paid for health care
insurance as defined in Title 31A, Chapter 1, Insurance Code, is not alowed:

(i) for an amount that is reimbursed or funded in whole or in part by the federal
government, the state, or an agency or instrumentality of the federal government or the state; and

(i) for ataxpayer who is eligible to participate in a health plan maintained and funded in
whole or in part by the taxpayer's employer or the taxpayer's spouse's employer.

Section 50. Section 63-55-231 is amended to read:

63-55-231. Repeal dates, Title 31A.

(1) Section 31A-2-208.5, Comparison tables, isrepealed July 1, 2005.

(2) Section 31A-22-315, Motor Vehicle Insurance Reporting, is repealed July 1, 2000.

(3) Title31A, Chapter 31, Insurance Fraud Act, is repealed July 1, 2007.

[ 4 e ol1Ar apte viearcai al

Section 51. Repealer.

This act repeals:

Section 31A-23-306, Counter signatur e requirement.
Section 31A-25-101, Third party administrator defined.
Section 52. Legidative intent -- Retrospective oper ation.
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2973 (1) (a) By enacting Title 31A, Chapter 32a, Medical Care Savings Account Act, in this act,
2974  the L egidature intends to correct the inadvertent repeal of Title 31A, Chapter 32, Medical Care
2975  Savings Account Act, repealed under Section 63-55-231 beginning with the 1999 taxable year.
2976 (b) Except as provided in Subsection (1)(d), Title 31A, Chapter 32a, is intended to only
2977 reinstate the law asit existed prior to the repeal with technical corrections and is not intended as

2978  asubstantive change of law.

2979 (c) Itistheintent of the L egidature that medical care saving accounts created before or
2080  after the repeal of the previous Chapter 32 operate as though Chapter 32a was continuoudly in
2081  effect as of the tax year beginning on or after January 1, 1995.

2982 (d) The enacted Title 31A, Chapter 32a, substantively changed the previous Chapter 32
2983 by including premiums on long-term care insurance policies as defined in Section 31A-22-1402
2984  within the definition of a eligible medical expense.

2985 (2) Title 31A, Chapter 32a, Medical Care Savings Account Act shall have retrospective
2086  operation to taxable years beginning on or after January 1, 1999.
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